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VOLUME VI 
NUMBER 1
FOUR YEARS AGO
The American Society of 
Certified Public Account­
ants was organized in 
Chicago, “of, for, and by” certified 
public accountants who had long 
felt the need for a national organi­
zation composed exclusively of cer­
tified public accountants, and the 
necessity for a Society whose in­
terest would not be divided on 
questions affecting the C. P. A. pro­
fession.
The men who gathered in Chi­
cago on December 12, 1921, felt 
that the fact that the title “C. P. 
A.” had been recognized and reg­
ulated by law in every State in the 
Union justified the formation of a 
national organization on this com­
mon basis.
That their hopes and plans were 
well founded is evidenced by the 
growth of our Society since its for­
mation and by the work it has 
done and is doing.
From the beginning the officers 
of the Society laid stress on the 
fact that the American Society was 
designed and formed for the pur­
pose of giving expression in a na­
tional way to the will and wishes 
of the Certified Public Accountant, 
and furthermore, that the Society 
belongs to the Certified Public Ac­
countants of the United States,
How well the rank and file of 
Certified Public Accountants have 
supported the movement is evi­
denced by the fact that today our 
Society has a membership of 2,135 
and is the largest organized body 
of professional accountants in the 
United States. Every member is 
a C. P. A.
For this support and cooperation 
the officers of the Society are deep­
ly grateful. They hope that 1926 
will afford larger opportunities for 
service in the interest of the Cer­
tified Public Accountant and that 
the Society may continue to justify 
the confidence reposed in it by the 
profession.
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A NEW  YEAR’S MESSAGE
RETROSPECT AND PROSPECT
T H E Indian women of South Am erica fo r genera­
tions have carried th e ir  babies on th e ir  backs. 
The m other and child face opposite directions. The 
resu lt is th a t  these papooses never see the  world 
except as i t  is retrea ting . Their view is always a 
backward one.
In th e  Book of Exodus there  is a  very in teresting  
account of a  request m ade by Moses a fte r  an in te r­
view w ith God th a t  he m igh t be allowed to  see His 
glory. God tells him  th a t  He can not g ran t his re ­
quest to  see H is face, b u t th a t  He will p u t him  in 
the  cleft of a  rock and will cover him  w ith His hand 
as He passes by and th a t  He will then  allow him  to 
see His back as He is leaving.
Our scientific friends will tell us th a t  th is  is an 
illustration of th e  m anner in which legends grow in 
respect to  good men. However, there  is a  g rea t un­
derlying tru th  in th is  story. We never see God until 
He has passed b y ; we never appreciate the  delight­
ful, w arm  sum m er days until th e  cold of w in ter is 
upon u s ; we never value fully th e  real and unostenta­
tious friend until he has gone. The pleasures of child­
hood and the  w atchful care of a m other’s love are 
never correctly appraised until th e  burdens of m an­
hood are  upon us and th e  m other has gone to  her 
rew ard.
A wise m an once said th a t  to do good w as to  do 
today w hat we could be glad th a t  we had done tw enty- 
five years from  now. This is equally tru e  if  perm a­
nent success is desired in  business and professional 
work, o r in any o ther undertaking. The viewpoint of 
today is colored and influenced by the  im m ediate 
exigencies. Our really g rea t Presidents have never 
been very popular in th e ir  own day and generation. 
A President of whom everyone th inks well will not 
loom very large in history.
No two Presidents were a t  tim es more condemned 
th an  George W ashington and A braham  Lincoln. The 
la tte r  was particularly  ridiculed and scoffed at. W hen 
the  assassin’s bullet felled him  criticism  was silenced,
and the  public’s viewpoint of Lincoln from  th a t  tim e 
to th is  has been a retrospective one. We now realize 
th a t  A braham  Lincoln and George W ashington were 
not only twenty-five years bu t a t  least one hundred 
years in advance of th e ir  tim es.
E very  editorial should have a purpose. The m es­
sage o f th is editorial is prim arily  to  th e  young cer­
tified public accountant, and in particu lar to the  one 
who fo r the  first tim e w ith  C. P. A. initials a fte r  his 
name, is looking to  th e  fu tu re  th is  New Y ear’s day. 
W hat should be his goal? Should i t  be a g rea t b u s i­
ness, g rea t wealth, or g rea t professional fam e? A 
m an m ay build the  largest professional accounting 
business in the  world, he m ay have the  m ost offices 
of any professional firm, he m ay m ake more money 
than  any o ther professional accountant, or he m ay 
become the  best known, and yet, if  th is  is all, he m ay, 
in a  very tru e  sense, be a  g rea t failure. According 
to  the  g rea test of all Teachers, a  m an m ight gain 
even th e  whole world and ye t be a  complete bust.
An organization, like an individual, m ay achieve 
num bers and wealth and m ay be well though t of in 
m any circles and likewise be a real failure. An or­
ganization, to  have perm anent success, m ust have 
among o ther qualities vision, courage and persever­
ance, as well as high m otives and ideals.
I t  is  the  New Y ear’s w ish of th is  editorial w riter 
th a t  the  Am erican Society m ay, in the  years to come, 
prove to be not m erely a fa ir  w eather friend  of the  
certified public accountant, b u t a  very tru e  friend a t  
all tim es, both when he is in danger from  public 
acclaim, or in like danger from  public criticism .
And in conclusion, in  th e  words of an old w riter, 
m ay 1926 be the  best year each reader of th is  m aga­
zine has ever had, and the  w orst year he will ever 
have.
FRA N K  W ILBUR MAIN.
AGAIN ABOUT ADVERTISING
T H O S E  who m aintain th a t  advertising by a  Cer- 
tified Public Accountant is an unethical effort to 
obtain business, advance various reasons fo r th e  con­
clusion thus reached. Alm ost every such indictm ent 
leans heavily upon a  comparison of the  accounting 
profession w ith  th a t  of law, and concludes th a t, be­
cause i t  is unethical fo r a  law yer to  advertise, the  
same is tru e  of an accountant.
A knowledge of the  h istory  of the  ban against ad ­
vertising  by a  law yer will dem onstrate th a t  the  rea ­
sons applicable to  th is  profession have no application 
to accountancy.
If  every action th a t  could be made th e  basis of a 
su it were brought to  court, there  would be such an 
increase in litigation as would stop th e  wheels of 
justice, to  say nothing of the  ensuing loss of tim e and 
money to  all concerned. The s trife  which accom­
panies law su its arouses ill feeling and is contrary  
to  public good. Because of th is  the  common law
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recognized three crimes based upon stirring up liti­
gation.
Champerty, which was the acquisition by purchase 
of a cause of action and then attempting to enforce it.
Maintenance, which was the payment of court ex­
penses of another to enable him to bring suit, with an 
agreement to divide profits.
Barratry, which was stirring up law suits.
To avoid being guilty of these three common law 
crimes grew the principle that a lawyer must not 
solicit business. It was and is believed by lawyers 
that seeking business leads to efforts to create busi­
ness, and that such efforts on the part of the lawyer 
lead to the commission of one or more of these three 
common law crimes.
The strict rule against solicitation of business is 
departed from when a lawyer uses a card or gives 
references as to his legal ability, even with the con­
sent of those referred to; also when he writes letters 
to fellow attorneys located in different cities, offer­
ing to look after legal business, and yet these prac­
tices are commonly employed by lawyers who are in 
good standing.
What is proper and dignified advertising for a law­
yer has no bearing upon the same issue with respect 
to accountants.
Certain features of the work of lawyers are de­
cidedly in the interest of the public, such as the writ­
ing of wills, certification to real estate titles, etc. 
Such work has been in a considerable measure lost to 
the lawyers and taken over by the trust and title 
companies, who do advertise.
So long as the accountant states only the truth in 
his advertisements and preserves the dignity of his 
profession, it is submitted that there can be no harm 
to either the public or to the members of the profes­
sion who seek thus to obtain or create business. The 
creation of suits for action in court is contrary to 
public policy. To create more business for the ac­
countants is not only not against public policy but 
for the general welfare of the public.
FRANK WILBUR MAIN.
“THE CHANGING ASPECTS OF OUR 
PROFESSION”
MUCH has been said in the meetings of Certified 
Public Accountants during the last few years 
with reference to the evolution of the functions of 
the professional accountant in the United States.
As, evidence of the fact that this same problem con­
fronts the accountants of other countries we submit 
below the comments on this subject made by our 
brethren in far-off New Zealand as reported in the 
Official Organ of the New Zealand Society of Account­
ants, The Accountants’ Journal, 39 Johnston Street, 
Wellington, in the issue for September 20, 1925. Mr. 
Best, President of the New Zealand Society, in speak­
ing before the sixteenth annual general meeting of 
members on August 25 , 1925, said :
Before closing, I would like to make some remarks about 
what I term “The Changing Aspects of Our Profession.” 
Reading a book just recently, I came across the following:
“Accounting of today is very different from that of a 
few years past. Accounting can be and should be con­
structive and not merely historical. It should point out 
wastes and lead to betterments, in short, it should, if it 
is to make for better business, tell the owner or the 
executive every possible fact of his affairs.
“Accounting is the assembling of the record of the 
business in such form that comparisons can be made 
and errors or wastes detected. It will show up true 
conditions, take the mystery out of profits, and by study 
permit the intelligent devising of ways and means for 
greater profits.”
I am in complete accord with the sentiments expressed by 
that writer. The day has gone by when accountants merely 
record transactions as they occur.
The nature of trading and the competition which has 
arisen of recent years make it imperative that the office side 
of a business should be just as productive as the manufac­
turing or any other portion of the business. When I speak 
of the office being made productive, I mean that the account­
ant in charge must so conduct it as to give full value to 
the employer for the expenditure incurred.
The importance of cost accounts in a modern business can 
not be denied, and it is for us, as accountants, to see that 
proper cost accounts are kept and that they are periodically 
overhauled.
Too much stress can not be laid upon the importance of 
statistics if intelligently prepared. Comparative statements 
are of great value to a business man. We must be prepared 
to advise and suggest new methods of business procedure.
To those of you who practise publicly, I would say that 
you must get rid of the idea altogether that the auditor is 
merely a checker of figures which appear in the books. If 
that were so, then the whole of our training would be quite 
unnecessary. The auditor today must take an intelligent 
interest in the affairs of the concern which he is auditing. 
He must make himself thoroughly acquainted with all the 
sources of income and expenditure, and the weaknesses, i f   
any, of the business.
He must at all times be ready to discuss their business 
affairs and advise those who employ him. If we are not 
prepared to do this, then we shall lose a golden oppor­
tunity, and in this connection I would like to point out to 
you that our training fits us admirably as business advisers. 
What then is the peculiar value of the training of an ac­
countant which so fits him to occupy a position as a business 
adviser? I would say that it is as follows:
Firstly, it develops in the highest degree the critical 
faculties of the mind.
Secondly, it teaches us to visualize and vitalise figures 
and to array our facts in chronological order.
Thirdly, it teaches us to weigh and consider carefully 
every aspect of a case and to form a rapid decision 
of the facts before us.
“N. A.” MAN CONVICTED
W. H. Payne, of El Paso, Tex., was recently con­
victed in the Texas courts for a violation of the law 
in falsely claiming to be a “C. P. A.”
The defendant, who is a members of the National 
Association of Certified Public Accountants and had 
signed reports and advertised himself as “C. P. A. 
N. A.,” plead guilty and was fined,
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VISIT TO PACIFIC COAST
T H E Board of D irectors of The Am erican Society 
of Certified Public A ccountants, in session in 
New York City on October 2, 1925, passed a resolu­
tion authorizing and directing th e  Secretary  of the  
Society to  arrange fo r and m ake a  trip  to  the  Pacific 
Coast fo r the  purpose of visiting  the  mem bership, and 
bringing The Am erican Society into closer contact 
w ith the  S ta te  societies in th a t  territo ry .
I t  has long been felt th a t  the  Society should carry  
its  appeal to the  individual C. P. A ’s throughout the  
United S tates in order th a t there  m ay be a b e tte r  
understanding of the  purposes of the  organization 
and of the  work which it is doing, bu t due to  the  
lim ited tim e and funds a t  the  disposal of the  general 
office i t  has not been possible to undertake such work 
until now.
P u rsuan t to these instructions, the  Secretary’s 
office, th rough the  S ta te  representatives, the  officers 
of the  S ta te  societies and S ta te  boards of accountancy, 
in a num ber of the  W estern S tates, made a rrange­
m ents fo r m eetings. As a resu lt of th is correspond­
ence m eetings were held in the  following places :
K ansas City, Mo.—Mid-Day Club, 12.15 p. m. and
8.00 p. m., November 2 ,  1925.
Denver, Colo.— The Brown Palace Hotel, 6.30 p. m., 
November 4, 1925.
Salt Lake City, U tah—Hotel Newhouse, 6.30 p. m., 
November 6, 1925.
Los Angeles Calif.— City Club, 6.30 p. m., Novem­
ber 9 ,  1925.
San Francisco, Calif.—M erchants Exchange Club.
6.30 p. m., November 12, 1925.
Portland, Oreg.— Cham ber of Commerce, 6.00 p. m., 
November 16, 1925.
Seattle, W ash.— Olympic Hotel, 6.00 p. m., Novem­
ber 1 8 , 1925.
Tacoma, W ash.— Union Club, 12.00 m., November
19, 1925.
Spokane, W ash.—Davenport Hotel, 12.00 m. and
6.00 p. m., November 20, 1925.
B utte, Mont.— Finlen Hotel, 6.30 p. m., November
21, 1925.
Minneapolis, Minn.— A thletic Club, 6.30 p. m., Nov- 
vem ber 2 4 , 1925.
Madison, Wis.— Madison Club, 12.00 m., November
25, 1925.
Milwaukee, Wis.— A thletic Club, 6.30 p. m., No­
vember 25, 1925.
Chicago, Ill.— Chicago City Club, 7.00 p. m., No­
vem ber 2 7 , 1925.
Each of the  above-named m eetings was held under 
the  auspices of the  S ta te  society or the  local chapter 
of the  S tate  society w ith  the  exception of the  m eet­
ings held in  Madison, Wis., and Chicago. Ill. The 
form er was an  inform al m eeting of the  C. P. A’s 
residing in Madison and the  la tte r  was a m eeting con­
fined to  m em bers of The Am erican Society residing 
in Illinois.
The m eeting in each place was well attended, and in 
alm ost every instance th e  attendance was confined 
exclusively to  certified public accountants. A t each 
of the  m eetings the  h isto ry  of The American So­
ciety movement was outlined; the  causes th a t 
prom pted its  organization in Chicago on December 
12, 1921; the  objects fo r which it was founded; and 
the  work which i t  has been engaged in doing since 
th a t  tim e. G reater stress, however, was laid on the 
functions of the  S ta te  society and the  necessity for 
its  existence. An effort was made to  stim ulate 
g rea te r in te rest in the  S ta te  organizations and the 
directing of m ore a tten tion  to the  necessity fo r strong 
S ta te  groups.
This tr ip  was a ltogether pleasant, and nothing was 
left undone by the local accountants to make the 
v isit to th e ir  city enjoyable and profitable. The 
hearty  welcome which was extended to th e  Secretary 
as an officer of the  national body of certified public 
accountants speaks well fo r the  regard  in which the  
Society is held by the C. P. A ’s in th a t  territo ry .
Today, even w ith  the  m arvelous progress th a t  has 
been made in developing the m eans of communication, 
travel and contact and the  progress made tow ard the 
elimination of space, there  is still some though t 
among accountants in th a t  vast expanse beyond the 
Rockies th a t  they  are  more or less out of touch w ith 
the  progress of th ings affecting the  profession here 
in the  E ast. M any of the  leaders expressed the  
thought th a t  nothing would tend more to dissipate 
th is  idea th an  the  establishm ent of a closer contact 
between the  S ta te  societies and the  national organi­
zation.
Sixteen m eetings o f accountants were held a t which 
there  were over fou r hundred (400) certified public 
accountants present.
I t  is w orthy of observation th a t  i t  is beginning to 
be realized th a t  inasm uch as the  control of the  cer­
tified public accountant res ts  in the  hands of the 
S ta te  governm ent and is exercised as one of the  police 
powers inherent in S ta te  sovereignty th a t  every politi­
cal subdivision of the  U nited S ta tes is a  separate and 
in tegral unit, in so fa r  as the  control of the  certified 
public accountant is concerned. U nfortunately, a 
false notion has prevailed in regard  to w hat a  C. P. 
A. certificate is. Now certified public accountants are  
beginning to look upon the  C. P. A. certificate as a 
license to  do business as such w ith in  the  territo ria l 
lim its of the  S ta te  g ran ting  th e  certificate. This adds 
dignity to th e  S ta tes’ position as opposed to  the  idea 
of national control and regulation of accountancy.
W ith th is  changed viewpoint, th e  necessity fo r 
S ta te  organizations fo r  S ta te  protection and S ta te  
functions is becoming more and m ore apparent. I t  
appears now th a t  the  C. P. A’s in these S tates are
( C o n t in u e d  o n  p a g e  29)
1926 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T  5
Eliminating Professional Ambiguities
V ARIED expressions of opinion 
concerning th e  professional 
sta tu s of the  certified public ac­
countant em anate from  lawyers, 
bankers, business men, and laymen. 
S trange though it m ay seem, some 
of th e  m em bers of the  accounting 
profession are  inclined to  consider 
it as a  business or vocation, ra th e r  
than  one of the  recognized profes­
sions of th e  presen t tim e. While 
the  small business m an and laym an 
may, w ith  propriety, be excluded 
from  censure or criticism  fo r th e ir  
obvious lack of knowledge of the  
services rendered by th e  profes­
sional accountant, th ere  can be 
little, if  any, justification fo r th is 
apparent indefiniteness among 
those who continuously come in 
contact w ith  the  certified public ac­
countant and his work.
If  we adm it, contrary, of course, 
to  th e  ideals which have th u s  fa r  
been instilled into our professional 
standards, th a t  th e  certified public 
accountant is no t a  professional 
man, in to  w hat category will he 
naturally  fall?  Surely not a  busi­
ness m an in th e  s tr ic t sense of the  
w ord; not a tradesm an ; not one 
coming w ithin  th e  classes enum er­
ated among o ther well-known vo­
cations. I t  would seem, then, th a t 
so long as he can no t be properly 
designated as one of the  th ree  
groups previously named, he 
should be classed w ithout dissen­
sion as a professional m an, w ith  the  
accounting profession duly recog­
nized as the  medium th rough  which 
he m ay obtain individual recogni­
tion.
A profession is determ ined by 
the  n a tu re  of th e  services i t  repre­
sents, th e  personal qualifications 
of its  m em bers, and its, organiza­
tion. The im portance o f th e  serv­
ice rendered is not a  m aterial fac­
to r  in  determ ining w hether such 
service is professional or non-pro- 
fessional. The principal point of 
in terest is w hether or not th e  serv­
ices rendered by an  organized,
B y  L E L A N D  E .  T E R R Y , L L . B .,  C . P .  A .
(T a k e n  f ro m  L y b ra n d , R o ss  B ro th e r s  & 
M o n tg o m e ry  J o u r n a l ,  D e ce m b er, 1 9 2 5 )
technically tra ined  body of men 
really constitu te professional serv­
ices.
One m ay safely assert w ithout 
reservation, th a t  the  services of the 
certified public accountant a re  ju s t 
as im portan t in the  protection of 
the  investing and speculating pub­
lic today as the  services of the  
doctor in adm inistering drugs to 
prevent o r counteract the  disease 
of his patien t, o r those of the  law­
yer who appears in court to  prose­
cute or defend a case in th e  in te r­
ests of his client. In the  case of 
the  doctor, the  service is rendered 
as the  only known means of pre­
serving life o r protecting health ; 
in the  case of the  lawyer, th e  client 
has chosen the safest way of pre­
serving or enforcing a  legal righ t, 
while in  th e  case of the  profes­
sional accountant, th e  client has 
chosen the  only practical and safe 
m eans of protecting those already 
financially in terested  in a  business, 
those about to  become interested, 
or those who m ay become in te r­
ested la te r  on. C arrying th is  dis­
cussion into th e  phase of Federal 
Taxes, we find ano ther class of 
service requiring special tra in ing  
and skill. From  th is, i t  would seem 
th a t  th e  services of the  profes­
sional accountant, the  doctor, and 
the  law yer a re  very sim ilar in na­
tu re , a t  least to  the  ex ten t th a t  
each m ay proclaim h is services as 
of a  purely professional nature.
The mode of rendering services 
is very  im portan t when determ in­
ing  th e ir  professional standing. A 
m ajo rity  of the  people seem to be 
of th e  opinion th a t  professional 
service demands personal service. 
This is tru e  in theory, bu t not alto­
g e th e r sound in practice, especially 
in the  professions of law, engineer­
ing and accounting. Personal con­
ta c t is an excellent fea tu re  in pro­
fessional work, and should be spon­
sored as m uch as possible. W hen 
we consider, however, th a t  w ith 
the  exception of medicine and den­
tis try , professions are  generally, or­
ganized in units of operation, we 
find th a t  a f te r  all there  is a  simi­
larity  in the  m ethod of rendering 
accounting services to  th a t  of o ther 
professions.
The bulk of legal work is carried 
on by large firms of attorneys, who 
employ m any qualified assistan ts. 
Some of the  assis tan ts  are  eventu­
ally adm itted  as jun io r m em bers of 
the  firm. The different branches 
of engineering are  sim ilarly organ­
ized and operated. The specialized 
branches of surgery  are  carried on 
in th is way. Quite frequently  a 
pa tien t is tran sferred  to the  care 
of ano ther doctor o r an assis tan t 
a f te r  th e  operation has been per­
form ed by the  specialist. I f  we 
analyze the  broad general field cov­
ered by each profession, we find 
certain  characteristics which are 
very sim ilar to those prevalent in 
the  accounting profession. The 
only variance of any im port is in 
th e  num ber of branch offices being 
operated under one organization, 
and even th is  m ust be considered 
as a  convenient and practical way 
of conducting a professional organ­
ization of national and in terna­
tional repute. The m ethod of ren ­
dering th e  service being sim ilar to  
o th er recognized professions should 
fu rn ish  no point fo r  argum ent 
against i ts  standing as a  profes­
sion.
H aving conceded the services of 
th e  professional accountant to  be 
sim ilar to  those rendered by mem­
bers of o th er universally recog­
nized professions, consideration 
should be given to  his personal 
qualifications and those required by 
s ta tu te . E very  m an en tering  the  
profession should be in fac t a  po­
ten tia l professional accountant, 
Professional tra in ing  is no doubt
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of extrem e importance. I t  includes 
both theoretical tra in ing  and prac­
tice. Theory alone is insufficient. 
Theory and practice combined con­
s titu te  a  b e tte r  preparation, being 
evidenced very definitely in medi­
cine, surgery, and quite frequently  
in law .
The examinee in accounting is 
now quite generally required to 
present evidence of tra in in g  in 
theory, or experience, or both as 
a  prerequisite in qualifying fo r ad ­
mission to  th e  various S ta te  C. P. 
A. examinations. Many of the  
S tates have passed C. P. A. laws 
embodying these and o ther im port­
an t featu res, which are  no doubt 
excellent pieces of accounting legis­
lation. O thers have attem pted  and 
failed to m ake th e ir  requirem ents 
as professional-like as those pre­
viously mentioned. A few  are 
seemingly satisfied w ith  the  laws 
as they  now exist. W hile i t  is 
somewhat un fo rtunate  th a t  th is  
apparent lack of uniform ity  is 
presen t in our C. P . A. laws, it, like 
o ther m atte rs  involving th e  resi­
dents of each S tate, can be rem ­
edied only by definite action in 
fu tu re  legislation.
This obvious lack of uniform ity 
no doubt offers th e  easiest line of 
a ttack  from  m em bers of o ther pro­
fessions. W hile th e  requirem ents 
fo r admission to  the  b a r  and fo r a  
license to  practice medicine have 
been raised quite generally during 
th e  las t decade, i t  is ra th e r  doubt­
ful if  th is  im provem ent has been 
evidenced as strongly  in C. P. A. 
legislation during th e  sam e period. 
Perhaps the  same exacting require­
m ents should not be demanded of 
th e  accounting profession, al­
though i t  is difficult to ascertain  a 
valid reason fo r exem pting i t  from  
th is  apparent trend  of im prove­
m ent. I f  th e  profession hopes to  
a tta in  the  pinnacle of undisputed 
recognition, i t  would seem as 
though th is  fundam ental struc tu re  
should be as carefully and effec­
tively moulded as th a t  of the  o ther 
professions. W ith proper theore ti­
cal tra in ing  and experience univer­
sally adopted as a  prerequisite fo r 
admission to  th e  C. P . A. exam ina­
tions, the  accounting profession 
would be assured of a  standing 
equal to  o r even h igher th an  o ther 
professions where a definite tra in ­
ing in theory  is the  only p rere­
quisite fo r th e  S ta te  examination.
This article  would be incomplete 
unless m ention w as m ade of pres­
en t professional accounting lite ra ­
tu re , and the  fu tu re  possibilities 
th a t  seem evident a t  th is  time. 
V irtually every o ther profession 
has a t  i ts  disposal alm ost incon­
ceivable m asses of lite ra tu re  con­
tribu ted  in the  form  of tex ts, re f­
erence m anuals, and m agazine a r­
ticles. These a re  very helpful to 
th e  younger m em bers of th e  pro­
fession and no doubt to  m any 
o thers who have not yet reached 
the  plane of individual recognition. 
Regardless of one’s  knowledge o r 
belief on a  given point, i t  usually 
pays to  consult a  practical, em inent 
au tho rity  on a  border-line point 
perm itting  of a  double in te rp re ta ­
tion.
While rem arkable accomplish­
m ents have been made along th is  
line during  th e  las t decade, the  
trend  seems to  have been tow ard 
developing te x ts  and m agazine a r ­
ticles instead of standard  reference 
m anuals. The subject of auditing 
has no doubt been trea ted  very  ex­
haustively. This, however, is only 
one branch of th e  work. How 
about system s, different classes of 
investigations, etc.? M any of 
these publications have been w rit­
ten  fo r  the  benefit of th e  student, 
ra th e r  th an  as a  m anual of g rea t 
value to  th e  practitioner. Consid­
ering th e  p resent scope of account­
ing litera tu re , our own organiza­
tion should be highly complimented 
fo r th e  contributions i ts  m em bers 
have made, and continue to  make 
each year.
I  am  fully appreciative of th e  
spontaneous development of the  
profession during th e  la s t decade, 
and while th is  is not fully reflected 
in our lite ra ry  achievem ents, we 
can look w ith pride on accomplish­
m ents in o ther lines. We should 
not overlook th e  fac t, however, th a t  
if  the  accounting profession con­
tinues to  advance, as i t  has in  the
past, i t  will do so, a t  least in  part, 
upon its  lite ra ry  foundation, which 
is an indispensable element of ev­
ery  recognized profession. I t  be­
hooves us, therefore, to develop 
th is  fea tu re  of the  profession as 
rapidly as tim e and circum stances 
will perm it. Our fu tu re  litera ry  
development will have its  effect in 
bringing about a  broader concep­
tion, generally, of th e  professional 
accountant and the  real value of 
th e  services he renders.
Professional ethics is the  next 
item  of im portance. W hat has the  
accounting profession, as such, ac­
complished in the  way of establish­
ing a good, sound, universal code 
of professional ethics? While ac­
counting associations have adopted 
a code of ethics, binding upon the  
m em bers, these have little, if  any, 
effect on those who are not m em ­
bers of the  organization. We m ay 
no t need a s tringen t code of 
ethics, bu t i t  would no doubt be 
found helpful in strengthening  
the  professional characteristics of 
th is  particu lar branch of work. 
W hile plans have been discussed 
by associations and w riters, along 
th is  line, th e  accomplishment in 
som ething of universal application 
thus  f a r  is ra th e r  indefinite. 
W hether or not a  code of ethics is 
necessary to  carry  on a  profession 
and obtain professional recognition 
m ay be a  mooted question, bu t i t  
would seem th a t  a  system  of rules 
o f professional conduct, w hether 
we call i t  a  code of ethics, by-laws 
o r som ething of a  fitting  nature, 
should be used as a  basis fo r p u t­
ting  the  finishing touches to th is  
im portan t branch of professional 
work. We could then  point w ith  
pride to the  code as a  d istinguish­
ing fea tu re  found in o ther leading 
professions.
I  have discussed ra th e r  briefly 
th e  points which I believe are of 
p rim ary  im portance in streng then­
ing the  position of the  accounting 
profession among o ther profes­
sions and in the  general public 
esteem. Many, if  not all, of these 
featu res, will no doubt be in stru ­
m ental in eventually elim inating 
th e  am biguities surrounding the
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professional standing and services 
of the  certified public accountant 
a t present existing in the  m inds of 
some of the  m em bers of o ther pro­
fessions, some busines men, and 
the general public. W hen th e  ac­
counting profession, as  a  unit, can 
produce evidence of standards and 
accomplishments equal to  those of 
other professions, supported by 
generally uniform  S ta te  legisla­
tion, its  m em bers can point to  it 
w ith  equal pride and dignity as 
one of like rank, importance, and 
standing w ith any of the  o ther uni­
versally recognized professions. 
These factors will no doubt be in­
strum ental in establishing a closer 
relationship w ith  o ther profes­
sions, and a more comprehensive 
conception, generally, of the  value 
of the  services rendered.
justifies The Am erican Society of 
Certified Public Accountants as the  
national association of those who 
w ear th e  S ta te  m antle of profes­
sional accountant.
The question has been asked, 
m any tim es and from  num erous 
quarters, W hy The Am erican So­
ciety of Certified Public Account­
an ts  was not organized out of the  
m em bership of S ta te  societies, o r 
organizations, of certified public 
accountants; not always in those 
exact words, bu t w ith th a t  im port 
of m eaning. There was not tim e 
to  organize in th a t  way. An em er­
gency was a t  hand and tim e be­
came the  essence of action.. The 
s ta tu s  of all holders of S ta te  cer­
tificates, representing the  S ta te  
professional m antle, was being as­
sailed and som ething needed to  be 
done and quickly. This need fo r 
im m ediate offensive action was not 
recognized (until la ter) in quar­
te rs  which already should have 
been in action. Quick organization 
of a  national representative body 
was im perative, and funds were 
needed w ith  which to  carry  on a 
very necessary campaign. This is 
the  answer, in a  n u t shell. There 
was g rea t individual responsive­
ness to  the  call. Compatible w ith  
the h istory  of w orthy and success­
ful movements, there  became vis­
ualized o ther equally necessary, or 
desirable, purposes to  be served; 
o thers became in terested  in  the  
possibilities of such service, and, 
in consequence, th e  Society has ex­
perienced a phenominal grow th in 
num bers and in influence.
The ultim ate destiny of The 
Am erican Society, while serving on 
the  way, is exactly w hat its  orig­
inal organization should have been, 
if  th a t  could have been gone about 
in a  studied way. One of the  big 
problems of the  Society is, how, by 
progressive steps, it m ay a tta in  
th a t  destiny in due course of time.
There is today no certified pub­
lic accountant whose professional 
m antle can not be removed by the  
annulm ent of a  S tate  law. In dis­
regard  fo r the  public welfare, and 
th rough  political chicanery, annul­
m ent of the  law and th e  scrapping
LOOKING FORWARD
November 28, 1925. 
Dear Mr. E d ito r :
In acceding to m y suggestion 
th a t the  report of the  committee 
on relations w ith  s ta te  societies, 
which was delivered extem porane­
ously a t the  las t annual m eeting, 
be considered as “w ater over the  
dam,” you adroitly  drew a d ra f t on 
m y vision fo r progress tow ard the  
destiny of The Am erican Society of 
Certified Public Accountants. My 
in terest in and concern fo r the  
fu tu re  of the  profession will not 
perm it of th a t  d ra f t  going to pro­
test.
In  these U nited S tates a pro­
fession comes into being and ex­
ists  only th rough  s ta tu to ry  pro­
vision. T ha t power of provision 
is the  sole privilege of the  state , 
including o ther political subdivi­
sions and the  possessions. I t  has 
been so exercised as to create a 
Profession of Accountancy and to 
designate the  m em bers of th a t  pro­
fession as Certified Public Account­
ants. The m em bers of th a t  profes­
sion should never lose s igh t of 
these im portan t facts, viz:
1. The law creates the  profes­
sion and provides the  m anner in 
which the  m em bers shall be se­
lected.
2. The law is made by the  peo­
ple, in th e ir  in te rest and for th e ir  
protection— not in th e  in te rest of 
a class.
3. The law imposes on those who 
are adm itted in to  th e  profession 
an obligation to uphold the  law and 
to  serve the  people w ith  fidelity 
and competency.
W hen these few fac ts  are  faced
w ith  an im personal and honest 
m ental vision i t  becomes quite ob­
vious th a t  th e  m ost practical 
m eans fo r holding the  m em bers of 
the  profession to observance of the  
law and th e  service of its  m akers 
(the  people) is th rough  organiza­
tion among them selves—even bet­
te r  th an  th rough  enforcem ent 
m ethods applied by those clothed 
w ith  such legal au thority . Inas­
much as th e  S ta te  has the  sole 
selection of the  w earers of its 
professional m antle, and the  bene­
ficiaries so become quasi servants 
of the  S ta te  w ith  all a ttending  ob­
ligations, there  arises a question 
of w hether o r not th e ir  obligations 
can be fulfilled w ithout organiza­
tion. If  th is  be true, can any bene­
ficiary fulfill h is obligation w ithout 
identify ing him self w ith the  S ta te  
organization ? Of course not. 
Among all th e  in te rsta te  th ings 
which we have in th is  g rea t coun­
try , there  is one lacking, and nec­
essarily so, because of our politi­
cal s tru c tu re ; th a t  is, in te rsta te  
laws. Commerce, finance, and the  
professions have resorted  to na­
tional associations as a  means fo r 
supplying th e  best available sub­
s titu te  fo r bringing about common 
understanding, coordination, stand­
ardization and protection. In sub­
stan tia lly  all cases where the  con­
ditions are  propitious, these na­
tional associations are  composed 
of th e  m em bers of S ta te  organiza­
tions. Experience clearly shows 
th a t  these national associations 
serve purposes and ends which are 
useful and valuable to the  whole of 
our people. Experience, therefore,
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of professional standards have 
been close to  accom plishment in  a t  
least two S tates, and forces which 
are  opposed to  S ta te  regulation of 
the  public practice of accountancy 
as a  profession are  still working to 
th a t  end by m ethods as insidious 
as those employed by The Com­
mune Internationale. Considera­
tion of such conditions m ay help 
in arriv ing  a t  a  consciousness of 
w hy every certified public account­
a n t should be a  m em ber of a  S ta te  
society and w hy all such should 
find th e ir national am algam ation 
in The Am erican Society of Certi­
fied Public Accountants. Those are 
th e  objectives on which the  mind 
of every certified public accountant 
should be focused.
Regard fo r personal welfare can 
not be wholly disassociated from  
regard  fo r professional welfare. 
B oth call fo r  affiliation w ith  a  S tate  
organization as of first personal 
and professional protective im port­
ance. The second call is fo r identi­
fication w ith  th e  national organiza­
tion, e ither directly or th rough  a 
S ta te  organization. A t the  pres­
en t tim e th e  fo rm er is the  only 
way. An effort is being made, how­
ever, to  provide a  way in which any 
and every S ta te  society m ay be­
come affiliated w ith  The American 
Society, and to  the  advantage of 
th e  m em bers who m ay constitute 
th e  basis fo r such affiliation. On 
th is  question every m em ber of The 
Am erican Society will be given an  
opportunity to  stand fo r progress­
iveness in  his vote on amendm ents 
to  th e  constitution and by-laws.
The am endm ent propositions 
which will be subm itted to  vote of 
th e  m em bers will contain, however, 
o ther progressive m atters  to  which 
m uch though t and tim e have been 
given by th e  recommending com­
m ittee and m uch consideration by 
the  directors. My especial plea is 
fo r the  earnest consideration and 
full vote of the  members. Those 
who study them  carefully surely 
will find improvement in the  opera­
tive m ethods provided, in the  or­
ganization featu res as provision 
fo r  carry ing  on necessary and de­
sirable program s of constructive
work, and in o ther im portan t re ­
spects.
Constructive progressiveness is 
indicated particularly  in th e  recom­
m endations: (a) T h a t m eans be 
provided whereby a  S tate  society, 
on i ts  in itiative, m ay become affil­
iated w ith  The Am erican Society;
(b) th a t, consistently, members 
should have th e ir  representation as 
from  th e  (or a) S ta te  which 
clothed them  w ith  the  professional 
m antle ; (c) th a t  th e  num ber of 
directors from  a d istric t should be 
based on the  num ber of members 
so represented, instead of by arb i­
tra ry  allotm ent as a t  p resen t; (d) 
th a t  benefit should be derived from  
the  adm inistrative experience of 
p ast presidents th rough  constitu t­
ing them  an advisory com m ittee;
(e) th a t  standing comm ittees of 
fixed num bers and definite func­
tions should be provided as neces­
sary  to  th e  proper program ing and 
carry ing  on of constructive w ork;
(f) th a t  precepts of professional 
conduct and m easures fo r th e ir  en­
forcem ent should be provided as 
necessary to  th e  representation 
and m aintenance of a  professional 
s ta tus. These are  not quite all of 
th e  recom mendations, b u t they  are 
the  m ost im portan t ones.
The recom mendation of a  basis 
fo r affiliation on the  p a rt of a S tate  
Society has been made partly  out 
of consideration fo r the  welfare of 
S ta te  societies, in the  encourage­
m ent o f certified public account­
an ts  to  identify  them selves th ere ­
w ith  and fo r th e  desirability  of 
which my argum ent has already 
been made. Some satisfaction is 
already derived from  inform ation 
to  th e  effect th a t  upwards of a 
half-dozen S ta te  societies are  look­
ing forw ard hopefully to  the  pre- 
vailance of th is  proposition and the  
establishm ent and m aintenance of 
an affiliation.
I t  will be conceded as impossible 
to  in itia te  and carry  on success­
fully th e  constructive work in  
which th is  society should engage 
excepting th rough  the  medium of 
standing comm ittees, to  which are 
assigned definite functions and ac­
tiv ities ; th a t  i t  is th rough  such or­
ganization th a t  the  m em bers can 
be properly and adequately served; 
and th a t  w ith  th e  grow th and 
growing of th e  society the  need 
has become and is  becoming more 
and m ore im perative.
Inquiry has come num erous 
tim es from  im portan t quarters re ­
specting the ethics of certified pub­
lic accountants, even from  a 
qu arte r which indicated the  pos­
sibility of serious concern on the 
p a rt of a  governm ent tribunal. I t  
is not to  th e  in te rest of certified 
public accountants th a t  these 
should be ignored; th a t  there  
should be any evasion, any hiding 
of the  head in the  sand. Not all 
S ta te  Boards of Accountancy have 
been so fo rtu n a te  in powers con­
ferred  fo r th e  ethical regulation 
and control of the  profession as is 
the  S ta te  Board of Mississippi. 
Who will gainsay th a t  th e  agency  
of th e  S ta te  which has the  power 
of bestowing th e  professional m an­
tle  should not also have th e  power 
to  regulate  and control the  ethics 
of the  profession so created? B ut 
we a re  faced w ith  a  condition, not 
a  theory. Few S ta te  Societies, 
even, have codes, rules, o r precepts 
of professional conduct. There­
fore, inquiries of th e  n a tu re  indi­
cated become all th e  m ore em bar­
rassing. T h a t condition should 
not continue, and so it  becomes in­
cum bent on th e  Am erican Society 
to  take  a representative position 
fo r all certified public accountants 
by  th e  incorporation in its  by-laws 
of reasonable and m oderate P re­
cepts of Professional Conduct, con­
cisely sta ted  ye t so clearly sta ted  
as to  leave no room fo r m isunder­
standing  or to  ju s tify  a charge of 
evasion. The work of the  Commit­
tee on E th ics which has been car­
ried on over a  period of th re e  years 
and has been fully reported, has 
afforded a  splendid basis fo r the  
form ulation o f clear and concise 
precepts.
If, in  so addressing you, sir, and 
th rough  you the  m em bers of the  
society, I can stim ulate an in terest 
in the  propositions which are  fo rth ­
coming fo r th e  am endm ent of the
(C on tinued  on p ag e  27)
1926 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 9
Relationship of Certified Public Accountants to 
The U. S. Board of Tax Appeals
M R. CHAIRMAN and Gentle- 
m en: F or th ree  years next 
preceding the  creation of the  Board 
of Tax Appeals I was connected 
w ith the  office of th e  Solicitor of 
Internal Revenue and during th a t  
tim e I made the  acquaintance of 
your profession and worked more 
or less w ith  you. The advent of 
the  Board of Tax Appeals contin­
ued th a t  acquaintanceship and a t 
the  same tim e created a new re­
lationship between us. I t  is con­
cerning th is  new relationship th a t 
I desire to  ta lk  w ith you th is  a f­
ternoon.
The policy w ith  respect to  the  
admission of Certified Public Ac­
countants to  practice before the 
Board of Tax Appeals was adopted 
a fte r  careful consideration. I was 
one of the  original appointees of 
the  Board and took p a rt in th a t 
consideration and in the  adoption 
of th a t  policy. N either I, nor any 
mem ber of the  Board, has had oc­
casion to  reg re t the  action taken. 
The Certified Public Accountants 
of our country have m et th is  new 
situation in a  m anner which m erits 
the  adm iration and respect of all 
who have observed it. W hat I 
have to  say, then, should not be 
taken to  be a criticism  of your 
work before th e  Board, nor as an 
indication th a t  the  Board feels 
th a t  its  policy ju s t  referred  to was 
not a  wise one. N either is true. 
Furtherm ore I  do not wish to be 
understood as holding a b rief fo r 
my own profession in th e  m a tte r  
of practice before th e  Board. T hat 
is equally f a r  from  m y thoughts.
D uring the  course of m y mem­
bership on th e  Board, I have on 
frequent occasions had m em bers 
of your profession ask me how and 
in w hat w ay a Certified Public 
Accountant can best serve th e  in­
te re s t of his client in  handling an 
appeal before the  Board. Such a 
question covers too much te rr ito ry
B y  J .  G IL M E R  K O R N E R , J r . ,  C h a ir ­
m a n , U . S . B o a r d  o f  T a x  A p p e a ls .
[A d d re s s  B e fo re  th e  N ew  Y o rk  S ta te  
S o c ie ty  o f C e r tif ie d  P u b l ic  A c c o u n t­
a n ts  a t  N ew  Y o rk  C ity , O c to b e r  14 , 
1 9 2 5 .]
fo r m e to answ er even if I fe lt able 
to  do so. However, th is  question 
has been the  subject of a g rea t deal 
of discussion am ong the  m em bers 
of your profession and on m any oc­
casions I have discussed i t  w ith  
them . There appears to me to be 
a feeling among m any who stand 
h igh in your profession, and in the  
councils of your societies, th a t 
th ere  is a danger of your extending 
the  sphere of your professional 
practice into a field where it  can­
not do full justice  to itse lf and th a t 
thereby  the  w elfare of the  client 
is in possible danger of being 
jeopardized.
These discussions have been of 
a character m ost frank  and earnest 
and I am  im pressed th a t  there  are 
m any among you who enterta in  
some real concern along th is line. 
N ot being a m em ber of your pro­
fession I  do not feel a t  all qualified 
to  offer any advice and i t  is not my 
in ten t to do so. A t the  same tim e 
I  have been im pressed w ith  the  
seriousness of th e  though t given 
to  th is  subject by those of you who 
have so frank ly  discussed it, and 
a t  th e ir  suggestion I  have under­
taken  to  outline briefly  a  few  ob­
servations th a t  have been evolved 
in these discussions.
A s a prem ise I  m ay lay down the  
proposition th a t  the  client’s in­
te re s t is your firs t concern. All 
o ther considerations should be sub­
ordinated to  th a t. As I  view it  
th ere  are  two parallel courses 
leading to  th is  ultim ately desired 
end. These two courses are  
not divergent b u t convergent. 
To th is  ex ten t they  are not pre­
cisely parallel b u t do go hand in
hand. One is the  compilation, 
analysis, and m arshalling of all 
the  fac ts  constitu ting th e  whole 
t ru th  of the  taxpayer’s case. The 
other is the  presentation of these 
facts in orderly and logical a rray , 
under certain  prescribed rules of 
practice, to the  tribunal hearing 
them . This la tte r  constitu tes ad­
vocacy. Each of these duties re ­
quires a  particu lar and special 
train ing . B ut to  my mind th ere  is 
a  m ore fundam ental difference 
th an  m erely th a t  of train ing .
I f  I understand a rig h t i t  is the  
duty  and aim  of your profession to 
ascertain  every fac t and every 
t ru th  bearing on the  tax  liability 
of a  client—irrespective of w hether 
or no t such fac ts  and tru th s  are 
favorable o r unfavorable to  his 
own contention. I am advised th a t  
the  ethics of your profession de­
m and th a t  every fac t be exposed 
and th a t  none be concealed and 
th a t  your profession stands back 
of the  work of each m em ber who 
observes these ethics, as a  guar­
antee of th e  fairness and accuracy 
of it. No h igher standard  could 
be set fo r any profession th an  this. 
The aim  of such an exalted stand­
ard  is of course to invite and com­
m and the  confidence and respect of 
all m en in the  work of every cer­
tified public accountant. Such a 
consumm ation is devoutly to be 
wished and any act or th ing  which 
would tend to  blunt or even slightly  
dull th is  fine edge of confidence 
and respect should not be lightly 
undertaken.
Now on th e  o ther hand, the  duty  
imposed upon an advocate is dif­
feren t. His is the duty  to see th a t  
h is client’s case is fa irly  and ac­
curately  presented in its  favorable 
aspects, leaving to  h is opponent 
the  du ty  of detecting and expos­
ing its  weaknesses and of presen t­
ing in a  sim ilar m anner the  favor­
able aspects of his side o f the  case,
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So long as an advocate does not 
reso rt to  deceit, unfairness or 
treachery , his duty  is accom­
plished when he has presented his 
client’s case as above outlined, and 
in so doing he has practiced w ithin 
the  ethics of his profession. No 
invidious comparison can be made 
as between th e  two codes of ethics. 
Each profession has a  different 
function to perform  and the  fa ith ­
ful and honest perform ance of th a t  
function fulfills th e  requirem ents 
and the  ethics of th a t  profession.
The apprehension which has 
been expressed to  me by prom i­
nent m em bers of your profession, 
is th a t  th e  certified public account­
a n t by becoming an advocate will, 
of necessity, feel constrained to 
adopt th e  practice and the  ethics 
of the  advocate and in th a t  process 
lose s igh t of th e  obligations and 
ethics of his own profession to 
which I have ju s t  alluded. The 
question is, can any m an fill two 
capacities w ith  separate and dis­
tinc t requirem ents and do justice  
to him self and his client in  both? 
W ith the  corollary query, can he, 
under these conditions, do justice 
to both professions which, fo r the  
tim e being a t least, he represents? 
The apprehensions are  not, as I 
g a th e r it, due to  solicitude fo r the  
standard  of the  profession of ad­
vocacy bu t fo r the  m aintenance of 
th a t  severe ideal sought fo r the  
profession of accountancy.
By reason of the  h igh standard  
of ethics your profession has set 
fo r itself, i t  has established such a 
reputation  fo r accuracy, probity  
and full disclosure of all facts, 
th a t  the  certified sta tem ent of one 
of your m em bers is relied upon and 
accepted w ithout reservation by 
bankers and o ther extenders of 
credit. This is evidence not m erely 
of an ideal, of som ething to  strive 
for, b u t of an actual accomplish­
m ent—a goal reached. I t  is jea l­
ousy of th is  confidence and respect, 
th is  accomplishment, which is 
causing the  apprehension of some 
of your m em bers, to  which I  re ­
ferred  a while ago.
I  am  m aking no suggestion here 
as to the  propriety  of your ap­
pearing as advocates. I am hoping 
to find out how you can be of the  
g rea test assistance to  th e  Board, 
your client, and to your profession. 
In final analysis the  question is one 
of policy.
I have often  heard  the  jocular 
inquiry as to  which has the  b e tte r 
chance of success—a good case 
poorly presented o r a  poor case 
ably and skillfully presented. I do 
not know the  answer. On the 
whole, perhaps i t  is an even break. 
I can say th is, however. There 
m ay be an excuse fo r the  la tte r  
b u t there  can be nothing bu t re ­
g re t and disappointm ent growing 
ou t of th e  form er. The Board of 
Tax Appeals has had the  experi­
ence of hearing all kinds. There 
have been good cases well pre­
sented, good cases poorly present­
ed, poor cases well presented and 
poor cases poorly presented. 
W hether the  Board has been able 
to find the  r ig h t answ er in all of 
them  is a  m a tte r  on which I do not 
here express an opinion. If  it  has 
not done so in th e  first situation, 
i t  is th e  fau lt of the  Board. As to 
th e  o ther th ree  the  Board has, a t 
least, a  defensible ground fo r fail­
ure. You will note th a t  of the 
four given, there  is only one in 
which the  Board has th e  full op­
portun ity  to  do justice  to  itself. 
I t  m ay do justice  to  th e  parties 
even in  the  o ther th ree  bu t i t  is 
a t  th e  expense of g rea t labor and 
even uncertain ty , a t  best.
And now aside fo r a  m oment 
from  the  consideration of any ef­
fect on the  standards of the  pro­
fession of accountancy which m ay 
be involved in certified accountants 
acting as advocates, le t us con­
sider the  case purely from  the  
standpoint o f the  taxpayer. He is 
your client and to  him, of course, 
is your first duty. To see th a t  your 
client gets exact justice  is your 
aim. He goes to  you because you 
are  a  specialist in the  complicated 
economic struc tu re  w ith in  which 
we live. He goes to  you fo r the  
fu rth e r  reason th a t  he  has confi­
dence in your skill and a tta in ­
m ents to  tell him  w ith  exactness 
w hat taxes he should pay. As­
sum ing he is an honest client, you 
advise him  fully of his liability 
and show him  all the  details—the 
details which work in his favor as 
well as those which do not. If  he 
is not an honest client and you are  
not able to sa tisfy  yourself th a t  
you know the  tru th , and the  whole 
tru th , you would, of course, de­
cline his case. H aving fully sa t­
isfied yourself of the  tru e  condi­
tion of your client’s liability and 
so advised him, w hat is your next 
du ty? I t  is to present i t  to  the  
tribunal designated to hear it. If  
you are  not fully equipped fo r th a t  
duty, then  no m atte r  how care­
fully and accurately you have pre­
pared his case, the  client is in 
danger of sustain ing the  loss of 
his appeal. I t  is ju s t  here th a t  I 
feel the  certified public accountant 
should carefully weigh in his mind 
his responsibility to his client.
I have been told by some certi­
fied public accountants th a t  since 
the  organization of the  Board of 
Tax Appeals, they  feel the  need 
of the  study  of the  law of evi­
dence, and th a t  they  intend to en­
roll in  a  law school and take  spe­
cial courses in pleading and evi­
dence. T ha t is all r ig h t as fa r  as 
it goes b u t I fea r th a t  i t  does not 
go fa r  enough. A knowledge of 
pleading and evidence is very help­
ful bu t a  m astery  of them  is dif­
ficult and comes only w ith  long 
experience and practice. There are 
men who are  native advocates, 
who by instinct have th e  flare of 
advocacy. B ut as I view it, there  
is a  more fundam ental necessity 
in the  presentation, argum ent and 
briefing of a  case. L et us advert 
again to  the  point where you are 
weighing in your mind your re ­
sponsibility to your client. I f  his 
case, in  addition to  th e  fac ts  of 
accountancy of which you have the  
m astery , involves the  in te rp re ta ­
tion of a  contract under a  s ta tu te  
or the  common law of a  given state , 
or perhaps involves th e  even more 
difficult problem of real property, 
your knowledge of pleadings and 
evidence would perhaps not serve 
to  p ro tect your client’s r ig h ts . 
The experience of the  Board
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shows th a t  com paratively few ap­
peals involve issues of pure ac­
countancy. By th a t  I m ean issues 
in which no questions of substan­
tive law are  presented. Well nigh 
every appeal involves such law 
questions and these  run  the 
whole gam ut of law—corporations, 
tru sts, domestic relations, bank­
ing, to rts , partnerships, contracts, 
real property, negotiable in stru ­
ments, receivership and bankrup t­
cy, and even crim inal law in cases 
in which fraud  is involved. Each 
and every one of these enum­
erated branches of the  law have 
been presented to  th e  Board not 
once bu t repeatedly. Any advocate 
who is not thoroughly grounded 
in these subjects is a t  a  grave dis­
advantage in presenting cases in 
which they  are  involved. You can 
see from  th is, th a t  a superficial, 
or even a thorough tra in ing  and 
understanding in pleadings and 
evidence would not enable you 
you to do justice  to yourself, your 
profession or your client.
As I s ta ted  in the  outset, w hat I 
have said here is no t in criticism  
nor is i t  intended in a  sp irit of 
g ratu itous advice. T ha t is neither 
my province nor m y in ten t. But, 
I  am in terested  in the  success of 
the Board of Tax Appeals. I am 
anxious beyond m easure fo r i t  to 
fulfill in every possible way the  
functions fo r which it  was created. 
I w ant to  see its  decisions re ­
spected fo r th e ir  m erit and justice. 
The care and accuracy w ith which 
a case is prepared contributes im­
mensely to  th e  ability of the  Board 
to render such decisions, and the  
same is tru e  of th e  clarity  and 
skill w ith  which i t  is presented. 
I t  is therefore of g rea t in te rest to  
me to see cases both well prepared 
and well presented. As I  said a  
while ago, each requires a  special 
kind of train ing . There is ample 
room and reason fo r men of both 
classes' of tra in ing  to  work to­
gether fo r the  desired end, viz; 
the  b e tte r  tria l of ta x  cases.
Of late I  have talked w ith  the  
heads of accounting firms and also 
of law firms and I am  struck  w ith
the  sim ilarity  of the  realization 
b rought home to both, viz; th a t  
in the  preparation  and tr ia l of tax  
cases both are  a t  a  grave disad­
vantage w ithout the  help of the  
other. Only a short tim e ago the  
head of one of th e  largest law 
firms engaged in the  tax  practice 
said to  me th a t  his firm had long 
since realized the  absolute neces­
sity  of associating w ith them ­
selves Certified Public Accountants 
in the  preparation and presenta­
tion of every tax  case in which 
they  are  employed. He said th a t  
the  first advice given by his firm 
to  a client is th a t  such an account­
a n t should be employed. If  the  
client does not w ant to do th is, the  
firm does i t  on its  own responsibil­
ity . He then  called m y a tten tion  
to  the  success which his firm en­
joyed in the  practice both before 
the  Board and in th e  Bureau of 
In ternal Revenue and sta ted  th a t 
he a ttribu ted  such success largely 
to  th is  policy. On th e  o ther hand, 
I have had conversations w ith Cer­
tified Public Accountants, both 
individual practitioners and mem­
bers of prom inent accounting 
firms, and they  have sta ted  in al­
m ost exactly the  same language 
th a t  th e ir  experience had tau g h t 
them  th e  necessity of associating 
legal counsel in tax  cases before 
the  Board—as well as in the  Bu­
reau  of In ternal Revenue. One of 
them  rem arked to  me th a t  he had 
come to believe th a t  nothing could 
p resent a more helpless picture 
th an  a  Certified Public A ccountant 
a ttem pting  to present a  real tax  
case w ithout the  assistance of a 
lawyer, th an  a  law yer attem pting  
to  present a  tax  case which he had 
a ttem pted  to  prepare w ithout the  
advice and assistance of a  Certified 
Public Accountant.
Personally, I feel th a t  these two 
im portant professions are  of ne­
cessity complement to  each other in 
the  tax  practice. I have seen the  
combination w ork so satisfactorily  
to both  professions and to  the  
Board (and, I  m ight add, to  the  
client as well) th a t  I am rem inded 
to quote from  H iaw atha (w ithout
fully adopting the  u ltim ate con­
clusion) :
“A s u n to  th e  bow  th e  co rd  is,
So u n to  th e  m a n  is  w o m an :
T h o u g h  sh e  b e n d s  h im , sh e  o b eys h im ,
T h o u g h  sh e  d ra w s  h im , y e t  sh e  fo l­
low s,
U se le ss  e ac h  w ith o u t  th e  o th e r ! ”
And now let me take a few m in­
utes more of your tim e and tu rn  to  
the  m atte r  of w hat the  Board is 
doing. As you know, the  Board 
was organized on Ju ly  16, 1924. 
The first case was heard  about the  
middle of A ugust of th a t  year. 
However, i t  was approxim ately 
th e  middle of October before we 
began hearing cases w ith  any de­
gree of regu larity  because of the  
few  cases coming to  issue in  the  
form ative stages of our existence. 
I t  was not until about the  first of 
th is  year th a t  the  Board really 
took its  stride. There were twelve 
m em bers of the  Board until April 
1st of th is  year, a t  which tim e 
fou r new appointees took office. 
The resignation of one m em ber a t 
th a t  tim e made the  Board m em ber­
ship fifteen. This num ber re ­
mained constant until Septem ber 
1st when one new m em ber took 
office. A  week later, however, an­
o ther m em ber resigned, so th a t  the  
num ber rem ains a t  fifteen.
Since our organization and until 
October 1st of th is  year, 7,664 ap­
peals have been filed. Of th is  
num ber, to  the  same date approxi­
m ately 3,800 have been heard  and 
disposed of. This is alm ost ex­
actly  50 per cent. As I  said a  while 
ago, th e  Board did not begin a t  
once th e  hearing  of cases a f te r  its  
organization. A vacation period 
of approxim ately six weeks was 
observed from  th e  middle of Ju ly  
to  th e  first of Septem ber of th is  
year—so th a t  th e  work indicated 
above covers approxim ately 9½  
m onths of activities, o r about 400 
cases per m onth output. I t  has 
not been easy to  accomplish th is  
am ount of work and i t  has been 
possible only by dint of the  u tm ost 
exertion and industry  on th e  p a rt 
of th e  m em bers as well as of the  
en tire  personnel of the  Board,
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The Board is calendaring ap­
peals fo r h e a r in g  approxim ately 
fou r m onths from  the  date of is­
sue and is hearing  and disposing 
of them  as they  come on fo r hear­
ing. In view of the  intricacy of 
the  problems presenting and the  
care and though t required in th e ir  
solution th is  is perhaps not an un­
reasonable period in which to reach 
appeals a fte r  th e ir  coming to issue. 
W hen a case can be heard approxi­
m ately four m onths from  the  date 
of issue, i t  is in a real sense cur­
ren t— or practically so. Our ex­
perience shows th a t  the  average 
taxpayer—indeed m ost of them — 
desire a period of from  four to  five 
m onths in which to  prepare fo r 
trial. And even a t th a t  there  are 
num erous delays brought about by 
continuances requested by ta x ­
payers. M any appeals could be, 
and would be, reached sooner, if 
th e  parties were a t all tim es ready 
to  go forw ard.
There have come to my a tten tion  
lately stories and rum ors to  the  
effect th a t  the  Board is four or five 
years behind in the  hearing of its  
calendar, and th a t  to  date approxi­
m ately 600 cases out of over 7,000 
have been disposed of. From  w hat 
source th is  m isinform ation origi­
nates, I do not know. All of the  
records of the  Board are  open to 
the  public and there  would seem 
to  be no reason fo r inaccurate and 
m isleading sta tem ents to  become 
cu rren t when exact inform ation is 
so readily obtainable.
You m ay be fu r th e r  in terested  
in the  work of th e  Board from  the  
standpoint of dollars. Some tim e 
ago I caused a compilation to  be 
made of 1,500 appeals. These 
were not picked cases b u t were 
taken bodily from  th e  files in ac­
cordance w ith  th e ir  docket num ­
bers—th e  run  of the  mine, so to 
speak. A review of these appeals 
shows th a t  th e  average deficiency 
per appeal is $15,264. On th is  
basis the  to ta l num ber of appeals 
filed to  October 1, 1925 (7,664 in  
num ber), involve deficiencies of 
$116,983,296. And on th e  same 
basis the  appeals heard  and dis­
posed of involve $58,000,000. As 
I said before th is  represents ap­
proxim ately 9½ m onth’s work or 
an approxim ate average of $6,000,-
000 per month.
The Board, and every m em ber 
on it, is conscious of the m agni­
tude of the  task  in hand. The in­
come tax  law is necessarily in tr i­
cate because of its  b read th  of 
scope and universality  of its  ap­
plication to a wide diversity  of sub­
jec ts and persons. The problems it 
presents are  m any and difficult of 
solution. The Board is striv ing  
hard  to solve these problems cor­
rectly, bu t it  need not be said th a t  
to do so i t  m ust have the  assis t­
ance of a  h igh degree of technical 
skill. This assistance the  Certified 
Public A ccountants are able to  
give us. W ith the  quality  of as­
sistance, which a  profession w ith 
such exalted and severe standards 
as yours can give us, our task  will 
be made easier and the  complex 
problems of taxation  m ay be 
brought to  a  more exact science, 
to th e  satisfaction of all the  tax ­
payers of our country and to  the  
Government of which they  are  a 
part.
PARTY OF ACCOUNTANTS 
PLA N  TOUR OF EUROPE
W hile Mr. Adolph R after, one of 
our m em bers a t 1 Broadway, New 
York City, was in the  office re ­
cently he indicated th a t  he  ex­
pected to a ttend  the  In ternational 
A ccountants’ Congress to be held 
in A m sterdam  on July  6, 7, 8 and 9, 
next. He said th a t  several of his 
friends, knowing of his experience 
in European travel, had asked him 
to m ake arrangem ents fo r a  pa rty  
of accountants and th e ir  fam ilies 
to v isit A m sterdam  and then  con­
tinue a  to u r th rough  Europe. He 
indicated th a t  th e  p a rty  is no t yet 
completed and th a t  any m em bers 
of the  Society desiring to  join them  
should communicate w ith  him.
“ T h e  p e s s im is t  fin d s  i t  v e ry  e asy , 
h a v in g  a n  e a s y  t im e , to  t h in k  a b o u t  th e  
h a r d  t im e  h e  w o u ld  h a v e  i f  h e  w e re  
h a v in g  a  h a r d  t im e .” — T h e  E a g le ,  W .
F . R o b e r ts  C o m p an y , W a s h in g to n , D. C .
 
BOOK REVIEWS
A Treatise on Double E n try  Book­
keeping
B y  P r a t e r  L u c a s  P a c io l i ; T r a n s la te d
f o r  t h e  I n s t i t u t e  o f  B o o k k e e p e rs ,
L im ite d ,  b y  P i e t r o  C r iv e lli,  F .  C . R .
A . H a r p e r  &  B r o th e r s ,  N ew  Y o rk .
C lo th , 1 2 6  p a g e s .
This volume is a  transla tion  of 
the  earliest known publication on 
double en try  bookkeeping. This 
work, the  “Suma de A rithm etica, 
Geometria, Proportioni e t Propor- 
tionalita,” as its  title  indicates, 
dealt also w ith o ther subjects and 
included the first European trea tise  
on algebra. The translation  in­
cludes only Section IX, T reatise XI 
of the  original work, namely, “P a r­
ticu lars of Accounting and Record­
ing.”
To one who is in terested  only in 
m odern m ethods the  book will have 
but slight appeal. To the account­
an t who is in terested  in the  genesis 
of his profession, however, it  is a 
classic and deserving of a  place in 
his library.
A lthough the  development of 
commerce in th e  past fou r cen­
tu ries and m ore has naturally  car­
ried w ith  it  a  corresponding evolu­
tion of accounting methods, i t  is 
in teresting  to note th a t  Pacioli did 
his work w ith  such thoroughness 
th a t  th e  fundam ental principles 
enunciated by him  are  as applicable 
today as they  were in 1494 when 
the  trea tise  was first prin ted  in 
Venice. The tran sla to r has re ­
tained the  mediaeval flavor of the  
original Italian  w ith  the  resu lt th a t  
m uch ligh t is throw n upon the  
economy and business m ethods of 
the  tim es.
The book is a ttrac tive  in style 
and arrangem ent and contains a  re ­
production of an original oil por­
tra i t  of Pacioli in the  Naples Mu­
seum.
JAM ES A. COUNCILOR, 
C .P .A .
“ H o w  do  y o u  m a n a g e  to  k e e p  a w a k e  
d u r in g  th e  S u n d a y  m o rn in g  s e r m o n ? ” 
“ B y  p la y in g  g o lf ,”
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The Presentation of No-Par-Value Capital Stock 
on the Balance Sheet
T MIGHT say fo r the  benefit of 
those of you who were not 
present a t  the  Septem ber m eeting 
of the society th a t  I was delegated 
to  prepare a paper fo r th is  m eet­
ing, and th a t  the  subject w as sug­
gested by one of the  members. 
Please understand th a t  I am  not 
presenting the  subject as an au­
thority . I will a ttem p t to touch 
the points th a t  a re  perplexing and 
hope th a t you will take  notes so 
th a t we m ay have a real live dis­
cussion when I have finished.
Inasm uch as the  underlying con­
siderations in th is  paper are  to be 
balance sheets, ne t w orth, and cap­
ital stock certificates, it is well th a t  
we fix in our m inds a t  the  s ta r t  
certain principles in regard  to each. 
The balance sheet is a photograph 
of a business a t a given moment, 
and as such it should a t  least show 
all of the  existing financial fac ts  
as clearly as it  is possible to show 
them . The net w orth  of a corpora­
tion consists prim arily  of capital 
paid in by the  stockholders, un­
distributed accum ulated earnings 
available fo r dividends or deficit, 
and sometimes it  is made to  include 
items neither earned or paid in, 
such as appreciation surplus. I t  
is im portant th a t  a  distinction be 
made between these th ree  classes 
of net worth. And finally, capital 
stock certificates, w hether they  
show a par value or not, are  noth­
ing more th an  certificates entitling 
the holders thereof to  a  certain  
participation in net worth.
Now then, we are ready to take 
up the  various circum stances th a t  
m ay arise in connection w ith  the  
preparation of a balance sheet fo r 
a company having capital stock of 
no par value. L et us first take  up 
the  subject as i t  concerns common 
stock.
B y  F R E D  C. K E L L O G G , C. P .  A . 
M a d iso n , W is .
R e a d  a t  Q u a r te r ly  M e e tin g  o f  W is c o n s in  
S o c ie ty  o f  C e r tif ie d  P u b l ic  A c c o u n t­
a n ts  h e ld  in  M ilw a u k e e , N o v e m b e r  
25 , 1 9 2 5 .
1. Original Issue of no-par-value 
stock.
Consider a  company incorporated 
w ith  an authorized capital of 10,-
000 shares of no-par common 
stock. Probably the  fac t should be 
m entioned here th a t  all s ta te  s ta t­
utes provide some m anner in 
which the  issuing value of no-par 
stock m ay be determ ined. Some 
sta tes  require th a t  the  articles of 
incorporation shall s ta te  a  value 
per share  (usually between $5 or 
$10) below which the  stock m ay 
not be originally issued. The m a­
jo rity  of th e  s ta te  sta tu tes, how­
ever, vest the power of determ in­
ing the  value a t  which the  stock 
shall be issued w ith  the  directors 
or w ith tw o-thirds of the  holders 
of each class of stock. F or our 
purposes, we m ay consider our 
points in the  ligh t of the  la t te r  
circumstance.
We will assum e th a t  th e  incor­
porators agreed to  and did issue
5,000 shares fo r cash a t  $40 per 
share and issued the  rem aining
5,000 shares fo r property  which 
they  valued a t $175,000.00. The 
Capital Stock Account would then  
show 10,000 shares of stock out­
standing a t $375,000.00, and these 
facts should appear on the  balance 
sheet in the  same m anner. This 
is the  sim plest condition th a t  will 
be m et, b u t  i t  illustrates the  car­
dinal point claimed fo r th e  use of 
no-par-value stock; namely, th a t  
the Capital Stock account will a t  
all tim ?s represent the  actual value 
a t  which the  stock was issued.
If, subsequently, the  articles are 
amended to  authorize an additional
5,000 shares and it is issued a t $45 
per share, $225,000.00 should be 
credited to  Capital Stock w ithout 
regard  to the  original issuing 
price of $40.00. If  an a ttem p t is 
m ade to create accounts fo r pre­
miums or discounts on stock is­
sues, you imm ediately approach 
the  par-value idea.
I t  m ight be well to consider the  
federal and s ta te  income tax  laws 
in regard  to purchase and sale of 
capital stock a t  th is  point. The 
following is quoted from  Article 
543, Regulations 65, “The proceeds 
from  the  original sale by a cor­
poration of its  shares of capital 
stock, w hether such proceeds are 
in excess of or less th an  the  par 
value of the  stock issued, consti­
tu te  th e  capital of the company. 
I f  th e  stock is sold a t  a  premium, 
the  prem ium  is not income. Like­
wise, if  the  stock is sold a t  a dis­
count, the  am ount of the  discount 
is not a loss deductible from  gross 
income.” The use of no-par-value 
stock certainly is in keeping w ith 
th a t  idea. Perhaps the  only sound 
excuse fo r the  use in the  past of 
accounts fo r prem ium  or discount 
on capital stock has been the  de­
sirability  of having the  Capital 
Stock accounts show the  p a r value 
of the  stock issued.
2. Change from  existing par stock 
to no-par stock.
No question should arise as to  
the  m anner of recording the can­
cellation of par-value stock w ith 
the  issue of no-par stock when 
there  are no capital accounts o ther 
than  Capital Stock and Earned 
Surplus. The en try  clearly would 
be a debit and a credit to Capital 
Stock to  wipe out the  old stock 
and to set up the  new a t the  same
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value. There seems to  be no ju s ­
tification fo r th e  inclusion of 
E arned Surplus in  th e  value to  be 
se t up fo r the  new no-par stock 
w ithout the  declaration of a  stock 
dividend as  is considered a pos­
sibility by some.
A question probably will arise, 
however, if  some capital surplus 
or deficit account exists a t  the  
tim e th e  change is to  be made. 
Consider a  corporation w ith  out­
standing common stock of $100,-
000.00 p a r value, capital surplus 
of $25,000.00 resu lting  from  the  
sale of stock a t  a  prem ium  and 
earned surplus of $50,000.00. The 
articles are  amended to  authorize 
the  issue of 1,000 shares of no-par- 
value common stock to  take  th e  
place of the  outstanding par-value 
stock. The en try  to  give effect to  
th e  change would be e ither of the  
following:
C a p ita l  S to c k  . . . .  $ 1 0 0 ,0 0 0  
C a p ita l  S u rp lu s  . . . 2 5 ,0 0 0
C a p ita l  S to c k  . .  $ 1 2 5 ,0 0 0
( E x p la n a t io n )
C a p ita l  S to c k  . . . .  $ 1 0 0 ,0 0 0
C a p ita l  S to c k  . .  $ 1 0 0 ,0 0 0
(E x p la n a t io n )
The second of these two entries 
does not consider Capital Surplus 
and fo r th a t  reason does not seem 
to  be in keeping w ith  the  no-par- 
stock idea. The fac ts  are  th a t  the  
company originally issued its  cap­
ita l stock a t  $125,000.00 and now 
i t  m erely pu ts in to  th e  hands of 
th e  stockholders certificates which 
do no t carry  a sta ted  value on th e ir  
face. The Capital Surplus account 
was used only th a t  th e  account 
Capital Stock m igh t show the  par 
value o f the  stock outstanding. 
W ith th e  no-par-value stock out­
standing a f te r  th e  change is com­
pleted there  is no p a r value to be 
shown separately. Therefore, why 
continue to  carry  Capital Surplus? 
If  Capital Surplus is continued on 
th e  books i t  is  an  admission th a t  
you still have p a r value in  mind, 
because th e  balance of Capital Sur­
plus was determ ined by deducting 
th e  p a r value from  th e  issuing 
value of the  original stock.
A different situation arises, how­
ever, if  th e  capital surplus is the  
resu lt of a revaluation of fixed
assets. I oftentim es wonder if  
surplus arising  in such a m anner 
is properly referred  to  as capital 
surplus, because if  the  appreciation 
is subsequently realized from  a 
sale of th e  property  revalued, i t  
becomes earned surplus. Probably 
it  should be styled “Appreciation 
A rising from  the  Revaluation of 
Fixed A ssets” or some sim ilar ex­
planatory title . A t any ra te , if 
such an account exists, i t  should 
not be wiped out and buried in 
Capital Stock if  the  accounts and 
the  balance sheets prepared there­
from  are to  show th e  facts. An 
increase in th e  value of a  corpora­
tion’s property  which has not been 
realized by a sale is im portan t in­
form ation to  anyone reading th a t  
corporation’s balance sheet. F u r­
therm ore, th is  reasoning does not 
contradict w hat has been discussed 
in  the  preceding paragraphs, be­
cause no capital stock has been is­
sued in exchange fo r such appre­
ciation.
3. No-Par-Value T reasury  Stock.
The fac t th a t  a  company’s stock 
has no p a r value will no t elim inate 
treasu ry  stock. I t  m ay ex ist w ith  
no-par stock w here i t  m igh t exist 
w ith  p a r stock, and will be acquired 
either by donations o r purchases.
I t  seems fairly  well agreed th a t  
T reasury  stock of no par value 
donated should no t be placed on 
th e  records a t  any value until i t  
is sold and then  a t  the  selling price. 
W hen i t  is acquired, an  en try  
should be m ade in m em orandum  in­
dicating the  num ber of shares 
donated. The balance sheets p re ­
pared during the  tim e such stock 
is held would p resent Capital 
Stock as follows:
1 0 ,0 0 0  s h a r e s  a u th o r iz e d  a n d  
is su e d
1, 5 00  s h a r e s  h e ld  a s  d o n a te d  
t r e a s u r y  s to c k
8 ,50 0  s h a r e s  o u t s t a n d in g  . .  $ 5 0 0 ,0 0 0
Such a presentation gives the  
facts. Stockholders paid in  cap­
ita l of $500,000.00 and th a t  con­
tribu tion  rem ains unchanged in 
th e  hands of th e  corporation re ­
gardless of the  num ber of shares 
th a t  are  given back to  it. W hen
the stock is sold, the  am ounts re ­
ceived should be credited to  Capital 
Stock, because the  am ounts re ­
ceived from  such sales are really 
additional capital contributions. 
W hy credit Donated Surplus or 
some sim ilar account? Donated 
Surplus is nothing m ore th an  paid 
in capital. I t  certainly isn’t  earned 
from  operations, and to  go back to  
the  beginning of th is  paper we saw 
th a t  net w orth is made up of own­
er’s capital contributed, undis­
tribu ted  earned surplus available 
fo r dividends or deficit, and of ap­
preciation of assets.
Assum ing th a t  th e  1,500 shares 
of treasu ry  stock was sold a t  $55 
per share  the  balance sheet presen­
ta tion  would then be:
C o m m o n  S to c k  o f N o P a r  V a lu e :
1 0 ,0 0 0  a u th o r iz e d  a n d  o u t ­
s ta n d in g  .................................  $ 5 8 2 ,5 0 0
H ere again  we have the  facts. 
There are  10,000 shares of stock 
in the  hands of stockholders and 
the  corporation received paid in 
capital of $582,500.00 w ith  which 
to do business.
There seems to  be considerable 
difference of opinion as to th e  best 
m ethod of handling treasu ry  stock 
when i t  is purchased a t  a  price 
above or below the  issued price. 
Consider a  company th a t  had is­
sued 10,000 shares of no-par com­
mon stock a t  varying prices, the  
average of which was $35 per 
share, and had la te r  repurchased
1,000 shares a t  $40 per share, 
which i t  now holds as treasu ry  
stock. The company’s earned sur­
plus is $60,000. Assum ing th a t  i t  
is desirable to  show treasu ry  stock 
in th e  balance sheet as a  deduction 
from  capital and not as an asset, 
th e  following presentations are  be­
ing advocated.
(a )  C om m on S to ck  o f N o P a r  V alu e :
10,000 s h a re s  a u th o riz e d  a n d  i s ­
su e d  ....................................... $350,000
1,000 s h a re s  t r e a s u r y  s to c k  p u r ­
ch ased  ................................  40,000
9,000 s h a re s  o u ts ta n d in g ..............  310,000
E a rn e d  S u r p l u s ................................... 60,000
T o ta l P r o p r ie ta ry  I n t e r e s t ............ 370,000
(b ) E x ce ss  o v e r  a v e ra g e  issu e  p rice
p a id  fo r  t r e a s u r y  s to ck , $5,000. T h e  above  
to  be c a r r ie d  a s  a  d e fe r re d  ite m  on th e  
d e b it  s id e  o f th e  b a la n ce  sh ee t.
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Common S tock  of No P a r  V a lu e : 
10,000 sh a re s  a u th o r iz e d  a n d  is ­
su ed  ....................................... $350,000
1, 000 sh a re s  t r e a s u r y  s to c k  p u r ­
ch ased  ................................... 35,000
9,000 sh a re s  o u ts ta n d in g ..............  315,000
Earned S u rp lu s  ................................  60,000
T o ta l P ro p r ie ta ry  I n t e r e s t ............ 375,000
(c) C om m on S to ck  o f No P a r  V alue:
10,000 sh a re s  a u th o r iz e d
a n d  i s s u e d ___ $350,000
1,000 sh a re s  tre a s u re y
s to c k  p u r ­
ch ased  ................  35,000
9,000 sh a re s  o u ts ta n d in g ..............  315,000
E a rn e d  S u r p l u s ................  60,000
D educt excess o v e r a v e r­
age  issu e  p r ic e  p a id
fo r t r e a s u ry  s to c k ___  5,000
----- -------- 55,000
T o ta l P ro p r ie ta ry  I n t e r e s t ............  370,000
(d ) C om m on S to ck  of N o  P a r  V alue:
10,000 sh a re s  a u th o riz e d  an d  is ­
su ed  ....................................... $350,000
E a rn e d  S u rp lu s  ................................  60,000
410,000
D educt 10,000 sh a re s  t r e a s u r y  
s to ck  p u rc h a se d  _............................ 40,000
T o ta l P ro p r ie ta ry  I n t e r e s t ............ 370,000
Probably the  m ost logical way to 
pass judgm ent on the above pre­
sentations is to  first consider w hat 
happens when such treasu ry  stock 
is sold. If  th e  treasu ry  stock is 
sold a t  $40 per share, the  price a t 
which i t  was purchased, no prob­
lem is encountered. If, however, 
the stock is sold a t  $36 per share, 
one is confronted w ith the  problem 
of disposing of $4,000, th e  excess 
of the  cost over th e  selling price of 
the treasu ry  stock. W hat has hap­
pened? The earnings from  opera­
tions clearly haven’t  been affected. 
The facts are th a t  the  corporation 
actually has less contributed capi­
tal by $4,000 th an  i t  previously 
had. Consider again Article 543, 
Regulations 65, which is fu rth e r 
quoted as follows: “If, fo r the  pur­
pose of enabling a  corporation to  
secure working capital or fo r any 
other purpose, th e  shareholders do­
nate or re tu rn  to th e  corporation 
to be resold by i t  certain shares of 
stock of the  company previously 
issued to  them , or if th e  corpora­
tion purchases any of its  stock and 
holds i t  as treasu ry  stock, th e  sale 
of such stock will be considered a 
capital transaction  and th e  pro­
ceeds of such sale will be trea ted  
as capital and will not constitute
income of the corporation. A cor­
poration realizes no gain or loss 
from  the  purchase or sale of its  
own stock.” I t  would seem, there­
fore, in view of the  facts and of the 
Federal income-tax regulations 
th a t the  excess of the  cost over 
selling price of the  treasu ry  stock 
sold m ight properly be charged to 
Capital Stock. If  th is  reasoning is 
correct, then  the first presentation 
of treasu ry  stock mentioned is 
m ost in accord w ith th e  facts.
4. The Declaration of Stock Divi­
dends and the  Satisfaction 
Thereof W ith th e  Issuance of 
Stock of No P a r Value.
Some advocates of no-par stock 
m aintain th a t  stock dividends 
should have no place in a  no-par 
stock corporation. The argum ent 
advanced is th a t  the  stock certifi­
cates are merely participation cer­
tificates and consequently an issue 
of additional certificates w ithout 
the  receipt of any additional capi­
tal would not change the net w orth 
situation. T hat is true, bu t i t  is 
equally tru e  in th e  consideration 
of stock having a par value. P er­
haps th e  point in the  minds of 
those who advance th is argum ent 
is th a t  there  would be no value 
th a t could be transferred  from  
Earned Surplus to Capital Stock 
since the  certificates have no 
sta ted  value. This is not a real 
objection, because the  s ta tu tes 
all provide fo r determ ination of a 
value a t  which no-par stock shall 
be issued as has been previously 
pointed out. If  a  stock dividend 
is justified fo r a  corporation hav­
ing stock of p a r value i t  is likewise 
justified fo r a corporation hav­
ing stock of no p a r value.
The procedure would be the 
declaration of a fixed amount out 
of accumulated profits, payable in 
capital stock a t  a specified issue 
value per share. The issue of ad­
ditional certificates, of course, 
would have to be authorized in the 
usual m anner. An entry  should be 
made charging Earned Surplus and 
crediting Capital Stock fo r the  
am ount of th e  dividend. I t  is ad­
vocated by some th a t  the  Capital
Stock account, a fte r the declaration 
and paym ent of a stock dividend in 
no-par-value stock, should show 
separately the num ber of shares 
so issued and the  issuing value 
thereof. This, of course, would be 
in keeping w ith the  point of show­
ing the  facts.
5. Stock of No P a r  Value P referred
As To Assets.
Such stock is certainly not much 
of a change from  the par-value 
idea, bu t it  exists and as such we 
m ust consider it. The principal 
problem in regard  to th is class of 
stock arises only when it  is issued 
a t a value different from  its  re ­
demption value. Again we m ust 
consider th a t  the  balance sheet 
should show the  facts. The im­
portan t fac ts in connection w ith 
th is stock are the  am ount paid in 
and the am ount per share a t  which 
it will be redeemed in the  event of 
liquidation, and the more impor­
ta n t fac t of the two is the amount 
of capital paid in. Therefore, i t  
would seem th a t  the  best presenta­
tion in the  Capital Stock account 
and on th e  balance sheet would be 
to show the  num ber of shares is­
sued a t  the  issuing value and to  
show the  redem ption value as a 
memorandum.
Some suggest th a t  the  redem p­
tion value be th e  one shown on the  
balance sheet and th a t the  differ­
ence be considered as a p a rt of the  
common stockholder’s equity.
I  realize th a t  I have only touch­
ed the  high points of th is  whole 
subject and th a t  I  have no t cov­
ered all argum ents pro and con, 
b u t I hope th a t  enough points have 
been raised so th a t  we can now 
have a profitable discussion.
M isu n d e rs to o d .
M in is te r  ( to  f la p p e r ) .— “ W o u ld  yo u  
c a re  to  jo in  u s  in  th e  m is s io n a ry  m o v e ­
m e n t? "
F la p p e r .— “ I ’m  j u s t  c ra z y  to  le a r n  i t .  
I s  i t  a n y th in g  l ik e  th e  c o lle g ia te  
w a l tz ? ”
C o u s in  E z ra .— “ Is  t h a t  a  n e w  h a ll  
c lo ck  o v e r  t h e r e ? ”
W ife  o f  D eceased .— “ S h -h -h . T h a t ’s 
p o o r o ld  J o h n . I  k n e w  th e  ro o m  w o u ld  
b e  c ro w d ed , so I  s to o d  th e  coffin on  
e n d .”
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T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T  January ,
A C C O U N T IN G  T H E O R Y  A N D  P R A C T IC E — P A R T  I  
J u ly  2 9 , 1 9 2 5 — 9  a .  m . to  2  p . m .
A n sw e r  a ll th e  fo llo w in g  q u estio n s .
1. (3 3  p o in ts .)
Y o u r firm  a u d i t s  a n n u a l ly  th e  b o o k s  o f  th e  N o n -B e sse m e r 
I r o n  M in in g  C o m p an y .
T h e  fo l lo w in g  c o s t  s h e e t  a n d  c o n d e n s e d  p ro f i t-a n d - lo s s  
s t a te m e n t  a r e  t h e  r e s u l t  o f  y o u r  a u d i t :
C o s t  S h e e t  f o r  Y e a r  1 9 2 2  
( 9 0 0 ,0 0 0  to n s  m in e d )
S u p p lie s  a n d  C ost
L a b o r  E x p e n se  T o ta l p e r  ton
1. M i n i n g .............................. $615,000 $164,000 $779,000 .866
2. T im b e rin g  ..................... 108,000 72,000 180,000 .200
S. U n d e rg ro u n d  t r a m ­
m in g  an d  h o i s t in g . . 108,000 900 108,900 .121
4. P u m p in g  .........................  45,000 7,200 52,200 .058
5. M ine  c a p ta in s , fo re ­
m en  an d  s h i f t  b osses 27,000 27,000 .030
6. C ru sh in g  a n d  s to c k ­
p ile  ................................  54,000 8,100 62,100 .069
7. P o w er, l ig h t, h e a t  a n d
w a te r  ............................. 9,000 198,000 20 7,000 .230
8. L o ad in g  fro m  s to c k ­
p ile  ................................  18,000 7,200 25,200 .028
9. S u p e rin te n d e n c e  an d
m in e  o f f ic e ................... 36,000 3,600 39,600 .044
10. G en era l m a in te n a n c e . 45,000 162,000 207,000 .230
1,065,000 623,000 1,688,000 1.876
11. F ix e d  c h a rg e s  a n d
g e n e ra l e x p e n se .........  472,000 .524
12. T o ta l  C o s t .......................  2,160,000 2.400
C o n d e n se d  P ro f l t - a n d -L o s s  S ta te m e n t  f o r  t h e  Y e a r  1 9 2 2
T o ta l S a les— 800,000 to n s  @ $4.80.........................................  $3,840,000
C ost of o re  so ld— 800,000 to n s  @ $2.40..............................  1,920,000
G ross P r o f i t .......................................................................................  1,920,000
D ed u ct:
C ost beyond  th e  m in e ................................... $1,280,000
R o y a ltie s  ............................................................ 480,000
A d m in is tra t iv e  E x p en se  ............................ 60,000
-----------------  1,820,000
N e t P ro fit— 800,000 to n s  @ $0.125.........................................  100,000
F ro m  a  c u r s o ry  re v ie w  o f th e  fo re g o in g , i t  is  a p p a r e n t  t h a t  
s e v e ra l  o f  th e  i te m s  o f  c o s t p e r  to n  a re  u n u s u a l ly  h ig h  a n d  
th e  n e t  p ro f it  p e r  to n  is  c o r re s p o n d in g ly  low . T h e re fo re  i t  
i s  d e c id e d  t h a t  a n  in v e s t ig a t io n  s h a l l  be  m a d e  to  a s c e r ta in  
t h e  c o r re c tn e s s  o r  o th e rw is e  o f  th e  to n n a g e  m in e d .
T h e  fo llo w in g  in f o r m a t io n  r e la t iv e  to  o p e ra t io n  is  o b ta in e d , 
a n d  y o u  a r e  d i r e c te d  b y  y o u r  p r in c ip a ls  p ro p e r ly  to  a p p o r ­
t io n  th e  c o s ts  in  a c c o rd a n c e  th e r e w i th ;  sh o w  th e  t r u e  n e t  
p ro f i t  o n  th e  o re  so ld ;  p r e p a r e  a  r e v is e d  c o s t s h e e t  sh o w in g  
c o s ts  f o r  b o th  b ro k e n  a n d  h o is te d  o re s  a n d  a  r e v is e d  c o n ­
d e n se d  s t a te m e n t  o f p ro f i t  a n d  lo s s .
T h e  u su a l  m in in g  p ro c ed u re  is  b re a k in g  a w ay  th e  ore , 
t r a m m in g  ( lo a d in g  o n  c a rs  a n d  h a u l in g  to  th e  s h a f t ) ,  h o is t ­
in g  to  s u r fa c e ,  c r u s h in g  a n d  lo a d in g  o n  s to c k p ile .
T h e  p r a c t ic a l  m in e r  c a lls  o re  “ m in e d ’’ o n ly  w h e n  i t  r e a c h e s  
th e  s to c k p ile . Y o u r  in v e s t ig a t io n  d isc lo se s  th e  f a c t  t h a t  
w h ile  9 0 0 ,0 0 0  to n s  r e a c h e d  th e  s to c k p ile ,  a n d  th is  to n n a g e  
w a s  th e  b a s is  f o r  th e  p e r - to n  c o s t  o n  th e  c o s t sh e e t,  a n  a d d i­
t io n a l  q u a n t i ty  o f  1 2 5 ,0 0 0  to n s  w a s  c o m p le te ly  m in e d  to  th e  
t r a m m in g  s ta g e .  T h is  b ro k e n  o re , b e c a u se  o f  i t s  h ig h  
a n a ly s is  o f  i r o n  c o n te n t ,  h a s  a  b e t t e r  m a r k e t  v a lu e  th a n  th e  
o r d in a r y  o re  a n d  w ill  be  l e f t  a s  i t  is  u n t i l  i t  c a n  be  s to c k ­
p ile d  b y  i ts e l f .  T h is  c o n d it io n  m a y  b e  c o n s id e re d  a s  a n a lo ­
g o u s  to  t h a t  o f  g o o d s  in  p ro c e s s  in  a  m a n u f a c tu r in g  c o n c e rn .
N o te  t h a t  th e  h o is te d  o re  sh o u ld  n o t  be  c h a rg e d  fo r  th e  
e x p e n se  in c u r r e d  in  p ro d u c in g  th e  b r o k e n  o re .
2. (3 0  p o in ts .)
T h e  I. R o u ss im  M a n u fa c tu r in g  C o rp o ra tio n  is  r e q u e s te d  
b y  i t s  b a n k e r s  to  file  w i th  th e m  a  b a la n c e  sh e e t,  d u ly  c e r ­
tified , sh o w in g  i ts  c o n d itio n  a s  of D ecem b er 31, 1923.
T h e  c o r p o ra t io n  a s k s  y o u  to  e x a m in e  i t s  b o o k s  o f  a c c o u n t 
a n d  c e r t if y  to  th e  fo llo w in g  b a la n c e  s h e e t,  w h ic h  is  in  a c c o rd  
w ith  th e  g e n e ra l led g e r:
B a la n c e  S h e e t— D e c e m b e r  3 1 , 1 9 2 3
A sse ts
L a n d  ..................................................................................... $80,000
B u ild in g  ..............................................................................  127,500
M a c h in e ry  ....................................................... .................. 224,000
F u r n i t u r e ............................................................................ 5,000
Good-w ill .............................................................................  100,000
C ash  ..................................................................................... 33,800
R eceivab les .......................................................................  120,000
In v e s tm e n ts  ......................................................................  50,000
I n v e n to r y ............................................................................ 155,000
P re p a id  E x p en se  ............................................................ 2,575
T o ta l A sse ts  .........................................................................  $897,875
L ia b ili t ie s
N o tes P ay ab le  ................................................................. $120,000
C re d ito rs  ............................................................................ 62,000
B onds .............................................................................. .... 100,000
T o ta l .........................................................................................  282,000
N e t w o rth :
C ap ita l s to ck  .........................................................  $500,000
U n d iv id ed  P ro fits  ................................................  115,875
-------------  615,875
Y o u r e x a m in a t io n  d isc lo se s  th e  fo llo w in g :
A . T h e  la n d  w a s  v a lu e d  b y  a n  a p p r a is a l  c o m p a n y  a s  a t  
J u ly  10, 1923, a n d  th e  a p p ra is a l  in c re a s e  o f 39,500 c red ite d  
t o  u n d iv id e d  p ro f its .
B . T h e  b u ild in g , m a c h in e ry  a n d  f u r n i tu r e  w e re  re c o rd e d  
a t  c o s t. D e p re c ia t io n  h a d  b e e n  w r i t te n  off r e g u la r ly  a n d  a t  
a n  a d e q u a te  ra te ,  v iz .: B u ild in g s , $22,500; m a c h in e ry , 
$ 9 6 ,0 0 0 ; f u r n i tu r e ,  $ 3 ,0 0 0 .
C. T h e  g o o d -w ill h a s  b e e n  e s t im a te d  b y  th e  o fficers o f  th e  
c o r p o ra t io n  a n d  th e  a m o u n t  c r e d i te d  to  u n d iv id e d  p ro f its ,  
J u ly  1, 1 9 2 3 .
D. T h e  c a sh  b a la n c e  is  c o m p o sed  a s  fo llo w s:
On h a n d  .............................................................. .................................. $2,000
D e fu n c t s ta te  b a n k ............................................................................ 1,800
X  n a tio n a l  b a n k .............................. .................................................... 33,000
Y s ta te  b a n k  (o v e rd r a f t ) .............................................................. (12,000)
S in k in g -fu n d  t ru s te e s  ..................................................................... 9,000
33,800
T h e  c a sh  o n  h a n d  in c lu d e s  I . O. U .’s o f  a  fo r m e r  s a le s m a n , 
$ 5 7 5 ; th e  d e f u n c t  s t a te  b a n k  h a s  b e e n  c lo sed  f o r  so m e  t im e ;  
th e  r e c e iv e r  e x p ec ts , e v e n tu a lly ,  to  p a y  50 c e n ts  o n  th e  d o l­
l a r ;  th e  o v e r d r a f t  in  Y s ta te  b a n k  is  c a u s e d , p a r t ly ,  b y  h o ld ­
in g  o p e n  th e  c a sh  b o o k  a n d  e n te r in g ,  a s  o f  D e c e m b e r 31 ,
1 9 2 3 , c h e q u e s  is su e d  to  c r e d i to r s  in  J a n u a r y ,  1 9 2 4 , a m o u n t­
in g  to  $ 9 ,0 0 0 .
E . T h e  re c e iv a b le s  in c lu d e :  $ 1 5 ,0 0 0  in i t i a l  p a y m e n t  fo r  
n e w  m a c h in e ry  o rd e re d  u n d e r  c o n tr a c t ,  in  a m o u n t ,  $ 4 5 ,0 0 0 ; 
$ 2 0 ,0 0 0  c o n s ig n m e n t s a le s  o n  w h ic h  a  p ro f i t  o f  $ 6 ,0 0 0  is  
e x p e c te d ;  c la im  $ 1 6 ,0 0 0  f o r  r e fu n d ,  T r e a s u r y  D e p a r tm e n t .  
T h is  c la im , w ith  a n  a m e n d e d  r e t u r n  f o r  1 9 2 1 , w a s  filed  w ith  
th e  lo c a l c o lle c to r  D e c e m b e r 27 , 1 9 2 3 .
F . In v e s tm e n ts  c o n s is t  o f  U. S. L ib e r ty  b o n d s  a t  p a r ,  w h ic h  
a re  p le d g e d  o n  n o te s  p a y a b le .
G. T h e  in v e n to r ie s ,  p r ic e d  a t  co s t, a r e  a s  fo llo w s:
R a w  M a t e r i a l s .......................................................................................  $52,000
G oods in  p ro c e s s ...................................................................................  16,000
F in ish e d  Goods ..................................................................................... 87,000
155,000
H . P r e p a id  e x p en se  c o n s is ts  o f  p re p a id  in s u ra n c e ,  $ 1 ,6 5 0 , 
a n d  office su p p lie s ,  $ 9 2 5 .
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J .  N o te s  p a y a b le  in c lu d e  a  d e m a n d  n o te  d u e  th e  p r e s id e n t  
in  a m o u n t  $ 3 0 ,0 0 0  a n d  $ 5 0 ,0 0 0  d u e  X  N a t io n a l  b a n k  s e ­
c u re d  by  U. S. L ib e r ty  b o n d s . T h e  b a la n c e  to  o th e r  b a n k s .
K . C r e d i to r s ’ a c c o u n t  in c lu d e  p a y  ro l l ,  $ 1 8 ,0 0 0 , a n d  a c ­
c ru e d  in te r e s t ,  $ 3 2 0 .
L . B o n d s , i s su e d  J a n u a r y  1, 1 9 2 1 , 30 y e a r s ,  6 p e r  c e n t ;  
s in k in g - fu n d  p a y m e n t  r e q u ir e d ,  $ 3 ,0 0 0  y e a r ly .
M. C a p ita l  S to c k :
6 p e r  c e n t p re fe r re d , a u th o r iz e d  a n d  i s s u e d .....................$300,000
C om m on, a u th o r iz e d  a n d  i s s u e d ......... ......................................  200,000
D iv id en d s w e re  d e c la re d  a n d  p a id  in  Ju ly , 1923, 3 p e r  
c e n t o n  p r e f e r r e d  a n d  2 p e r  c e n t  o n  c o m m o n . O n J a n u a r y  
15, 1 9 2 4 , 3 p e r  c e n t  w a s  d e c la re d  o n  p r e f e r r e d  a n d  4 p e r  
c e n t o n  co m m o n , p a y a b le  F e b r u a ry  15 , 1 9 2 4 .
N. T h e  u n d iv id e d  p ro fits  a c c o u n t show ed  a
D ebit ba lan ce , J a n u a ry  1, 1923, o f ......................... .................... $27,825
C re d it fo r  th e  y e a r  1923.....................................................................  156,700
128,875
D iv id en d s , Ju ly , 1923......................................................................... 13,000
C re d it  B a lan ce , D ecem ber 31, 1923..............................  115,875
P r e p a r e  y o u r  o w n  b a la n c e  s h e e t  f ro m  th e  fo re g o in g  a n d  
a t t a c h  c e r t if ic a te .  S ta te  b r ie f ly  y o u r  r e a s o n  f o r  e a c h  c h a n g e  
m ad e .
3. (1 5  p o in ts .)
T h e  M a n d  N  C o a l C o rp o ra t io n  is  fo rm e d  w ith  a  p a id -u p  
c a p i ta l  o f  $ 6 ,0 0 0 ,0 0 0  (6 0 ,0 0 0  s h a re s ,  p a r  v a lu e  $ 1 0 0 )  a n d  
a  r e s o lu t io n  is  p a s s e d  a u th o r iz in g  th e  p u rc h a s e  o f  th e  o u t ­
s ta n d in g  c a p i ta l  s to c k  o f  th e  K  O C o m p an y .
T h e  b a la n c e  s h e e t  o f  th e  K  O C o m p an y , a t  th e  d a te  o f 
a c q u is i t io n ,  is  a s  fo llo w s :
Assets
C u r r e n t ................................................................................................  $1,750,000
F ix e d  .................................................................................................... 4,500,000
D efe rred  .............................................................................................. 250,000
6,500,000
Liabilities
.........................................................  $500,000
...............................................  1,000,000
........................................................ 2,000,000
.........................................................  3,000,000
6,500,000
Six  m ill io n  d o l la r s  w a s  p a id  fo r  th e  to ta l  c a p i ta l  s to c k  o f 
th e  K  O C o m p an y  w h ic h , a f te r  a c q u is i t io n , w a s  c an c e le d .
P re p a re  th e  o p en in g  e n tr ie s , sp re a d in g  th e  a s se ts  a n d  l ia ­
b i li t ie s  o f  th e  o ld  c o m p a n y  o n  th e  b o o k s  o f  th e  n ew  co m p an y .
4. (1 5  p o in ts .)
Y ou  a r e  re q u e s te d  to  a u d i t  th e  b o o k s  o f  th e  A  c o m p a n y , 
e n g a g e d  in  th e  b u s in e s s  o f  b u y in g  se c o n d  m o r tg a g e s , a t  th e  
e n d  o f  a  p e r io d  o f s ix  m o n th s  a n d  y o u  fin d  th e  fo llo w in g  
c o n d it io n s  r e la t iv e  to  th e  m o r tg a g e s  p u rc h a s e d  d u r in g  th e  
p e rio d :
M o rtg ag es p u rc h ase d , a l l  d a te d  J u ly  1 st a n d  s e t  u p  a t  face  
v a lu e , c la ss if ied  a s  fo llo w s:
1-year t e r m ..............  .................................... $25,000
2-year t e r m .........................................................  25,000
3-year t e r m .........................................................  25,000
75,000
T h e  c o s t to  th e  c o m p a n y  fo r  th e s e  th r e e  c la s s e s  o f  m o r t ­
g a g e s  w e re  re s p e c tiv e ly :
1-year t e r m .......................................................... $22,500
2-year t e r m ................................ ......................... 21,250
3-year t e r m .........................................................  20,000
63,750
T h e m o rtg a g es  a re  rep ay a b le  in  eq u a l se m i-a n n u a l in s ta l l ­
m e n ts . T h e  d is c o u n t  h a s  b e e n  c r e d i te d  d i r e c t  to  p ro f i t  a n d  
lo ss . W o u ld  y o u  p re p a re  y o u r  s ta te m e n t  to  c o n fo rm  to  th e
b o o k s  o r  w o u ld  y o u  m a k e  a d ju s tm e n ts ?  I f  th e  l a t t e r ,  in d i ­
c a te  th e i r  n a tu r e  a n d  g iv e  re a s o n s  th e re fo r .
5. (7  p o in ts .)
E x p re s s , b rie fly , y o u r  v iew s o n  th e  s u b je c t  o f a c c o u n tin g  
r e la t iv e  to  u n p a id  c u m u la tiv e  p r e fe r r e d  d iv id e n d s .
A U D IT IN G
A n sw e r  a ll q u estio n s .
1. (8  p o in ts .)
( a )  W h a t  is  m e a n t  b y  a  d e fe r r e d  c h a rg e  to  o p e ra t io n ?  
N a m e  th r e e  e x am p le s , a n d  s t a te  h o w  e ac h  is  p ro v e d  c o r re c t  
in  a n  a u d it .
(b ) W h a t is  th e  d ifference  b e tw een  a  liq u id a te d  a n d  a  
c o n tin g e n t  l ia b i l i ty  in  th e  a c c o u n tin g  se n se  o f  th e  te rm s ?  
G ive a n  e x am p le  o f e ac h .
2. (8  p o in ts .)
I n  w h a t  w ay s  m a y  a c tu a l  e x a m in a t io n  o f in s u ra n c e  p o li­
c ie s, l if e  a n d  fire , b e  u s e fu l  to  th e  a u d i to r  in  th e  c o u rse  o f 
h is  w o rk ?
3. (1 0  p o in ts .)
A n  a u d i to r  v e rif ied  in  192 1  th e  e x is te n c e  o f  a  m o r tg a g e  
o f  $ 1 0 ,0 0 0  by  in s p e c t in g  th e  p u b lic  re c o rd s . I n  192 2  h e  
fo u n d  t h a t  $ 5 ,0 0 0  h a d  b e e n  p a id  o n  a c c o u n t o f th is  m o r tg a g e , 
e v id e n ce d  by  a  r e c e ip t  f ro m  th e  m o r tg a g e e . T h e re u p o n  w i th ­
o u t  f u r t h e r  a c t io n  h e  c e r t if ie d  a  b a la n c e  s h e e t  sh o w in g  th is  
m o r tg a g e  in d e b te d n e s s  a s  $ 5 ,0 0 0 . W a s  h is  c o u rse  c o r re c t  
o r  n o t?  E x p la in .
4. (8  p o in ts .)
H o w  w o u ld  y o u  a u d i t  a n d  v e r ify  th e  n o te s  a n d  b ills  p a y ­
a b le  o f a  c o rp o ra t io n ?
5. (8  p o in ts .)
W h a t  w o u ld  yo u  c o n s id e r  a  s a t is f a c to ry  v o u c h e r  fo r
( a )  P a y  ro l l  in  a  la rg e  m a n u f a c tu r in g  b u s in e ss ;
(b )  P u rc h a s e  o f a  s to c k -e x c h a n g e  s e c u r i ty ;
(c )  I n v e s tm e n t  in  a  m o r tg a g e ?
6. (8  p o in ts .)
D e sc rib e  fu l ly  (o r  i l l u s t r a te  in  sk e le to n  fo rm  w ith  p ro p e r  
c a p tio n s , i f  p r e f e r r e d )  a  w o rk in g  b a la n c e  s h e e t.
7. (8  p o in ts .)
A d ied  in  1916  le a v in g  c e r ta in  s h a re s  o f s to c k  to  h is  w id o w ,
B, w h o  in  1922  g a v e  th e  s to c k  to  h e r  so n , C, w ho  im m e d ia te ly  
so ld  i t .  In  h is  F e d e r a l  in co m e  ta x  r e tu r n  C c la im e d  a s  a  
lo ss  th e  d iffe re n ce  b e tw e e n  th e  sa le  p r ic e  a n d  th e  m a r k e t  
v a lu e  o n  th e  d a te  on  w h ic h  h e  re c e iv e d  th e  s to c k  f ro m  h is  
m o th e r. W as h e  r ig h t  o r w ro n g ?  W hy?
8. (8  p o in ts .)
W h a t F e d e ra l incom e-tax  r e tu rn s  a re  re q u ire d  in  th e  case  
o f a  p a r tn e r s h ip ?  W h a t  r e tu r n s  a re  re q u ir e d  w h e n  a  n ew  
p a r tn e r  is  a d m it te d  d u r in g  th e  ta x a b le  y e a r?
9. (8  p o in ts .)
W h a t  is  a  s to c k  d iv id e n d ?  F ro m  w h a t  so u rc e s  m ay  i t  
a r is e ?  D oes th e  d e c la r a t io n  o f  s u c h  a  d iv id e n d  im p ly  t h a t  
th e  p re v io u s  s u rp lu s  o f  th e  c o rp o ra t io n  h a s  b e en  u n r e a s o n ­
a b ly  la rg e  a n d  n o t  n e c e s s a ry  to  th e  b u s in e ss?  E x p la in .
10. (8  p o in ts .)
In  a u d i t in g  th e  a c c o u n ts  o f a  p r iv a te  firm  in  w h ic h  th e r e  
a re  s e v e ra l  p a r tn e r s ,  to  w h a t  p o in ts  sh o u ld  th e  a u d i to r  lo o k  
in  o rd e r  to  be  a s s u re d  t h a t  th e  p a r tn e r s ’ a c c o u n ts  a r e  c o r ­
r e c t ly  s ta te d  in  th e  b a la n c e  s h e e t?
11. (1 0  p o in ts .)
I n  a  d e ta i le d  a u d i t  h o w  w o u ld  y o u  v e r ify  a n d  v a lu e  th e  
i te m s  “ A c c o u n ts  R e c e iv a b le ” ?
12. (8 p o in ts .)
Y ou  h a v e  b e e n  r e ta in e d  b y  a  m a n u fa c tu r in g  c o rp o ra t io n  
a s  a  c o n s u l tin g  a c c o u n ta n t  a n d  a r e  re q u e s te d  to  a d v is e  th e  
o fficers w h a t  s te p s  to  ta k e  in  o rd e r  to  d e te rm in e  th e  c au se  
of a n  a p p a re n t deficiency in  th e  in v e n to ry  of fa c to ry  m a te ­
r ia l  a n d  w o rk  in  p ro c ess .
W h a t  w o u ld  y o u  s u g g e s t?
C u r r e n t .........
F u n d e d  D ebt 
C a p ita l S tock  
S u r p l u s .........
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A C C O U N T IN G  T H E O R Y  A N D  P R A C T IC E — P A R T  I I  
J u ly  3 0 , 1 9 2 5 — 9  a .  m . to  2  p . m .
A n sw e r  q u e stio n s  1, 2, 8, 4, a n d  5.
1. (3 5  p o in ts .)
T h e  X  M a c h in e  C o m p a n y  re c e iv e d  i t s  c h a r te r  a n d  co m ­
m e n c e d  b u s in e s s  on  J a n u a r y  2, 1 9 2 2 . T h e  p ro d u c tio n  of 
m a c h in e s  s t a r te d  J u ly  1, 1 9 2 2 .
T h e  b u s in e s s  c o n s is ts  o f  th e  m a n u f a c tu r e  a n d  s a le  o f  a 
s t a n d a r d  m a c h in e , 200  o f  w h ic h  h a v e  b e e n  so ld  to  d a te  a t  
a  u n i f o r m  p r ic e  o f  $ 5 0 0  e a c h , t h r o u g h  a g e n ts  w h o  re c e iv e  a  
c o m m iss io n  o f 15 p e r  c e n t, p a y a b le  1 /3  o n  r e c e ip t  o f  o rd e r ,  
1 /3  o n  s h ip m e n t  o f  g o o d s  a n d  1 /3  o n  p a y m e n t  o f  b ill .
T h e  g e n e ra l  m a n a g e r  a n d  th e  s a le s  m a n a g e r  h a v e  in d i ­
v id u a l  a g r e e m e n ts  w i th  th e  c o m p a n y  by  w h ic h  th e  f o rm e r  is  
to  re c e iv e  a  c o m m iss io n  o f  10 p e r  c e n t  a n d  th e  l a t t e r  a  co m ­
m is s io n  o f  6 p e r  c e n t  o n  n e t  p ro f i ts  a f te r  p ro v is io n  fo r  F e d ­
e r a l  ta x e s .
T h e re  a r e  is su e d  1 0 0 ,0 0 0  s h a r e s  n o -p a r-v a lu e  co m m o n  
s to c k  fo r  “ se rv ic e s ”  b u t  no  v a lu e  is  sh o w n  o n  th e  b o o k s  o f 
th e  c o m p a n y  o r  in  th e  m in u te s .
T r ia l  b a la n c e s  a r e  g iv e n  a s  o f  J a n u a r y  2, J u n e  30 a n d  
D e c e m b e r  31 , 1 9 2 2 , p r io r  to  c lo s in g .
P r e p a r e  a  b a la n c e  s h e e t  a s  a t  D e c e m b e r  3 1 , 1 9 2 2 , a n d  
p ro f i t-a n d - lo s s  s t a te m e n t  f o r  th e  y e a r ,  m a k in g  a l l  n e c e s sa ry  
a d ju s tm e n ts ,  c a p i ta l iz in g  su c h  i te m s  o f e x p en se  a s  a p p e a r  to  
y o u  a p p lic a b le  to  d e v e lo p m e n t a n d  s e t t in g  u p  a  r e s e rv e  fo r  
F e d e r a l  ta x e s  c o m p u te d  o n  t h e  b a s is  o f  1 2 ½ p e r  c e n t  o f 
n e t  p ro f i t  w i th  th e  s t a tu to r y  d e d u c t io n  o f  $ 2 ,0 0 0 .
T r ia l  B a la n c e s  (b e fo r e  c lo s in g )
D e b its
1922
Ja n . 2 J u n e  3 0 D ec. 31
C ash  ..................................................................  $50,000 $33,468 $22,646
A ccoun ts rece iv ab le  ( t r a d e ) ................... 26,500
P re p a id  i n s u r a n c e .......................................  1,125 1,427
T ools ................................................................... 4,287 6,511
M ach in e ry  a n d  e q u ip m e n t.......................  23,411 34,768
Office f u r n i tu r e  a n d  f i x tu r e s . . . . . . . . .  1,400 1,450
P a te n ts  a p p lied  fo r ..................................... 1,127 1,327
O rg a n iz a tio n  expense  ................................  2,371 2,371
L a b o r  .................................................................  9,675
P u rc h a se s  ......... ..............................................  26,506
A d m in is tra t iv e  a n d  office s a la r i e s ___  2,420 4,650
R e n t o f f a c to ry ..............................................  1,000 3,000
A g e n ts’ co m m issio n s . ..............................  750 15,000
R o y a ltie s  .......................................................... 1,030
T elep h o n e  a n d  te le g ra p h .........................  147 387
P o s ta g e  .............................................................  37 86
L ig h t, h e a t  a n d  p o w e r ..............................  125 580
In su ra n c e  ........................................................ 50 350
A u to m o b ile  e x p e n s e ................................... 147 330
E n g in e e r in g  s a la r ie s  ................................. 1,367 2,850
M ag azin e  a d v e r t i s i n g ................................  1,500 1,825
E n te r ta in m e n t  ..............................................  119 287
Office s ta tio n e ry  a n d  su p p lie s ................  377 622
T ra v e lin g  .......................................................... 227 527
M isce llan eo u s e x p e n s e ..............................  115 388
R e tu rn e d  s a l e s ..............................................  1,000
D e p re c ia tio n  ................................................... 2,137
50,000 75,570 168,230
C red its
C a p ita l  s to c k  p r e f e r r e d ............................ $50,000 $62,500 $86,000
A cco u n ts  p a y ab le  ( t ra d e )  .................. .... 12,425 13,145
N o tes p a y ab le  ( b a n k s ) ..............................  7,500
I n te r e s t  E a r n e d ..................................... 145 365
D isco u n t on  p u rc h a s e s ...............................  288
S a les of s c r a p ................................................  120
S a les  ................................................................... 52,500
A cco u n ts  p ay ab le , a g e n t s .......................  500 6,175
C a p ita l stock , com m on (100,000 sh a re s )
R e se rv e  fo r  d e p r e c ia t io n .......................... 2,137
50,000 75,570 168,230
T h e  in v e n to ry  a t  D e c e m b e r  31 , 1 9 2 2 , w a s  v a lu e d  a t  
$ 1 3 ,2 9 0 .
2. (3 0  p o in ts .)
A  a n d  B a re  e q u a l  h e ir s  in  a n  e s ta te  o f $ 1 0 0 ,0 0 0  c o n s is t ­
in g  e n ti r e ly  o f re a l  e s ta te  m o rtg ag es .
B  re s id e s  in  th e  c ity  in  w h ic h  tw o  o f  th e s e  m o r tg a g e s  a re  
p la c e d — o n e , a  6 p e r  c e n t  f i r s t  m o r tg a g e  o f $ 1 ,6 0 0 , d a te d  
J a n u a r y  3 1 s t ;  th e  o th e r  a  se c o n d  m o r tg a g e , p a y a b le  $25 
m o n th ly  w ith  i n te r e s t  a t  6 p e r  c e n t  o n  th e  d e c re a s in g  b a l­
an ce . T h e  b a la n ce  of th e  second  m o rtg a g e  a t  M arch  31st, 
a f t e r  p a y m e n t  o f  th e  $25  th e n  d u e , w a s  $ 7 0 0 . T h e se  tw o  
m o r tg a g e s  a r e  h a n d le d  b y  B. A ll o f  th e  r e s t  a r e  in  a n o th e r  
c ity , in  w h ic h  A  re s id e s  a n d  a r e  u n d e r  h is  c o n tro l .
O n e  m o r tg a g e  o f  $ 2 ,5 0 0  f a l ls  d u e  a n d  w ill  be  p a id , w ith  
s ix  m o n th s ’ i n te r e s t  a t  6 p e r  c e n t ,  on  A p r i l  3 0 th ,  a n d  B  p r o ­
p o se s  t h a t ,  in  p a r t  s e t t le m e n t,  h e  t a k e  o v e r  th e  tw o  w h ich  
a re  in  h is  h a n d s . A  a g re e s  to  th is .
P r e p a r e  s ta te m e n ts  o f  f in a n c ia l  c o n d it io n  a t  A p r i l  3 0 th  
b e fo re  c o lle c tio n s  m e n t io n e d  a b o v e  a re  m a d e , j o u r n a l  a n d  
c a s h  e n tr ie s  r e f le c t in g  th e  t r a n s a c t io n s  a n d  fin a l s t a te m e n t  
f o r  b o th  A  a n d  B , e a c h  o f  w h o m  k e e p s  h is  b o o k s  o n  th e  
s a m e  b a s is .
3. (9  p o in ts .)
A  c o r p o ra t io n  sp e n d s  $ 5 0 0 ,0 0 0  o n  a n  a d v e r t is in g  c a m p a ig n  
d u r in g  th e  f ir s t  s ix  m o n th s  o f  th e  y e a r  1 9 2 2  a n d  e x p e c ts  to  
b e g in  to  s e c u re  b e n e f its  th e r e f r o m  o n  a n d  a f t e r  J u ly  1, 1 9 2 2 , 
a n d  fo r  th r e e  s u c c e e d in g  y e a rs .  H o w  w o u ld  y o u  h a n d le  
t h i s  e x p e n d i tu re  o n  th e  p u b l is h e d  b a la n c e  s h e e t  a n d  p ro f it-  
an d -loss acc o u n t issu e d  to  th e  s to c k h o ld e rs?  H ow  w ould  
y o u  h a n d le  i t  o n  th e  in c o m e -ta x  r e tu r n  f o r  1 9 2 2 ?
4. (8  p o in ts .)
W h a t  w o u ld  b e  th e  e ffe c t on  u n i t  c o s ts  o f a  c h a n g e  in  th e  
c a le n d a r  p r o v id in g  fo r  a  y e a r  o f  t h i r t e e n  m o n th s  o f  tw e n ty -  
e ig h t  d a y s  e a c h  in s te a d  o f  tw e lv e  m o n th s  a s  a t  p re s e n t?
5. (1 8  p o in ts .)
P re p a re  a  F e d e ra l in com e-tax  r e tu r n  fo r  th e  y e a r  1923 
f ro m  th e  fo llo w in g  in f o r m a t io n :
Y o u r  c lie n t, A r th u r  V. S h e r id a n , w a s  th e  h e a d  o f a  fa m ily  
c o n s is t in g  o f h is  w ife , h im s e lf ,  f o u r  d e p e n d e n t  c h ild re n  a n d  
h is  s i s te r ,  a g e d  15, th e  e x p e n se  o f w h o se  e d u c a tio n  a n d  
m a in te n a n c e  w a s  b o rn e  b y  h im .
I n  192 3  h is  w ife  re c e iv e d  a  le g a c y  o f $ 5 0 ,0 0 0  in  f irs t  
L ib e r ty  lo a n  se c o n d  c o n v e r te d  4 ¼ p e r  c e n t  b o n d s ;  th e  in ­
t e r e s t  re c e iv e d  o n  th e s e  b o n d s  in  192 3  w a s  $ 1 ,0 0 0 .
H is  s i s t e r  is  o n e  o f  th e  b e n e f ic ia r ie s  o f  a  t r u s t  f u n d ;  h e r  
s h a r e  o f  th e  in c o m e  in  192 3  w a s  $ 5 6 0 . T h e  in c o m e  is  b e in g  
a c c u m u la te d  u n t i l  s h e  r e a c h e s  th e  a g e  o f  21 .
I n  19 1 6  y o u r  c l ie n t  re c e iv e d  $ 1 0 0 ,0 0 0  co m m o n  s to c k  of 
t h e  A  T  c o r p o ra t io n  fo r  h is  s e rv ic e s  a s  fo u n d e r .  T h is  s to c k  
h e  t r a n s f e r r e d  to  h is  w ife . I t  h a d  th e n  n o  m a r k e t  v a lu e  a n d  
p a id  n o  d iv id e n d s  in  1 9 2 3 , c o n tro l  o f  th e  c o r p o ra t io n  b e in g  
a c q u ire d  b y  a  l a r g e r  c o m p a n y , w h ic h  p a id  $ 1 0 0 ,0 0 0  to  
s e c u re  th is  s to c k .
R e m u n e r a t io n  re c e iv e d  by  A . V . S h e r id a n ,  a s  d i r e c to r  o f 
s e v e ra l  u n d e r ta k in g s ,  w a s  $ 1 2 ,0 0 0  f o r  th e  y e a r  1 9 2 3 . I n ­
t e r e s t  r e c e iv e d  o n  m o r tg a g e s ,  n o te s  a n d  b o n d s  a m o u n te d  to  
$ 1 ,2 5 6 . D iv id e n d s  re c e iv e d  o n  p r e f e r r e d  s to c k s  o f  A m e ric a n  
c o r p o ra t io n s  w e re  $ 8 9 4  fo r  A r th u r  V . S h e r id a n  a n d  $62 0  
f o r  h is  w ife . A  p r e fe r r e d  d iv id e n d  o f  $ 2 4 0  w a s  d e c la re d  
D e c e m b e r 2 5 , 1 9 2 3 , p a y a b le  J a n u a r y  1, 1 9 2 4 , o n  s to c k s  
o w n e d  by  y o u r  c lie n t.
H is  e x p e n se s  d u r in g  192 3  w e re  a s  fo llo w s:
B u s in e s s  t r a v e l in g  e x p en ses , in c lu d in g  r e p a i r s  a n d  s u p ­
p lie s  fo r  p a s s e n g e r  c a r ,  $ 1 ,1 2 0 ; office r e n t ,  e tc ., $ 6 2 0 ; le g a l 
e x p en se , $ 3 0 0 ; lo ss  o n  lo a n s  to  A . J o n e s ,  $ 8 0 0 ; lo s s  th r o u g h  
in so lv e n c y  o f  s to c k b ro k e r ,  $ 7 ,5 0 0 ; lo ss  in  s p e c u la tio n  in  G e r­
m a n  c u r re n c y , $ 1 ,2 0 0 ; lo ss  o n  f a rm in g  o p e r a t io n s  a t  s u m ­
m e r  h o m e , $ 8 3 2 ; lo ss  o n  in v e s tm e n t  in  B o liv ia n  b o n d s , so ld  
D e c e m b e r 22 , 1 9 2 3 , $ 7 ,5 0 0 . L o ss  o n  lo a n  m a d e  to  H ig h  
P o w e r  S te e l C o m p an y , $ 1 2 ,5 0 0 ;  t h is  a m o u n t  w a s  l e n t  on  
d e b e n tu r e s ;  p r e fe r r e d  s to c k , v a lu e  $ 3 ,0 0 0 , w a s  re c e iv e d  in  
s e t t le m e n t  o f  c la im  on  r e o rg a n iz a t io n  o f  th e  c o m p a n y  in  1 9 2 3 .
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O th e r e x p e n d itu re s  d u r in g  1923 w ere : I n te r e s t  p a id  on 
lo a n s , $ 8 5 7 ; r e a l  e s ta te  a n d  s ta te  ta x e s  p a id , $ 1 ,0 7 5 ;  c o n ­
tr ib u t io n s  to  c h a r i t ie s ,  c h u rc h e s  an d  colleges, $560; to  
p o lit ic a l  a s s o c ia t io n s ,  $ 2 5 0 .
A. S h o w  th e  a m o u n ts  p a y a b le  fo r  n o r m a l  ta x  a n d  s u r ta x .
(T h e  s u r ta x  r a t e  f o r  192 3  w a s  1 p e r  c e n t  f o r  ta x a b le
incom e o v e r $6,000 b u t  n o t  o v er $10,000, w i th  1 p e r  c e n t 
in c re a s e  in  th e  t a x  o n  e a c h  a d d i t io n a l  $ 2 ,0 0 0  u p  to  $ 3 0 ,0 0 0  
a n d  o v e r , b u t  n o t  e x c e e d in g  $ 3 2 ,0 0 0 , o n  w h ic h  th e  t a x  w a s
13 p e r  c e n t .  T h e  r a te  th e n  in c re a s e d  1 p e r  c e n t  o n  e a c h  
a d d it io n a l  $ 2 ,0 0 0  u p  to  $ 9 8 ,0 0 0 /1 0 0 ,0 0 0  o n  w h ic h  th e  r a te  
is  47 p e r  c e n t .)
B. S ta te  a n  a l te rn a t iv e  m eth o d  of m a k in g  th e  r e tu r n ,  by  
w h ic h  a  s a v in g  c o u ld  b e  e ffe c te d  in  th e  a m o u n t  o f  ta x e s  p a y ­
a b le , a n d  g iv e  th e  n e c e s s a ry  f ig u re s .
C O M M E R C IA L  L A W
(G iv e  r e a s o n s  fo r  a l l  a n s w e rs )
N e g o tia b le  I n s t r u m e n ts
A n sw e r  th re e  o f th e  fo llo w in g  fo u r  q u estio n s .
1. (1 0  p o in ts .)
In  w h a t  p a r t i c u la r s  is  th e  fo llo w in g  p a p e r  n o t  in  th e  u s u a l  
fo rm ?
B o s to n , M ass.
I ,  T h o m a s  H . G re en , p ro m is e  to  p a y  to  J a m e s  M a lo n e  o r  
o r d e r  T w o  H u n d r e d  D o lla rs . V a lu e  re c e iv e d .
(S ig n e d )  T h o m a s  H . G re en .
2. (1 0  p o in ts .)
A n d re w  J .  M o rse  d re w  a  c h e q u e  o n  th e  A . B . B a n k  to  th e  
o rd e r  o f  S am u el W in te r  in  p a y m e n t fo r  goods p u rc h ase d . 
W in te r  h e ld  th e  c h e q u e  m o re  t h a n  th r e e  m o n th s  b e fo re  p r e ­
s e n tin g  i t  fo r  p a y m e n t. D u r in g  t h a t  t im e  th e  A. B . B a n k  
fa ile d .  M o rse  h a d , h o w e v e r , w i th d ra w n  h is  d e p o s i ts  b e fo re  
th e  f a i lu r e .  W a s  M o rse  r e le a s e d  f ro m  l ia b i l i ty  o n  t h e  
c h e q u e ?
3. (1 0  p o in ts .)
W h a t  a r e  p e r s o n a l  d e fe n se s  to  a  n e g o tia b le  in s t r u m e n t  a n d  
in  w h a t  c ir c u m s ta n c e s  m a y  th e y  b e  in v o k e d ?  N a m e  so m e  
p e r s o n a l  d e n fe n se s .
4. (1 0  p o in ts .)
W h a t  i s  ( 1 )  a  c o l la te r a l  n o te , (2 )  a  j u d g m e n t  n o te ?
C o n tra c ts
Answer two of the following three questions.
5. (1 0  p o in ts .)
J o n e s  a c te d  a s  a  b r o k e r  in  th e  sa le  o f S m i th ’s h o m e , a n d  
S m ith  a g r e e d  to  p a y  h im  a  c o m m iss io n  o f  5 p e r  c e n t . T h e  
s ta te  o f  N ew  Y o rk  r e q u ir e s  a l l  r e a l  e s ta te  b r o k e r s  to  b e  
lic e n sed  a n d  to  p a y  a  lic e n se  fee. Jo n e s  h a d  no  su c h  licen se . 
S m ith  r e fu s e d  to  p a y  J o n e s  h is  c o m m iss io n , a n d  J o n e s  su e d . 
C o u ld  h e  re c o v e r?
6. (1 0  p o in ts .)
S ta te  w h a t  c o n tr a c ts  in  g e n e ra l  m a y  be  a s s ig n e d  a n d  w h a t  
m a y  n o t.
7. (1 0  p o in ts .)
A  m a d e  a  w r i t te n  c o n tr a c t  w i th  B to  p u rc h a s e  B 's  d r y ­
g o o d s  s to re ,  A  p a y in g  B  $ 2 ,0 0 0  a t  th e  t im e  w h e n  p o sse s s io n  
w a s  g iv e n  a n d  a g r e e in g  to  p a y  th e  b a la n c e  o f  $ 2 ,5 0 0  o n  o r  
b e fo re  J a n u a r y  1, 1 9 2 3 . O n J a n u a r y  3, 1 9 2 3 , th e  b a la n c e  
d u e  b e in g  u n p a id ,  A  s e c u re d  B ’s a g re e m e n t  to  p o s tp o n e  th e  
p a y m e n t  u n t i l  A p r i l  1, 1 9 2 3 . O n M a rch  5, 1 9 2 3 , B  s u e d  A 
f o r  th e  b a la n c e  d u e . C o u ld  h e  re c o v e r?
P a r tn e r s h ip
Answer one of the following two questions.
8. (1 0  p o in ts .)
A , B  a n d  C a r e  e n g a g e d  a s  p a r tn e r s  in  th e  lu m b e r  b u s i­
n e ss . A  d ie s  a n d  b e q u e a th s  h is  e n t i r e  e s ta te  to  h is  so n , X .
X  d e s ire s  to  co m e  in to  th e  firm  in  h is  f a th e r ’s p lace . W h a t 
a re  X ’s r ig h ts ?
9. (1 0  p o in ts .)
M a r tin  a n d  M cB ride  w ere  c o p a r tn e rs  in  a  c e r ta in  b u sin ess . 
M a r t in  s u e d  M c B rid e  fo r  s u p p lie s  f u r n is h e d  to  th e  l a t t e r  by 
th e  f o rm e r  fo r  th e  o p e ra t io n  o f a n  in d e p e n d e n t  b u s in e s s  c a r ­
r ie d  o n  b y  M cB rid e , e n ti r e ly  in d e p e n d e n t  o f th e  p a r tn e r s h ip .  
C o u ld  M a r t in  re c o v e r?
C o rp o ra tio n s
A n sw e r  tw o  o f th e  fo llo w in g  th re e  q u estio n s .
10 . (1 0  p o in ts .)
E x p la in  th e  p r in c ip a l  a d v a n ta g e s  o f d o in g  b u s in e ss  a s  a 
c o rp o ra t io n  r a th e r  th a n  a s  a  c o p a r tn e r s h ip  o r  a s  a n  in ­
d iv id u a l .
11 . (1 0  p o in ts .)
T h e  X  Y C o rp o ra tio n  is  e n g a g e d  in  th e  g ro c e ry  b u s in e s s  in  
th e  c ity  of H a r r is b u rg ,  P a . I t s  d ire c to rs , by  a  re so lu tio n  
d u ly  a d o p te d , a u th o r iz e d  th e  o fficers to  e n te r  in to  a  co­
p a r tn e r s h ip  a g r e e m e n t  w i th  W , th e  o b je c t  b e in g  to  o p e ra te  a  
g ro c e ry  s to re  in  P h i la d e lp h ia ,  W  to  su p e rv is e  th e  r u n n in g  
o f th e  s to re  a n d  to  f u r n i s h  so m e  c a p i ta l ,  th e  c o r p o ra t io n  to  
f u r n is h  th e  b a la n c e  o f  th e  n e c e s s a ry  c a p i ta l  a n d  to  a t t e n d  
to  th e  b u y in g  o f  a l l  s to c k . T h e  a g r e e m e n t  w a s  a d o p te d . 
W a s  i t  a  v a lid  a g re e m e n t?
12. (1 0  p o in ts .)
A  c o r p o ra t io n  w h ic h  w a s  in  f in a n c ia l  d iff ic u ltie s  d e te r ­
m in e d  to  c ea se  b u s in e ss . I t  p ro c e e d e d  to  s e l l  c e r ta in  a s se ts ,  
th e  p ro c e e d s  o f  w h ic h  w e re  d i s t r ib u te d  p ro  r a t a  a m o n g  th e  
s to c k h o ld e r s  a s  a  d iv id e n d  in  l iq u id a t io n .  L a te r ,  o n  th e  
p e t i t io n  o f  th e  c r e d i to r s ,  th e  c o r p o ra t io n  w a s  d e c la re d  b a n k ­
r u p t ,  a n d  th e  t r u s te e s  in  b a n k r u p tc y  b r o u g h t  s u i t  a g a in s t  
th e  s to c k h o ld e r s  to  re c o v e r  th e  a m o u n ts  d is t r ib u te d  to  th e m . 
W e re  th e  t r u s t e e s ’ s u i t s  su c c e s s fu l?
F e d e r a l  In c o m e  T a x
A n sw e r  b o th  o f th e  fo llo w in g  q u estio n s .
13 . (1 0  p o in ts .)
D efine  th e  t e r m s  “ c a p i ta l  a s s e t s ”  a n d  “ c a p i ta l  g a in ”  a s  
defined by  th e  p re s e n t  in co m e-tax  law .
14 . (1 0  p o in ts .)
H o w  is  “ c a p i ta l  g a in ,”  m e n t io n e d  in  th e  p re c e d in g  q u e s ­
tio n , tax e d  u n d e r  th e  p re s e n t  in co m e-tax  law ?
IN  MEMORIAM
Charles E. Scales (C. P. A., Texas, No. 12, 1915) 
died a t  his home in F o rt W orth, Tex., on November
9 ,  1925.
Mr. Scales was the  Secretary-Treasurer of the  Texas 
S ta te  Society of Certified Public Accountants from  
the  tim e of its  organization in 1911 to  the  tim e of his 
death. He died ju s t  fou r days before th e  annual m eet­
ing of the  Texas Society in November, and the  paper 
on “Depreciation,” prepared by him, was read a t  the  
m eeting. Mr. Scales was in public work only a  few 
years, m ost of his tim e having been in th e  capacity of 
auditor fo r large concerns. He was a m em ber of th e  
firm of Scales & M othershead, 401 F o rt W orth N a­
tional Bank Building, F o rt W orth, Tex.
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T o th e  N ew  Y o rk  H e r a ld  T r ib u n e :
P r o f e s s o r  W .  Z. R ip le y , o f  H a r v a r d  
U n iv e rs i ty , s u g g e s te d  l a s t  w e e k  a t  th e  
a n n u a l  m e e t in g  o f th e  A c a d e m y  o f  P o ­
l i t ic a l  S c ien ce  a n  e n la r g e m e n t  o f  th e  
sc o p e  o f  th e  F e d e r a l  T r a d e  C o m m is­
s io n  to  p r o te c t  th e  m il l io n s  o f  in v e s to r s  
w h o , h e  sa id , w e re  h e lp le s s  a t  th e  p r e s ­
e n t  t im e .
T h e  a rm y  o f in v e s to r s  in  s e c u r i t ie s  o f 
c o rp o ra t io n s  h a s  d u r in g  th e  l a s t  few  
y e a r s  b e e n  g ro w in g  a t  a n  e n o rm o u s  
r a te .  R a re ly  do  a n y  o f  th e  in v e s to r s  
ta k e  a n y  in te r e s t  in  th e  m a n a g e m e n t  o f  
t h e i r  c o m p a n ie s , b u t  le a v e  th e  m a n a g e ­
m e n t  in  th e  h a n d s  o f  a  c o n tro l l in g  
g ro u p , g e n e ra l ly  th e  r e p re s e n ta t iv e s  o f  
th e  l a r g e r  in d iv id u a l  s to c k h o ld e r s .
P r o f e s s o r  R ip le y  c a l ls  a t t e n t io n  to  
w h a t  h e  t e r m s  th e  d a n g e ro u s  te n d e n c y  
in  c o rp o ra t io n  a f fa irs  r e s u l t in g  f ro m  th e  
w id e  d iffu s io n  o f  o w n e rsh ip  a n d  th e  
la c k  o f o r  in a b i l i ty  o f  th e  m a s s  o f  th is  
o w n e rs h ip  to  s u p e rv is e  th e  a f fa ir s  o f 
t h e i r  c o m p a n ie s . H is  re m e d y  i s  fo r  
m o re  p u b l ic i ty  o f a c c o u n ts  a s  a  c h ec k  
u p o n  o th e rw is e  u n r e s t r a in e d  c o n tro l .  
H is  id e a  is  to  h a v e  th e  F e d e r a l  T ra d e  
C o m m iss io n  e x a m in e  th e  a c c o u n ts  a n d  
e x e rc is e  s u p e rv is io n  t h a t  is  so  la c k in g  
a t  p r e s e n t  o n  th e  p a r t  o f  s to c k h o ld e r s .  
I  c a n  s a y  o n  b e h a lf  o f m y se lf  a s  w e ll 
a s  o th e r  a c c o u n ta n ts  t h a t  p u b l ic i ty  o f 
a c c o u n ts  is  a n  e ffec tiv e  m e a n s  o f  s u p e r ­
v is io n  o n  th e  p a r t  o f  s to c k h o ld e r s  a n d  
th e  p u b lic  g e n e ra lly .  I t  is  o n e  th in g ,  
h o w e v e r , to  r e q u ir e  p u b l ic i ty  o f  a c ­
c o u n ts  a n d  a n o th e r  to  te a c h  s to c k h o ld ­
e r s  to  u se  th is  in f o r m a t io n .  I  h a v e  
k n o w n  h u n d r e d s  o f in v e s to rs ,  la r g e  a n d  
sm a ll ,  a n d  r a r e ly  h a v e  I  s e e n  o n e  w h o  
r e a d s  m o re  th a n  th e  s h o r t  t r a n s m i t t a l  
l e t t e r  f o r w a r d in g  th e  c o r p o ra t io n ’s r e ­
p o r t  to  h im . So lo n g  a s  th e  s to c k ­
h o ld e r  re c e iv e s  h is  e x p e c te d  d iv id e n d s  
h e  c h e e r fu l ly  a s s u m e s  t h a t  th in g s  a r e  
m a n a g e d  a l l  r ig h t ,  j u s t  a s , in  g o v e rn ­
m e n ta l  a f fa irs ,  so  lo n g  a s  th e r e  a r e  no  
p u b lic  s c a n d a ls  o r  c r im in a l  m is m a n a g e ­
m e n t,  th e  c it iz e n  fe e ls  t h a t  th e  g o v e rn ­
m e n t  is  r u n n in g  sm o o th ly .
G re a t  B r i ta in  h a s  h a d  a  lo n g e r  ex ­
p e r ie n c e  w ith  c o rp o ra t io n s  th a n  w e a n d  
h a s  r e a c h e d  th e  c o n c lu s io n  t h a t  th e  b e s t  
m e th o d  f o r  th e  s to c k h o ld e r s  e x e rc is in g  
s u p e rv is io n  o v e r  th e  a f fa ir s  o f  th e i r  
c o m p a n ie s  is  to  r e q u i r e  t h e  c o m p a n ie s  
to  a p p o in t  a  d is in te r e s te d  a u d i to r ,  r e ­
sp o n s ib le  n o t  to  th e  o fficers o r  d i r e c to r s  
b u t  to  th e  s to c k h o ld e rs .  I t  is  h is  d u ty  
to  see  t h a t  th e  a c c o u n ts  o f th e  c o m p a n y  
a r e  c o r re c t ly  s ta te d  a n d  e x p la in e d  to  th e  
s to c k h o ld e r s .  T h is  c e r ta in ly  is  a  b e t ­
t e r  m e th o d , in  m y  o p in io n , t h a n  to  b u r ­
d e n  a  F e d e r a l  c o m m iss io n  w ith  th e  s u ­
p e rv is io n  o f  th e  h u n d r e d s  o f  th o u s a n d s  
o f  c o rp o ra t io n s  in  th e  c o u n try .  T h e re  
sh o u ld  be  a  r e q u ir e m e n t ,  in  m y  o p in io n , 
t h a t  e v e ry  c o r p o ra t io n  h a v in g  m o re  
th a n  t e n  s to c k h o ld e r s  f u r n is h ,  a t  le a s t  
a n n u a l ly ,  a  f in a n c ia l  r e p o r t  to  th e  s to c k ­
h o ld e r s  a n d  t h a t  th is  r e p o r t  b e  c e r tif ie d  
a s  c o r re c t  b y  a  r e s p o n s ib le  a u d i to r .
T h is  p ro p o s a l  h a s  b e e n  m a d e  r e p e a t ­
e d ly  f o r  m a n y  y e a r s .  T h e re  w a s  a  t im e  
w h e n  o b je c t io n  w a s  m a d e  to  i t  b e c a u se  
o f  th e  f a c t  t h a t  th e r e  w e re  to o  few  
t r a in e d  a u d i to r s  in  th e  c o u n try .  N ow  
th e r e  a r e ,  h o w e v e r , a p p ro x im a te ly ,  n in e  
th o u s a n d  p u b lic  a c c o u n ta n ts  w h o se  f it­
n e s s  h a s  b e e n  c e r t if ie d  to  by  th e  v a r io u s  
s t a te s  a n d  w h o  a r e  a u th o r iz e d  to  p ra c ­
t ic e  a s  c e r tif ie d  p u b lic  a c c o u n ta n ts .  I n  
c e r t i fy in g  to  a c c o u n ts  o f  c o m p a n ie s  th e y  
a r e  o n ly  in  a  m in o r  s e n se  a c t in g  fo r  th e  
o fficers o f th e  c o m p a n y  w h o  em p lo y  
th e m . T h e y  fe e l a  m o ra l  r e s p o n s ib i l i ty  
to  th e  s to c k h o ld e r s  a n d  th e  g e n e ra l  
p u b lic  by  w h o m  t h e i r  c e r tif ie d  r e p o r t s  
a r e  r e a d ,  e v e n  i f  n o t  a c te d  u p o n . T h is  
r e s p o n s ib i l i ty  w h ic h  th e  c e r tif ie d  p u b lic  
a c c o u n ta n ts  h a v e  a s s u m e d  a s  a  m a t t e r  
o f  e th ic a l  d u ty  s h o u ld  be  m a d e  a  m a t t e r  
o f  le g a l  re s p o n s ib i li ty .
T h e  w r i t e r  d o e s  n o t  a g re e  w ith  th e  
o f t - r e p e a te d  s u g g e s t io n  t h a t  f in a n c ia l  
r e p o r t s  o f  c o m p a n ie s  be  s ta n d a rd iz e d .  
I t  m a y  be  a l l  v e ry  w e ll fo r  so m e  c o r­
p o r a t io n s  to  f u r n is h  th e  g e n e ra l  p u b lic  
w i th  v e ry  d e ta i le d  a n a ly s e s  o f  th e i r  
t r a n s a c t io n s .  I n  th e  c a se  o f  m o s t  co m ­
p a n ie s  to o  m u c h  d e ta i le d  in f o r m a t io n  
m a y  be  o f  g r e a t  h a r m  b y  f u r n is h in g  
c o m p e t ito r s  w i th  c o n f id e n tia l  in fo rm a ­
t io n . I f  a  F e d e r a l  c o m m iss io n  w e re  to  
su p e rv is e  th e  a c ts  o f  o u r  h u n d r e d s  o f  
th o u s a n d s  o f  c o m p a n ie s , in  v a r io u s  
l in e s  o f  b u s in e s s , g r e a t  in ju s t ic e  m ig h t  
be  d o n e  to  v e ry  m a n y  o f  th e m  b y  r e a ­
so n  o f  th e  d e ta i le d  in f o r m a t io n  o f  t h e i r  
a f fa i r s  g iv e n  to  th e  g e n e ra l  p u b lic , 
w h ic h , o f c o u rse , in c lu d e s  c o m p e tito r s .
H o w  to  g iv e  fu l l  in f o r m a t io n  to  th o se  
w h o  a re  e n t i t le d  to  i t  a n d  a t  th e  sa m e  
t im e  w i th h o ld  d e ta i ls  f ro m  th o s e  n o t  
e n t i t le d  to  i t  is  a  p ro b le m  w h ic h  w e 
a c c o u n ta n ts  h a v e  b e e n  p o n d e r in g  o v e r  
fo r  y e a rs .
N o  F e d e r a l  c o m m iss io n  w o u ld , in  m y  
o p in io n , b e  a b le  to  ju d g e  in  e a c h  p a r ­
t ic u l a r  c a se  w h a t  in f o r m a t io n  sh o u ld  
a n d  w h a t  in f o r m a t io n  sh o u ld  n o t  b e  
m a d e  p u b lic . A f te r  a ll ,  to o  m u ch  in ­
f o rm a t io n  f u r n is h e d  fo r  th e  b e n e f it  o f 
p a r t i c u l a r  s to c k h o ld e r s  m a y  do  th e m  
m o re  h a r m  th a n  g o o d , o n  a c c o u n t  o f 
th e  f a c t  t h a t  th e  in f o r m a t io n  th e y  o b ­
ta in  w ill  be  o b ta in e d  b y  p r e s e n t  o r  
p ro sp e c tiv e  c o m p e t i to r s  o f  t h e i r  co m ­
p a n y . O n e  s u g g e s t io n  I  m ig h t  o ffe r  to
m e e t  th is  d iff ic u lty  is  f o r  th e  a u d i to r  
o f  th e  c o m p a n y  to  p r e s e n t  h is  r e p o r t  a t  
th e  a n n u a l  m e e t in g  o f  s to c k h o ld e r s  in  
p e rso n . I n te r e s te d  s to c k h o ld e r s  co u ld  
a s k  fo r  m o re  d e ta i ls  t h a n  w e re  f u r n i s h ­
e d , a n d  th e  a u d i to r  c o u ld  th e n  e i th e r  
f u r n i s h  th is  in f o r m a t io n  to  a ll  th e  
s to c k h o ld e r s  a s se m b le d , o r , i f  t h a t  is  
m a k in g  th e  in f o r m a t io n  to o  p u b lic , h e  
m ig h t  f u r n i s h  i t  in  c o n fid e n ce  to  th e  o n e  
s to c k h o ld e r  w h o  is  in te r e s te d .  I f  th e  
m a n a g e m e n t  o b je c ts  to  h is  f u r n is h in g  
th e  r e q u e s te d  in f o r m a t io n  to  a n y  o n e , 
t h e  r e a s o n  f o r  w i th h o ld in g  i t  c o u ld  be  
s t a te d  a t  th e  m e e tin g , a n d  th e  s to c k ­
h o ld e r s  c o u ld  th e n  ju d g e  w h e th e r  o r  n o t  
to  o v e r ru le  th e  d e c is io n  o f  th e  m a n a g e ­
m e n t  to  w i th h o ld  th e  in fo rm a t io n .  T h is , 
in  m y  o p in io n , w o u ld  c e r ta in ly  b e  a  
b e t t e r  re m e d y , so  f a r  a s  p ro te c t io n  o f 
c o r p o ra te  s to c k h o ld e r s  is  c o n c e rn e d , 
th a n  to  h a v e  o v e rw o rk e d  a n d  u n d e r ­
p a id  g o v e rn m e n t  o fficials a s su m e  th e  
s tu p e n d o u s  t a s k  o f s u p e rv is in g  o u r  h u n ­
d re d s  o f  th o u s a n d s  o f  c o rp o ra t io n s .
A L E X A N D E R  S. B A N K S,
F o r m e r  P r e s id e n t  A m e r ic a n  S o c ie ty  
o f  C e rtif ie d  P u b l ic  A c c o u n ta n ts .
N ew  Y o rk , N o v e m b e r 4, 1 9 2 5 .
(R e p r in te d  fr o m  re c e n t is su e  o f th e  
N e w  Y o r k  H e ra ld  T r ib u n e .]
NEW  ACT FOR ACCOUNTANTS 
IS VALID , RULING
( F r o m  I l l i n o i s  S t a t e  J o u r n a l ,  S e p t .  9, 1925)
T h e  v a l id i ty  o f  th e  p u b lic  a c c o u n t­
a n c y  a c t ,  p a s se d  a t  th e  r e c e n t  se ss io n  
o f  th e  g e n e r a l  a s se m b ly , w a s  u p h e ld  by  
J u d g e  E . S. S m ith  in  th e  S a n g a m o n  
c ir c u it  c o u r t  y e s te rd a y ,  w h e n  a  p e t i t io n  
f o r  in ju n c t io n  to  r e s t r a in  A. M. S h e lto n , 
d i r e c to r  o f  r e g is t r a t i o n  a n d  e d u c a tio n , 
f ro m  e n fo rc in g  th e  a c t ,  w a s  d e n ie d . T h e  
n e w  la w  p r o v id in g  f o r  th e  l ic e n s in g  o f 
p u b lic  a c c o u n ta n ts  b y  th e  s t a te  d e p a r t ­
m e n t  w ill b eco m e  e ffe c tiv e  O c to b e r  1.
T h e  a t t a c k  o n  th e  v a l id i ty  o f  th e  la w  
w a s  m a d e  in  a  p e t i t io n  filed  in  c o u r t  
so m e  t im e  a g o  b y  G e o rg e  E . F r a z e r  a n d  
e ig h te e n  o th e r  a c c o u n ta n ts  o f  C h icag o . 
T h e y  a lle g e d  t h a t  th e  la w  w a s d is c r im ­
in a to r y .  T h e  b ill  w a s  p a s se d  in  b o th  
b ra n c h e s  o f  th e  a s s e m b ly  a f t e r  a n  i n te r ­
e s t in g  c o n te s t .  F o r m a l  n o tic e  o f a  le g a l  
c o n te s t  w a s  filed  a n d  th e  b ill  fo r  in ­
ju n c t io n  w a s  re c o rd e d  so m e  t im e  a g o .
T h e  a n s w e r  to  th e  o r ig in a l  b ill  w as 
filed  b y  B. L . C a tro n  o f  th e  A t to rn e y  
G e n e ra l’s  s ta ff .  T h e  P u b l ic  A c c o u n t­
a n t s ’ A s so c ia t io n  o f  I l l in o is  w a s  r e p r e ­
s e n te d  b y  P . F . F u l lm e r  o f  th e  firm  o f 
C u lv e r  & F u l lm e r ,  A u ro ra ,  a n d  T il lm a n  
L . L u s k  o f  th e  firm  o f  E r ic k s o n  & L u sk , 
C h ica g o , p r e s id e n t  a n d  s e c re ta ry ,  r e ­
s p e c tiv e ly , o f  th e  a s s o c ia t io n , a n d  S ta te  
R e p r e s e n ta t iv e  E d g a r  B . B ro w n  o f 
P a r i s ,  w h o  in t r o d u c e d  th e  b i ll  in  th e  
h o u se .
J u d g e  S m ith  u p h e ld  th e  c o n te n t io n  
m a d e  in  th e  a n s w e r  to  th e  o r ig in a l  b ill
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SOLUTION TO PROBLEM NO. 2 OF OKLAHOMA 
EXAMINATION QUESTIONS
(P u b l i s h e d  o n  p a g e  170 o f D e c e m b e r , 1 9 2 5 , is su e .)
B y  J .  B . T A N N E R , C. P .  A . (W is c o n s in  a n d  O h io ) ,  P r e s id e n t  I n t e r n a t io n a l
A c c o u n ta n ts  S o c ie ty .
t h a t  w h e n  th e  a c t  i s p ro p e r ly  u n d e r ­
s to o d  a n d  c o n s tru e d ,  t h a t  th e r e  is  no  
s e r io u s  in c o n s is te n c y  in  i t s  p ro v is io n  
t h a t  w o u ld  m a k e  i t  u n e n fo rc ib le  o r  
c a u se  a n y  d iff ic u lty  in  th e  a d m in i s t r a ­
t io n  o f th e  la w  u n d e r  th e  e x a m in in g  
b o a rd  p ro v id e d  fo r  in  th e  c iv il a d m in ­
i s t r a t iv e  co de.
“ T h e re  is  s u b s e q u e n t ly  n o  g ro u n d  o n  
w h ic h  a n y  o f th e  a c ts  in  q u e s t io n  sh o u ld  
b e  h e ld  in v a lid ,  b u t  th e  p re s u m p tio n  o f  
law  in  fa v o r  o f  t h e i r  v a l id i ty  is  fu l ly  
s u s ta in e d ,”  th e  a n s w e r  sa id . “ T h e  sp e ­
cific o b je c t io n  m a d e  to  th e  p u b lic  a c ­
c o u n ta n t  a c t  a p p e a r s  to  be  d u e  to  a  
m is c o n c e p tio n  o r  c o n fu s io n  in  r e g a r d  
to  c e r ta in  t e r m s  o r  p ro v is io n s  o f th e  
a c t.  F o r  in s ta n c e ,  s e c tio n s  3 a n d  4 
s p e c ify  id e n t ic a l  q u a lif ic a tio n s  o f  p u b lic  
a c c o u n ta n ts  a n d  c e r t if ie d  p u b lic  a c ­
c o u n ta n ts ,  so -c a lle d . S e c tio n  6 p ro v id e s  
fo r  th e  is s u a n c e  u p o n  e x a m in a t io n  o f  
a  c e r t if ic a te ,  w h ic h  w o u ld  m a n ife s t ly  
b e  a p p lic a b le  in  e i th e r  c a se  a n d  w o u ld  
m a k e  th e  h o ld e r  th e r e o f  a  c e r t if ie d  p u b ­
lic  a c c o u n ta n t  u n d e r  s a id  a c t .  A  p ro p e r  
u n d e r s ta n d in g  o f  th is  p ro v is io n  l ik e ­
w ise  o b v ia te s  th e  o b je c t io n s  m a d e  in  
s e c tio n s  9 a n d  11.
“ T h e  m o s t  s e r io u s  o b je c t io n  is  m a d e  
to  th e  p u b lic  p ro v is io n  o f  se c tio n  16, 
w h ic h  p e r m i ts  p u b lic  a c c o u n ta n ts  o f  
o th e r  s t a te s ,  w h o  m a y  n o t  b e  c e r tif ie d  
o r  lic e n se d , to  p r a c t ic e  in  p u r s u a n c e  
o f a n y  e n g a g e m e n t  o r ig in a t in g  f ro m  
w i th o u t  th is  s t a te .  T h is  p ro v is io n  is  
p ro b a b ly  n e c e s sa ry ,  h o w e v e r , a s  a n y  
r e s t r ic t io n  o r  r e g u la t io n  o n  s u c h  b u s i­
n e ss  w o u ld  v e ry  l ik e ly  a ffe c t o r  b u r d e n  
in te r s t a te  c o m m e rc e  a n d  w o u ld , t h e r e ­
fo re ,  b e  in v a l id .”
The D epartm ent of R egistration 
and Education of the  S ta te  of Illi­
nois has announced the  appoint­
m ent, on December 1, 1925, of the  
following Public A ccountant Com­
m ittee, which will have charge of 
the  adm inistration of public ac­
countancy exam inations under the  
new law of Illinois:
Edwin E . Gore, C. P. A., Chair­
man, 111 W est Monroe S treet, Chi­
cago, Ill.
Mr. John G. W eisbach, 10 South 
La Salle S treet, seventh floor Otis 
Building, Chicago, Ill.
Mr. Jam es S. Hopkins, A ttorney, 
172 W est Jackson Boulevard, Chi­
cago, Ill.
T R Y  I T  W IT H  Y O U R  C O L L A R
A n  o p t im is t  h a d  h is  r i g h t  a r m  a m p u ­
ta te d  a s  a  r e s u l t  o f  a n  a c c id e n t .
“ W ell, a n y w a y ,”  h e  s a id , “ I ' l l  b e  a b le  
to  t a k e  off m y  s h i r t  n o w  w i th o u t  u n ­
b u t to n in g  th e  c u ff,” -— C o rn e ll  W id o w .
I n  p r e s e n t in g  a  s o lu t io n  th is  m o n th  a  
p ro b le m  in  a c tu a r i a l  sc ie n c e  h a s  b e e n  
s e le c te d  la r g e ly  fo r  th e  r e a s o n  t h a t  o n e  
o f  th e  p ro b le m s  o f  th e  O k la h o m a  ex ­
a m in a tio n  w as  th e  s a m e  a s  th e  o n e  se ­
le c te d  f ro m  th e  V irg in ia  e x a m in a t io n  
fo r  s o lu t io n  in  th e  S e p te m b e r  is su e .
T h e  p ro b le m  o f  th e  A cm e  M a n u fa c ­
t u r in g  C o m p a n y  r e q u ir e s  th e  d e te r m in a ­
t io n  o f  th e  a n n u a l  p a y m e n ts  n e c e s sa ry  
to  b u ild  u p  a  s in k in g  f u n d  o f  $ 8 4 ,0 0 0  
in  6 2 /3  y e a r s  a t  4 p e r  c e n t  c o m p o u n d  
in te r e s t .
In  a l l  s in k in g  f u n d  p ro b le m s  th e  so lu ­
t io n  is  b a se d  o n  th e  s e l f -e v id e n t  f a c t  
th a t  th e  fu n d  a c c u m u la te d  b y  a n y  a n ­
n u i ty  w ill  b e  p r o p o r t io n a l  to  th e  f u n d  
a c c u m u la te d  b y  a n  a n n u i ty  o f  $ 1 .0 0 . 
T h e  s o lu t io n  is  g r e a t ly  s im p lif ie d  by  
ta b le s  w h ic h  a r e  u s u a l ly  r e a d i ly  a c c e s ­
s ib le . W h e re  a  ta b le  is  n o t  a c c e s s ib le  
th e  a m o u n t  o f  a n  a n n u i ty  o f  1 is  d e te r ­
m in e d  f ro m  th e  f o rm u la
( 1 + i ) n— 1 
i
w h e re  “ i ”  is  th e  r a t e  o f  i n te r e s t  ex ­
p re s s e d  in  h u n d r e d th s  a n d  “ n ”  is  th e  
n u m b e r  o f  p e r io d s .  B y  “ a m o u n t”  is  
u n d e r s to o d  th e  su m  o f  th e  p e r io d ic  d e ­
p o s i ts  a n d  a c c u m u la te d  in te r e s t .
F o r  th e  s a k e  o f  s im p li fy in g  th e  s o lu ­
t io n  o f  p ro b le m s  in v o lv in g  f r a c t io n a l  
p e r io d s  i t  is  a d v is a b le  to  m a k e  tw o  
s e p a r a te  c o m p u ta tio n s ,  o n e  b a se d  o n  a  
f o r m u la  f o r  th e  w h o le  p e r io d  a n d  a n ­
o th e r  c o m p u ta t io n  fo r  th e  f r a c t io n a l  
p e r io d .
I n  b u i ld in g  a  s in k in g  f u n d  b y  a n  
a n n u i ty  o f $ 1 .0 0  b e g in n in g  D e c e m b e r 
31 , 1 9 1 9 , a n d  r u n n in g  f o r  6 2 /3  y e a rs  
th e  a m o u n t  a c c u m u la te d  u p  to  a n d  in ­
c lu d in g  th e  s ix th  p a y m e n t  (D e c e m b e r  
31 , 1 9 2 4 )  a s  sh o w n  b y  a  ta b le  is 
$ 6 .6 3 2 9 7 5 4 6 . T h is  s u m  w o u ld  th e n  
d r a w  in te r e s t  a t  4 p e r  c e n t  f o r  e ig h t  
m o n th s ,  th u s  a d d in g  $ .1 7 6 8 7 9 3 4 . T h e  
p ro b le m  s ta te s  t h a t  “ a  c o r re s p o n d in g  
a m o u n t”  is  d e p o s i te d  a t  th e  e n d  o f  th e  
l a s t  p a r t i a l  y e a r  o f  th e  l ife  o f  th e  m a ­
c h in e ry . I n  th is  s o lu t io n  th is  is  ta k e n  
to  m e a n  t h a t  2 /3  o f  th e  u s u a l  a n n u a l  
d e p o s i t  w o u ld  b e  m a d e . T h e  f in a l d e ­
p o s i t  is  a c c o rd in g ly  $ .6 6 6 6 6 6 6 7 , g iv in g  
a  to ta l  s in k in g  f u n d  o f  $ 7 .4 7 6 5 2 1 4 7  a s  
fo llo w s :
$ 6 .6 3 2 9 7 5 4 6
.1 7 6 8 7 9 3 4
.6 6 6 6 6 6 6 7
T o ta l  7 .4 7 6 5 2 1 4 7
S in c e  t h is  s in k in g  f u n d  b e a r s  th e  
sa m e  r e la t io n  to  $ 1 .0 0  t h a t  $ 8 4 ,0 0 0  
b e a r s  to  th e  a n n u i ty  r e q u ir e d  to  a c ­
c u m u la te  $ 8 4 ,0 0 0  w e d e te rm in e  th e  r e ­
q u i r e d  a n n u i ty  b y  d iv id in g  $ 8 4 ,0 0 0  b y  
7 .4 7 6 5 2 1 4 7 .
T h is  g iv e s  $ 1 1 ,2 3 5 .1 7 . T w o - th ird s  
o f  th is  is  $ 7 ,4 9 0 .1 2 , th e  f in a l  c o n tr ib u ­
t io n  to  th e  fu n d .
T h a t  th e s e  f ig u re s  a r e  c o r re c t  is  
sh o w n  b y  th e  fo l lo w in g  t a b u la t io n :
T H E  A C M E  M A N U F A C T U R IN G  C O M PA N Y
S in k in g  F u n d  D e p o s its ,  I n t e r e s t  a n d  A c c u m u la t io n s  
A n n u a l  D e p o s it ,  $ 1 1 ,2 3 5 .1 7 ;  I n t e r e s t ,  4  p e r  c e n t  
D e c e m b e r  3 1 , 1 9 1 9 , t o  A u g u s t  3 1 , 1 9 2 5
D a te
D e ce m b er 31 , 1 9 1 9 .
D e c e m b e r 31 , 1 9 2 0 . 
D e ce m b er  31 , 1 9 2 1 . 
D e ce m b er 31 , 19 2 2  
D e ce m b er 31 , 1923
D e c e m b e r  31 , 1 9 2 4 .  
A u g u s t  31 , 192 5  . . .
C a sh  C o n ­
t r ib u t io n s  to  
S in k in g  F u n d
. $ 1 1 ,2 3 5 .1 7  
1 1 ,2 3 5 .1 7  
. 1 1 ,2 3 5 .1 7  
. 1 1 ,2 3 5 .1 7  
. 1 1 ,2 3 5 .1 7  
. 1 1 ,2 3 5 .1 7  
7 ,4 9 0 .1 2
7 4 ,9 0 1 .1 4
I n te r e s t  
A d d i t io n s  to  
S in k in g  F u n d
$ 4 4 9 .4 1
9 1 6 .7 9
1 ,4 0 2 .8 7
1 ,9 0 8 .3 9
2 ,4 3 4 .1 3
1 ,9 8 7 .2 7
T o ta l  A n n u a l  
A d d it io n s  to  
S in k in g  F u n d
$ 1 1 ,2 3 5 .1 7
1 1 ,6 8 4 .5 8
1 2 ,1 5 1 .9 6
1 2 ,6 3 8 .0 4
1 3 ,1 4 3 .5 6
1 3 ,6 6 9 .3 0
9 ,4 7 7 .3 9
9 ,0 9 8 .8 6
A c c u m u la ­
t io n s  o f 
S in k in g  F u n d
$ 1 1 ,2 3 5 .1 7
2 2 ,9 1 9 .7 5  
3 5 ,0 7 1 .7 1
4 7 ,7 0 9 .7 5  
6 0 ,8 5 3 .3 1  
7 4 ,5 2 2 .6 1  
8 4 ,0 0 0 .0 0
W h e re  a n n u i ty  ta b le s  a r e  n o t  a v a i la b le  th e  a m o u n t  o f  a n  a n n u i ty  o f  1 w o u ld  
b e  d e te r m in e d  b y  f o rm u la  in  th e  fo l lo w in g  m a n n e r :
( 1 + i ) n — 1 ( 1 + . 0 4 ) 6— 1 ( 1 .0 4 ) 6— 1
.04 .04
( 1 .0 4 ) 6= 1 . 0 4 X 1 .0 4 X 1 - 0 4 X 1 .0 4  X 1 .0 4 X 1 -0 4 : 
1 .2 6 5 3 1 9 0 1 8 5 — 1 = .2 6 5 3 1 9 0 1 8 5  
.2 6 5 3 1 9 0 1 8 5 ÷ .0 4 = 6 .6 3 2 9 7 5 4 6
= 1 .265 3 1 9 0 1 8 5
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WHAT OUR READERS SAY
N ew  Y o rk , D e c e m b e r  1 9 2 5 . 
T h e  E d ito r ,
C e rtif ie d  P u b l ic  A c c o u n ta n t,  
W o o d w a rd  B u ild in g ,
W a s h in g to n , D. C.
D e a r  S ir :
T h e  in c u lc a t io n  o f  g o o d  h a b i t s  a m o n g  
o u r  y o u n g  m e n  a n d  w o m e n  w ill  do 
m o re  to  f r e e  th is  c o u n try  f ro m  c r im e s  
o f  f r a u d  a n d  v io le n c e  th a n  a i l  th e  C rim e  
C o m m iss io n s  t h a t  m a y  be  o rg a n iz e d  
f ro m  n o w  u n t i l  K in g d o m  C om e.
B u s in e s s  m e n  to o  c a n  do  a  g r e a t  d e a l 
to  h e lp  t h e i r  y o u n g  m e n  a n d  w o m e n  e m ­
p lo y e e s  a lo n g  th e  p a th s  o f  r e c t i t u d e  a n d  
s t r a ig h t  t h in k in g  b y  e l im in a t in g  o r  
s to p p in g  u p  ( in  t h e i r  o w n  b u s in e s s e s )  
o p p o r tu n i t ie s  fo r  in te n t io n a l  o r  u n in ­
te n t io n a l  th e f t .
E v e ry  b u s in e s s  sh o u ld  k e e p  a  f u l l  a n d  
c o m p le te  s e t  o f  a c c o u n t  b o o k s .
A ll m o n ie s  c o lle c te d  e a c h  d ay , 
w h e th e r  by  c h e c k  o r  in  c a sh , sh o u ld  be  
e n te r e d  u p  in  th e  C a sh  R e c e ip ts  b o o k , 
a n d  th e n  d e p o s ite d  in  th e  b a n k  a t  th e  
e n d  o f  th e  b u s in e s s  d ay .
A ll p a y m e n ts  fo r  m e rc h a n d is e ,  w a g es , 
e x p e n se s , e tc ., in  e x ce ss  o f  o n e  d o l la r  
s h o u ld  be  m a d e  by  c h ec k .
A n  a c c u r a te  c h e c k  sh o u ld  be  k e p t  on  
a l l  m e rc h a n d is e  p u rc h a s e d  a n d  re c e iv e d  
so  t h a t  th e  p r o p r ie to r  m a y  k n o w  a t  a ll  
t im e s  th e  a m o u n t  o f  m e rc h a n d is e  o r 
s to c k  o n  h a n d .
A n  a c c u r a te  r e c o rd  sh o u ld  b e  k e p t  of 
a l l  g o o d s  o r  m e rc h a n d is e  le a v in g  th e  
p la c e  o f  b u s in e s s  so  t h a t  th e  p ro p e r  
p e rs o n  m a y  b e  c h a rg e d  th e r e f o r .
S t r ic t  a c c o u n t  sh o u ld  b e  k e p t  o f  a ll  
p e t ty  c a s h  e x p e n d i tu re s  so  t h a t  th e r e  
m a y  b e  n o  e r r o r  f ro m  t h a t  so u rc e .
C rim e s  o f  t h e f t  a n d  e m b e z z le m e n t 
o n  th e  p a r t  o f  c o n f id e n tia l  a n d  t r u s t e d  
e m p lo y e e s  a r e  u s u a l ly  d u e  e i th e r  to :
1. T h e f t  o f  m e rc h a n d is e  f ro m  th e  
p la c e  o f  b u s in e ss .
2. C o llu s io n  w ith  c u s to m e rs  to  sh ip  
m o re  t h a n  th e  b i ll  c a l ls  fo r .
3. C o llu s io n  w ith  c r e d i to r s  to  a p p ro v e  
in v o ic e s  fo r  a m o u n ts  g r e a t e r  t h a n  t h a t  
a c tu a l ly  re c e iv e d .
4. C o llu s io n  w ith  c u s to m e rs  to  a p ­
p ro v e  m e rc h a n d is e  r e tu r n e d  f o r  a  
g r e a t e r  su m  th a n  t h a t  a c tu a l ly  r e ­
tu r n e d .
5. P a d d in g  o f  p a y  ro l ls .
6. P a d d in g  o f  e x p e n se  a c c o u n ts  a n d  
p e t ty  c a s h  a c c o u n ts .
7. T h e f t  o f  c a sh  re c e iv e d  fo r  g o o d s  
so ld .
8. T h e f t  o f  c a s h  re c e iv e d  f ro m  c u s ­
to m e rs  in  p a y m e n t  o f  t h e i r  a c c o u n ts .
9. I n te n t io n a l  o v e rp a y m e n t o f c r e d ­
i to r s .
10 . R a is in g  o f c h e c k  a m o u n ts  a n d  
fo rg in g  o f  c h e c k  s ig n a tu r e s .
T h e re  is  o n ly  o n e  w a y  to  p re v e n t
t h e f t  a n d  e m b e z z le m e n t b y  t r u s t e d  e m ­
p lo y ees .
H a v e  y o u r  b o o k s  a u d i te d  m o n th ly  by  
a  C e rtif ie d  P u b l ic  A c c o u n ta n t.  T h e  
c o s t i s n ’t  m u c h , b u t  th e  fe e l in g  o f s e ­
c u r i ty  w h ic h  r e s u l t s  f ro m  su ch  a n  a u d i t  
is  w o r th  m a n y  t im e s  th e  co st.
M an y  b u s in e s s e s  h a v e  th e i r  b o o k s  
a u d i te d  q u a r te r ly ,  a n n u a l ly  a n d  s e m i­
a n n u a l ly .  A  g r e a t  m a n y  th in g s  c a n  h a p ­
p e n  in  th r e e  m o n th s  o r  in  s ix  m o n th s  
a n d  d u r in g  th e  y e a r .
A  m o n th ly  a u d i t  o f y o u r  b o o k s  c o s ts  
n o  m o re  t h a n  i f  th e  w o rk  is  d o n e  p e r i ­
o d ic a lly . B u t  th e  r e s u l t s  a c h ie v e d  a re  
g r e a te r .
F i r s t ,  y o u  k n o w  w h e th e r  y o u r  b o o k s  
a re  a c c u ra te .  S eco n d , w h e th e r  y o u r  
e m p lo y e es  a r e  h o n e s t .  T h ird ,  h o w  y o u  
s t a n d  f in a n c ia lly . F o u r th ,  w h e th e r  y ou  
a r e  m a k in g  o r  lo s in g  m o n ey .
A  m o n th ly  a u d i t  is  th e  c h e a p e s t  fo rm  
o f  b u s in e s s  in s u ra n c e .  I t  h e lp s  k e e p  
y o u r  e m p lo y e e s  o n  th e  r i g h t  p a th .  I t  
h e lp s  p r o te c t  y o u r  b u s in e s s  f ro m  in ­
te r n a l  th e f t .
T h e  e m p lo y e r  w h o  t r u s t s  h is  e m ­
p lo y e e s  a n d  d o e s  n o t  c h ec k  u p  th e i r  
h o n e s ty  a n d  a c c u ra c y  is  g u i l ty  o f  c r im i­
n a l  n e g lig e n c e  to  th e  w h o le  b u s in e s s  
c o m m u n ity .
V e ry  t r u ly  y o u rs ,
SA M U E L  N E W B E R G E R , 
C e rtif ie d  P u b l ic  A c c o u n ta n t.
O c to b e r  28 , 1 9 2 5 .
W . L . H a r r is o n ,  C. P .  A .
S e c re ta ry ,  A m e r ic a n  S o c ie ty  o f 
C e rtif ie d  P u b l ic  A c c o u n ta n ts ,
736  W o o d w a rd  B u ild in g , 
W a s h in g to n , D. C.
D e a r  M r. H a r r is o n :
I t  is  w i th  p le a s u r e  t h a t  I  w r i te  to  
o ffer m y  a p p r e c ia t io n  o f  y o u r  m a g a z in e , 
“ T h e  C e rtif ie d  P u b l ic  A c c o u n ta n t ,” 
w h ic h , in  m y  o p in io n , is  to d a y  th e  le a d ­
in g  a c c o u n ta n t ’s m a g a z in e .  I t s  m o n th ly  
v is i ts  a r e  lo o k e d  fo r w a r d  to  e a g e r ly , 
a n d  w h e n  i t  a r r iv e s  i t  is  r e a d  f ro m  
c o v e r  to  co v e r.
T h e  p r a c t ic e  o f  p u b l is h in g  e x a m in a ­
t io n  q u e s t io n s  o f  th e  v a r io u s  S ta te  
b o a rd s  o f a c c o u n ta n c y  is  o f  in e s t im a b le  
v a lu e  to  m e  a s  a  t e a c h e r  a n d  a  v e ry  
i n te r e s t in g  p a r t  o f  e a c h  is su e .  I t  is  
a m a z in g  to  c o m p a re  th e  t e s t s  t h e  d i f ­
f e r e n t  S ta te s  r e q u i r e  f o r  th e  C e rtif ied  
P u b l ic  A c c o u n ta n t ’s  C e r tif ic a te . S om e 
o f th e m  a p p e a r  to  b e  s u c h  t h a t  a n y  
a c c o u n ta n c y  ju n io r  s tu d e n t  w o u ld  be 
a b le  to  p a s s  r e a d i ly .  O th e r s  a r e  u n d u ly  
d iff icu lt a n d  c a ll  f o r  a  w id e  k n o w le d g e  
o f  a c c o u n tin g , b o th  g e n e r a l  a n d  sp e c ia l­
ized .
M y a p p r e c ia t io n  o f  t h e  w o rk  y o u  a n d  
th e  o th e r  o fficers a n d  d i r e c to r s  o f  th e  
S o c ie ty  a r e  d o in g  f o r  th e  a c c o u n tin g  
p ro fe s s io n , a n d  p a r t i c u l a r ly  o f  th e  v a lu e
o f  th e  a t t r a c t iv e  a n d  v a lu a b le  m a g a z in e  
y o u  h a v e  b u i l t  u p , h a s  b e e n  a c c u m u la t­
in g  f o r  so m e  t im e , b u t  h a s  o n ly  n o w  
fo u n d  w r i t te n  e x p re ss io n .
I  n o te  e sp e c ia l ly  th e  e f fo r ts  b e in g  
m a d e  to  c o m b in e  th e  I n s t i tu t e  w ith  o u r  
S o c ie ty . F ro m  m y  p o in t  o f  v iew  i t  
w o u ld  be  a  s p le n d id  th in g  p ro v id e d  th e  
I n s t i tu t e  w ill  a g r e e  to  o u r  p r o g r a m  a n d  
m e th o d s ,  b u t  I  s h o u ld  h a te  to  see  a n y  
m e r g e r  o f  th e  tw o  so c ie t ie s  o n  th e  b a s is  
o f  s u r r e n d e r  o f  a n y  o f  th e  m a jo r  p r in ­
c ip le s  t h a t  h a v e  b e e n  b u i l t  u p  b y  y o u  
a n d  y o u r  c o -w o rk e rs .
W ith  b e s t  r e g a r d s ,  I  a m ,
S in c e re ly  y o u rs ,
JA M E S  S T U A R T  B A L L , C. P . A ., 
208  E v a n s  B u ild in g ,
W a s h in g to n , D. C.
S e p te m b e r  8, 1 9 2 5 .
T o  th e  E d ito r ,
T h e  C e rtif ie d  P u b l ic  A c c o u n ta n t,  
W o o d w a rd  B u ild in g ,
W a s h in g to n , D. C.
S ir :
I n  th e  A u g u s t  is su e  o f y o u r  p u b lic a ­
t io n  th e r e  a p p e a r e d  a n  a r t ic le  o n  A c­
c o u n ts  R e c e iv a b le  S o ld  o r  A s s ig n e d  to  
F in a n c e  C o m p a n ie s , b y  S im o n  T ip p e r ­
m a n , C. P . A . (N . C .) ,  to  w h ic h  I  t a k e  
e x c e p tio n . I  w a s  e n g a g e d , a t  th e  t im e  
I  r e a d  th e  a r t ic le ,  in  th e  re v is io n  o f a n  
a c c o u n tin g  sy s te m , in  w h ic h  a s s ig n ­
m e n ts  w e re  to  b e  s e t  u p ;  h e n c e  m y  in ­
t e r e s t  in  th e  s u b je c t .
T h e  a r r a n g e m e n t  o f  th e  B a la n c e  
S h e e t, a s  p r e s e n te d  b y  M r. T ip p e rm a n , 
d o e s  n o t  re f le c t  th e  t r u e  r a t io  o f  C u r ­
r e n t  A s se ts  to  C u r r e n t  L ia b i li t ie s .  I n ­
c id e n ta l ly ,  th e r e  is  a  l i t t l e  k in k  in  th e  
fo rm  o f  th e  c a s h  d is c o u n t  t a k e n  b y  
c u s to m e rs ,  to  be  d e d u c te d  f ro m  th e  r e ­
se rv e , h e ld  a s  g u a r a n ty .
A s a n  a d d i t io n a l  c o m m e n t, I  w ish  to  
c a l l  a t t e n t io n  to  th e  n e c e s s i ty  o f  p ro m p t  
v e r if ic a t io n  o f r e m i t ta n c e s  by  c u s to m e rs , 
a s  th e  g u a r a n ty  r e s e rv e  h e ld  b y  th e  
f in a n c e  c o m p a n y  a ffe c ts  th e  i n te r e s t  
r a t e  in d ir e c t ly ,  to  a  v e ry  g r e a t  e x te n t .  
Y o u rs  v e ry  t r u ly ,
(S ig n e d )  N A T H A N IE L  SH A N K S , 
C e rtif ie d  P u b l ic  A c c o u n ta n t  
( C a l i f .) .
F r u i t  a n d  P ro d u c e  A c c e p ta n c e  
C o rp o ra tio n  
97 W a r r e n  S tr e e t ,
N ew  Y o rk ,
S e p te m b e r  29 , 1 9 2 5 . 
W ilb u r  L . H a r r is o n ,  C. P .  A .,
E d i to r ,  T h e  C e rtif ie d  P u b lic  
A c c o u n ta n t,
W o o d w a rd  B u ild in g , 
W a s h in g to n ,  D. C.
D e a r  M r. H a r r is o n :
I  a m  in  r e c e ip t  o f y o u r  l e t t e r  o f 
S e p te m b e r  2 8 th ,  in  w h ic h  y o u  q u o te  
f ro m  l e t t e r  o f  N a th a n ie l  S h a n k s  so m e 
e x c e p tio n s  to  m y  a r t ic le  w h ic h  a p p e a re d  
in  th e  A u g u s t  is su e .
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A s f a r  a s  th e  a r r a n g e m e n t  o f th e  
B a la n c e  S h e e t  is  c o n c e rn e d , I  m a d e  m y  
re c o m m e n d a tio n  “ in  c a se  o f  a c c o u n ts  
s o ld .”  T h e re  is  n o  d o u b t  t h a t  in  su c h  
case  th e  a c c o u n ts  a r e  n o t  c o n s id e re d  a s  
c o lla te r a l  fo r  th e  a d v a n c e  a s  th e  a c ­
c o u n ts  a r e  so ld  o u t r ig h t ,  a n d  th e r e f o r e  
th e  c lie n t  o f  th e  F in a n c e  C o m p an y  h a s  
no  l ia b i l i ty  to  th e  F in a n c e  C o m p a n y  fo r  
th e  a d v a n c e , b u t  h a s  a n  a s s e t  w h ic h  is  
r e p re s e n te d  b y  h is  e q u ity  in  th e  ac ­
c o u n ts  o r  g u a r a n ty  r e s e rv e .  I t  s ta n d s  
to  r e a s o n  t h a t  b o th  th e  F in a n c e  C om ­
p a n y  a n d  i t s  c lie n ts  c a n  n o t  in c lu d e  
th e  s a m e  a c c o u n ts  in  t h e i r  a s se ts .  
T h e re fo re  th e  r a t io  o f C u r r e n t  A sse ts  
to  C u r r e n t  L ia b i l i t ie s  is  c o r re c t ly  r e ­
flec ted  o n  th e  B a la n c e  S h e e t  b y  o m it t in g  
th e  a d v a n c e s  f ro m  th e  l ia b i li t ie s .
T h e  w r i t e r  is  o f  th e  o p in io n  t h a t  th e  
sa m e  p r in c ip le s  s h o u ld  a p p ly  in  c a se  o f  
a c c o u n ts  a s s ig n e d , a s  th e  a s s ig n o r  
u s u a l ly  “ se lls ,  a s s ig n s ,  t r a n s f e r s  a ll  
r ig h t ,  t i t l e ,  e tc . ,”  in  th e  a c c o u n ts .  T h e  
l a s t  c a n  n o t  b e  c o n s id e re d  a s  c o lla te r a l  
in  th e  s a m e  s e n se  a s  s to c k s  o r  b o n d s , 
w h ic h  a r e  u s u a l ly  r e tu r n e d  to  th e  b o r ­
ro w e r  u p o n  p a y m e n t  o f  th e  lo a n , w h ile  
a s s ig n e d  a c c o u n ts ,  w h ic h  a r e  h e ld  in  
t r u s t  b y  th e  b o r ro w e r ,  a r e  a c tu a l ly  b e ­
in g  p a id  d ir e c t ly  o r  in d ir e c t ly  to  th e  
F in a n c e  C o m p an y .
A s f a r  a s  th e  c a s h  d is c o u n t,  o r , fo r  
t h a t  m a t te r ,  a n y  d e d u c t io n s  t a k e n  by 
c u s to m e rs  a re  c o n c e rn e d , s a m e  h a v e  no  
sp e c ia l e ffec t u p o n  th e  r e s e rv e  a s  sa m e  
a re  t a k e n  w h e n  th e  a c c o u n t  is  p a id , a n d  
c o n s e q u e n tly  th e  fa c e  a m o u n t  o f th e  in ­
v o ice  ( r e m i t ta n c e  p lu s  d is c o u n t  o r  d e ­
d u c tio n s )  a r e  to  b e  c le a re d  f ro m  th e  
a s s ig n e d  a c c o u n ts  u p o n  m a k in g  s e t t l e ­
m e n t w i th  th e  F in a n c e  C o m p an y .
A s to  th e  l a s t  p a r a g r a p h  o f  M r. 
S h a n k s ’ l e t t e r ,  th e  w r i t e r  d o e s  n o t  u n ­
d e r s ta n d  w h a t  b e a r in g  p ro m p t  v e r if ic a ­
t io n  o f  r e m i t ta n c e s  b y  c u s to m e rs  h a s  on  
th e  p r in c ip le s  e x p re s s e d  in  th e  a r t ic le .  
I f  th e  a c c o u n ts  a r e  a s s ig n e d  o n  a  n o n ­
n o tif ic a t io n  b a s is  th e  F in a n c e  C o m p an y  
u s u a l ly  a u d i t s  th e  b o o k s  o f  i t s  c lie n ts  
to  a s c e r ta in  t h a t  a l l  r e m i t ta n c e s  r e ­
c e iv ed  b y  th e m  h a v e  b e e n  tu r n e d  o v e r  
to  th e  F in a n c e  C o m p an y . I f  M r. S h a n k s  
h a s  r e fe r e n c e  to  r e m i t ta n c e s  re c e iv e d  
d ir e c t  by  th e  F in a n c e  C o m p a n y  on  
n o tif ic a t io n  p la n  th e n ,  o f  c o u rse , th e  
c lie n ts  o f th e  F in a n c e  C o m p a n y  m u s t  
d e p e n d  u p o n  th e  F in a n c e  C o m p a n y  fo r  
a d v ic e  o f  r e m i t ta n c e s  re c e iv e d .
Y o u rs  v e ry  t r u ly ,
(S ig n e d )  S IM O N  T IP P E R M A N ,
C e r tif ie d  P u b l ic  A c c o u n ta n t.
F i r s t  C o n g re s sm a n .— “ I t e l l  y o u , w o­
m en  w e re  in  p o lit ic s  h u n d r e d s  o f  y e a rs  
a g o .”
S eco n d  C o n g re s sm a n .— “ I d o n ’t  b e ­
lie v e  i t . ”
F i r s t  C o n g re s sm a n .— “ H is to ry  sa y s  
S a lo m e ’s m o tio n s  b e fo re  th e  h o u s e  w e re  
re c e iv e d  w ith  a p p la u s e .”
INTERNA L REVEN UE BUREAU 
ISSUES RULING ON AC­
COUNTING FIRM
“A  p a r tn e r s h ip  w h ic h  is  a n  a c c o u n tin g  
firm  o f five m em b ers , a ll  re n d e r in g  s e rv ­
ices in  th e  b u s in e ss , em ploys fro m  15 to
20 ju n io r  a n d  se n io r  a c c o u n ta n ts  a s  a s ­
s is ta n ts .  T h e  w o rk  of th e s e  a s s is ta n ts  
is  su b je c t o n ly  to  a  p e r fu n c to ry  a p p ro v a l 
b y  th e  p a r tn e r s h ip .
“H eld , t h a t  th e  p ro fits  re s u ltin g  fro m  
th e  la b o rs  o f a s s i s ta n ts  of th is  c h a ra c te r  
c an  n o t b e  re g a rd e d  a s  co m p en sa tio n  r e ­
ceived  fo r  p e rso n a l se rv ice s  a c tu a l ly  r e n ­
d e red  by  th e  p a r tn e r s  a n d  do n o t con­
s t i tu te  e a rn e d  in co m e  to  th e  p a r tn e r s  
w ith in  th e  m e a n in g  o f  se c tio n  209 of th e  
R ev en u e  A c t of 1924, a n d  no  p a r t  of su ch  
p ro fit c an  be  co n sid e red  a s  e a rn e d  n e t  
incom e u n le s s  th e  to ta l  a m o u n t o f th e  
n e t  incom e o f th e  ta x p a y e r  is  le s s  th a n  
$5,000.”— S e c tio n  209. E a rn e d  In co m e . 
A r tic le  1661: E a rn e d  In co m e . IV-39-2369.
S. M. 4088. R e v e n u e  A c t  o f  1924.
COST ACCOUNTING THROUGH 
TH E USE OF STANDARDS
The D epartm ent of M anufacture 
of the  Cham ber of Commerce of 
the  United S tates, W ashington, D. 
C., in announcing the publication 
of a  new booklet on “Cost Account­
ing Through the  Use of S tand­
ards,” says the  following:
T h e  f u n d a m e n ta ls  o f  p r a c t ic e  in  c o s t 
a c c o u n tin g  th r o u g h  th e  e m p lo y m e n t o f 
s t a n d a r d s  a r e  s e t  f o r th  in  a  p a m p h le t  
w h ic h  is  n o w  r e a d y  fo r  d is t r ib u t io n .  
T h e re  is  a  r a p id ly  g ro w in g  in te r e s t  in  
th is  m e th o d  o f  c o s t a c c o u n tin g . F o r  
e x a m p le , a  v ice  p r e s id e n t  in  c h a rg e  o f 
m a n u f a c tu r in g  o f  a  r e p re s e n ta t iv e  co m ­
p a n y , w r i te s :
“ Y ou  m a y  be  in te r e s te d  in  k n o w in g  
t h a t  w e  h a v e  b e e n  u s in g  v e ry  su c c e ss ­
fu l ly  a  c o s t s y s te m  in  o u r  m a n u f a c tu r ­
in g  d e p a r tm e n t ,  w h ic h  is  b a se d  on  
s t a n d a r d  c o s ts . P r io r  to  u s in g  th is  sy s ­
te m , w e  a t te m p te d  v a r io u s  m e th o d s  o f 
d e te r m in in g  th e  a c tu a l  c o s t o f  e a c h  in ­
d iv id u a l  lo t  o f  p a r t s  t h a t  w e re  p ro ­
d u c e d  in  o u r  e s ta b l is h m e n t .  W e  w e re  
n e v e r  a b le , w i th  a n y  o f  th e s e  sy s te m s , 
to  o b ta in  d a ta  w h e n  w e  w a n te d  i t ,  t h a t  
w o u ld  p e r m i t  u s  to  p ro p e r ly  s u p e rv is e  
o u r  c o s t. W h e n  th e  d a ta  f in a lly  d id  
r e a c h  u s , i t  w a s  so  a n c ie n t  t h a t  i t  w a s  
o f  n o  u se  a s  a n  a id  in  m a n a g e m e n t.” 
“ W ith  o u r  p r e s e n t  s y s te m  w e o b ta in  
d a ta  p ro m p tly ,  w h ic h  is  a  r e a l  a id  to  u s  
in  o u r  p ro b le m s . T h e  b e s t  w a y  w e  c a n  
d e sc r ib e  th is  w o u ld  be  a s  fo llo w s: U n ­
d e r  th e  o ld  m e th o d , w e  w e re  c o m p ilin g  
a  h is to r y ;  u n d e r  th e  n e w  m e th o d , w e  
a re  r u n n in g  a  c u r r e n t  n e w s p a p e r .”  
A l th o u g h  w e h a v e  d e v o te d  a n o th e r  
b u l le t in  (N e w s B u l le t in  9, T re n d s  in
C o st A c c o u n tin g — S ta n d a r d s  C o s ts )  to  
a  g e n e ra l  d e s c r ip t io n  o f  th is  m e th o d  o f  
c o s t a c c o u n tin g , i t  m a y  be  h e lp fu l  to  a 
c o m p le te  u n d e r s ta n d in g  o f th e  m e th o d  
to  q u o te  f ro m  th e  n e w  p a m p h le t :
“ A  s t a n d a r d  c o s t sy s te m  is  o n e  w h ic h  
em p lo y s  p re d e te r m in e d  f ig u re s  in  th e  
a c c o u n tin g  in  p la c e  o f a c tu a l  c o s ts  o f 
p ro d u c ts .  I n  a  s t a n d a r d  c o s t s y s te m  
th e  su m  to ta l  o f  th e  s t a n d a r d  c o s ts  fo r  
th e  g o o d s  p ro d u c e d  is  c o m p a re d  w ith  
th e  t o ta l  o u t la y  in  m o n e y  d u r in g  th e  
p e r io d  o f su c h  p ro d u c tio n . T h e  p r o ­
c e d u re  is  th e  re v e r s e  o f t h a t  em p lo y e d  
in  th e  jo b  c o s t sy s te m . In  th e  l a t t e r  
t h e  a c tu a l  c o s ts  a r e  a l lo t te d  to  th e  in ­
d iv id u a l  p ro d u c ts  o r  lo ts . I n  a  s t a n d ­
a r d  c o s t sy s te m  c o s t v a lu e s  a r e  a s s ig n e d  
to  th e  p ro d u c ts  a n d  th e  to ta l  o f  su c h  
a s s ig n e d  v a lu e s  c o m p a re d  w ith  th e  a c ­
t u a l  o u t la y  fo r  p r o d u c tio n .”
T h e  n e w  p a m p h le t  h a s  b e e n  in  c o u rse  
o f  p r e p a r a t io n  fo r  m a n y  m o n th s .  D u r ­
in g  t h a t  p e r io d  w e h a v e  b e e n  in  c o r re ­
sp o n d e n c e  a n d  in  p e r s o n a l  c o n ta c t  w ith  
s e v e ra l  h u n d r e d  m a n u f a c tu r in g  e x e c u ­
t iv e s  a n d  t h e i r  a c c o u n ta n ts .  I t  is, 
th e r e f o r e ,  b a se d  on  a c tu a l  p r a c t ic a l  ex ­
p e r ie n c e  w ith  th e  m e th o d . N o a t t e m p t  
h a s  b e e n  m a d e , h o w e v e r , to  p r e s e n t  th e  
s u b je c t  e x h a u s tiv e ly ,  th e  p u rp o s e  b e in g  
to  d e s c r ib e  th e  u n d e r ly in g  p ro c e d u re  
w ith  su ffic ie n t th o ro u g h n e s s  so  th a t  a n y  
e x e c u tiv e  m a y  g iv e  in te l l ig e n t  s tu d y  to  
th e  s u b je c t  a n d  d e te rm in e  w h e th e r  o r  
n o t  th e  s t a n d a r d  c o s t m e th o d  m a y  be 
em p lo y e d  to  a d v a n ta g e  in  h is  b u s in e ss .
A  c o p y  o f th e  p a m p h le t  m a y  be  h a d  
u p o n  re q u e s t .
AROUND TH E CORNER
( A lm a s  A lib i ,  D e c e m b e r ,  1925) 
A ro u n d  th e  c o rn e r  I  h a v e  a  f r ie n d ,
In  t h is  g r e a t  c ity  t h a t  h a s  no  e n d ;
Y e t d a y s  go  by  a n d  w e e k s  r u s h  on ,
A n d  b e fo re  I  k n o w  i t ,  a  y e a r  is  g o n e , 
A n d  I  n e v e r  see  m y  o ld  f r i e n d ’s face , 
F o r  l if e  is  a  s w if t  a n d  t e r r ib le  ra c e . 
H e  k n o w s  I  l ik e  h im  j u s t  a s  w e ll 
A s in  th e  d a y s  w h e n  I r a n g  h is  b e ll 
A n d  h e  r a n g  m in e . W e w e re  y o u n g e r  
th e n ,
A n d  n o w  w e a r e  b u sy , t i r e d  m e n —  
T ire d  w ith  p la y in g  a  fo o lish  g a m e , 
T ir e d  w ith  t r y in g  to  m a k e  a  n a m e . 
“ T o m o rro w , sa y  I  w ill c a ll on  J im ,
J u s t  to  sh o w  t h a t  I ’m  th in k in g  o f  h im .” 
B u t  to m o r ro w  c o m e s— a n d  to m o rro w  
g o es,
A n d  th e  d is ta n c e  b e tw e e n  u s  g ro w s  a n d  
g ro w s .
A ro u n d  th e  c o rn e r ,  y e t  m ile s  a w ay , 
“ H e r e ’s a  te le g ra m , S i r ,”  “ J im  d ie d  
to d a y .”
A n d  t h a t ’s w h a t  w e  d id — a n d  d e se rv e —  
in  th e  e n d  
A ro u n d  th e  c o rn e r ,  a  v a n is h e d  f r ie n d .
S lo g a n  o f  a  p o ta to  g r o w e r ’s a s so c ia ­
t io n — “ K e e p  th e  L it t le  O n es a t  H o m e .”
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ANNOUNCEMENTS
A rth u r Young & Company, Cer­
tified Public A ccountants, announce 
the  opening of an office a t  718-723 
Buhl Building, D etroit, Mich., un­
der the m anagem ent of T. L. W hit­
ford Porte, C. P. A., as Resident 
P artner. Associated w ith  him  will 
be M essrs. Guy L. B lair and R. 
Baldwin Gibson.
C. R. Dawson & Company, Cer­
tified Public Accountants, announce 
the  removal of th e ir  A tlan ta  offices 
from  801 McGlawn-Bowen Build­
ing to Suite 1023 W ynne-Claugh- 
ton Building, A tlanta, Ga.
Adolph F. Schum acher, C. P. A., 
announces the  opening of offices in 
the  F irs t  National Bank Building, 
Paterson, N. J., on December 1, 
1925.
Crane & Bowman, Certified 
Public A ccountants, announce the  
removal of th e ir  Denver offices 
from  th e  U nited S tates National 
Bank Building to  th e  ground floor 
of the  Cham ber of Commerce 
Building, Denver, Colo.
M aurice V. Genez, C. P. A., an­
nounces th a t  as continuing pa rtn e r 
of the  firm of Genez & Greenway 
he has form ed a successor p a rtn e r­
ship w ith  A rth u r A. H artm ann, C. 
P. A., as special partner, under the  
style and name of Genez & H art­
mann, Certified Public Account­
ants, Newark, N. J., w ith  New 
York offices a t  th e  usual address, 
29 Broadway.
F o rrest E. Ferguson & Co. an­
nounce the  opening of an office a t 
307 Berks County T ru st Building, 
Reading, Pa.
Israel Ratney, C. P . A., an­
nounces the  rem oval of his office to 
342 Madison Avenue, New York 
City.
Musaus, Dolge & Co., Certified 
Public Accountants, announce the 
removal of th e ir  offices to  the  W.
M. Garland Building, N in th  S tree t 
a t Spring, Los Angeles, Calif.
Heaton, Cullinan & Helmus, 
Accountants and A uditors, an­
nounce th e  opening of a  New Je r­
sey office a t  207 Broad S treet, 
E lizabeth, N. J., w ith  W illiam C. 
Heaton, C. P. A., resident partner.
M orris Thall, C. P. A., announces 
the  removal of his New York office 
to 331 Madison Avenue, New York 
City.
A. T. Hull, C. P. A., announces 
the  opening of offices in Rooms 
39-41 Dominion N ational Bank 
Building, Bristol, Va., under the  
firm name of A. T. Hull & Son, 
Public Accountants and Auditors.
H. V. Robertson & Company, 
Accountants and A uditors, an­
nounce th e  rem oval of th e ir  offices 
to  705-6-7 The Amarillo Building, 
Amarillo, Tex.
W alter J. Hollings, C. P. A., 
Stanley H. Herm ann, C. P. A., and 
Ben M urphy announce th e  form a­
tion of a  partnersh ip  as of Janu ­
a ry  1, 1926, under th e  firm name 
of Hollings, M urphy & Herm ann, 
w ith  offices a t  703-704 Newhall 
Building, 260 California S treet, San 
Francisco, Calif.
Johns, L eister & Company an­
nounce th e  admission of W alter L. 
Morgan, C. P. A., to th e  p a rtn e r­
ship and th e ir  association fo r the  
practice of accountancy under the  
firm name of Johns, M organ & 
Leister, Certified Public Account­
an ts, Packard Building, F ifteen th  
and C hestnut S treets, Philadelphia, 
Pa.
C. C. Boldt, C. P. A., form erly 
of Los Lunas, N. Mex., is now lo­
cated in El Paso, Tex., w here he is 
associated w ith the  firm of T hurs­
ton & Grider, Certified Public 
Accountants, w ith  offices in th e  
Two Republics Building.
Guy L. Langton & Company, 
Guy Purdy  and C. A. Gaylord & 
Company, Certified Public Ac­
countants, announce the  consolida­
tion of th e ir  practices under the  
firm nam e of Langton, Purdy & 
Company, w ith  offices a t  723-25 
Realty Building, Spokane, W ash.; 
104 Columbia Valley Bank Build­
ing, W enatchee, W ash.; and 202 
New Idaho T ru st Building, Lewis­
ton, Idaho.
Rodger & McLeod, Public Ac­
countants, announce the  removal of 
th e ir  offices on December 1, 1925, 
to 701-702 Term inal Building, 65 
Broad S treet, New York City.
M yrtile Cerf, practicing under 
the  name of Greenhood & Jansen, 
and H arry  J . Cooper, fo r m any 
years associated w ith  Klink, Bean 
& Company, announce the  form a­
tion of a  partnersh ip  under the  
firm name of Cerf & Cooper, Cer­
tified Public A ccountants, w ith  
offices in th e  Clunie Building, 519 
California S treet, San Francisco, 
Calif.
Chas. W. Todd, C. P. A., an­
nounces the  removal of his offices 
to  1506 W alnut S treet, Philadel­
phia, Pa., and his association w ith 
Hayward-Cronin & Co., Inc.
W alter G. Russell, C. P. A., an­
nounces his resignation as In ternal 
Revenue agent, effective December 
31, 1925, and th e  opening of offices 
a t 308-9 Amarillo Building, Am a­
rillo, Tex., w here he will practice 
accounting under the  firm name of 
W alter G. Russell & Company.
Andrew G. Elder, A ttorney  a t 
Law and Certified Public Account­
an t, form erly engaged exclusively 
in Federal Tax practice w ith Price, 
W aterhouse & Company, and 
Eugene H. Knapp, A ttorney  a t 
Law, announce th e ir  association 
fo r the  general practice of law, un­
der th e  firm name of E lder & 
Knapp, w ith  offices in th e  D exter 
H orton Building, Seattle, W ash,
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STATE SOCIETY NEW S
California
On Monday, November 9, 1925, 
the  Los Angeles certified public ac­
countants entertained w ith  a ban- 
quent a t  6.30 p. m., a t  the  City 
Club in  honor of the  Secretary of 
the  Am erican Society, W. L. H ar­
rison. H. Ivor Thomas, C. P. A., 
President of the  California S tate  
Society of Certified Public Account­
an ts and a  Vice P resident of The 
American Society of Certified Pub­
lic A ccountants, presided over the  
m eeting, which was attended by 
about 40 of the  local certified pub­
lic accountants.
On Thursday evening, November 
12, 1925, about 31 of the  San F ran ­
cisco certified public accountants 
m et a t  the  M erchants Exchange 
Club to g ree t th e  Secretary  of The 
Am erican Society. William Dolge 
presided over th e  m eeting. George 
P. Edw ards, editor of th e  Pacific 
Coast Banker, was present and 
spoke on the  subject of P rofes­
sional A dvertising, and Mr. Charles 
Horne, who has been engaged to 
direct the  Publicity Campaign of 
the  California S ta te  Society of Cer­
tified Public A ccountants spoke on 
publicity work. These addresses 
were followed by a ta lk  by Secre­
ta ry  H arrison.
Colorado
The Denver accountants held a 
special m eeting on November 4, 
1925, a t  the  Brown Palace Hotel, to 
m eet th e  Secretary  of The Am eri­
can Society, W. L. H arrison. There 
were about 30 present a t  the  ban­
quet, which preceded the  m eeting. 
L. C. Linck, C. P. A., P resident of 
the  Colorado Society of Certified 
Public A ccountants, presided.
Connecticut
The Connecticut Society of Cer­
tified Public A ccountants will hold 
a m eeting in H artfo rd  on January  
8, 1926.
Georgia
The Georgia Society of Certified 
Public Accountants m et on S a tu r­
day, December 26, 1925, a t  the
Kimball House, A tlanta, a t 1.00 
p. m., a t  which tim e the  following 
officers were elected: President, 
Wm. H. Jam es, C. P. A., A tlan ta ; 
Secretary, R. J. Sauls, C. P. A., A t­
lan ta  ; T reasurer, O. P. Allen, C. P. 
A., A tlan ta ; Trustees, H. T. Ama- 
son, C. P . A., A. H. Eidson, C. P. 
A., W. M. Cummings, C. P. A., W.
C. Jackson, C. P. A., of A tlan ta  ;
G. S. Alexander, A ugusta; J. M. 
M cFerrin, Macon; M. H. Barnes, 
Savannah.
Illinois
About 25 m em bers of The Am er­
ican Society o f Certified Public Ac­
countants in Chicago attended a 
dinner m eeting a t the  Chicago City 
Club on the  evening of November 
27, 1925. H arry  E. Lunsford, of 
Kansas City, President of The 
Am erican Society of Certified Pub­
lic A ccountants; W. L. H arrison, 
W ashington, D. C., Secretary of 
the  Society; and D. W. Springer, 
of Ann Arbor, Mich., the  first P res­
ident of The Am erican Society and 
now Chairm an of the  Legislative 
Committee, were honor guests. 
A fte r sho rt talks by Messrs. Luns­
ford, Springer and H arrison the 
evening and spent in spirited dis­
cussion. David Himmelblau, a Di­
recto r of th e  Society, was to as t­
m aster.
Iowa
The Iowa Society of Certified 
Public A ccountants is now publish­
ing quarterly  an official organ 
called “The Iowa Certified Public 
A ccountant.”
M innesota
On November 24, 1925, a  m eet­
ing, held under the  auspices of the  
M innesota Society of Public Ac­
countants, took place a t  th e  A th ­
letic Club, Minneapolis. The m eet­
ing, which was attended by some 
15 certified public accountants, was 
preceded by a  dinner a t  the  Club. 
W. L. H arrison, Secretary  o f The 
Am erican Society of Certified Pub­
lic A ccountants, was present and 
addressed th e  m eeting. His talk
was followed by a  very live and 
in teresting  discussion of the  prob­
lems confronting the  profession 
locally.
M ontana
The M ontana Society of Certified 
Public Accountants m et in B utte  
on Saturday  evening, November 21, 
1925, a t  which tim e th e  election of 
officers was held. The m eeting, 
which was preceded by a  dinner a t
6.30 p. m., was well a ttended  and 
very in teresting . Mr. H arrison, 
Secretary  of The Am erican Society, 
was p resent and was one of the  
speakers.
The newly elected officers of the  
Society a re : President, R. L. 
Thomas, C. P. A., B u tte ; Vice P res­
ident, W. A. Logan, C. P. A., Hel­
ena ; Secretary-Treasurer, H arry  
J. Fennemore, C. P. A., B u tte ; 
Auditors, H ugh D. Galusha, C. P. 
A., and Russell D. Miller, C. P. A.
New Jersey
A special d inner m eeting of th e  
Society of Certified Public Account­
an ts  of the  S ta te  of New Jersey 
was held on Tuesday evening, De­
cember 15, 1925, a t  Newark, N. J.
A rth u r F. Egner, Esq., President 
of the  Essex County B ar Associa­
tion, spoke on the  m oral responsi­
bilities of th e  C. P. A., stressing  in 
his address competency, in tegrity , 
loyalty, ideals and character.
Jam es F. Hughes, C. P. A., P res­
ident o f the  Society and a  m em ber 
of th e  New Jersey  S ta te  Board of 
Public A ccountant Exam iners, 
spoke on th e  reorganization of pub­
lic enterprises in relation to  taxes, 
while W alter A. Staub, C. P. A., 
m em ber of th e  firm of Lybrand, 
Ross B rothers and M ontgomery 
and a m em ber of the  educational 
com m ittee o f th e  Society, gave a 
digest on the  proposed income tax  
legislation as shown in th e  new 
bill.
New York
The Buffalo C hapter of th e  New 
York S ta te  Society of Certified 
Public A ccountants held its  annual 
open dinner m eeting on Saturday
( C o n t in u e d  o n  p a g e  29)
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MEMBERS OF STATE BOARDS OF 
ACCOUNTANCY
C O M P IL E D  B Y  T H E  A M E R IC A N  S O C IE T Y  OF  C E R T I F I E D  P U B L IC  A C C O U N T A N T S
A S  O F  D E C E M B E R  18 , 1925
(*  I n d i c a t e s  M e m b e r  o f  A m e r i c a n  S o c ie ty  o f  C e r t i f ie d  P u b l i c  A c c o u n t a n t s )  
N o te :  T h e  S o c ie ty  w o u ld  a p p r e c i a t e  a n y  e r r o r s  in  t h i s  l i s t  b e in g - c a l l e d  to  i t s  a t t e n t i o n .
A la b a m a  S t a te  B o a r d  o f  A c c o u n ta n c y :
C h a i r m a n ,  M . W . A ld r id g e ,  C. P . A .,*  
P . O. B o x  695, M o n tg o m e r y ,  A la .  
S e c r e t a r y - T r e a s u r e r ,  F r a n c i s  B . L a t ­
a d y ,  C. P . A ., B r o w n  M a r x  B u i ld in g ,  
B i r m in g h a m ,  A la .
M e m b e r ,  G e o r g e  T . R o s s o n ,  C. P .  A .,*  
C i t y  B a n k  B u i ld in g ,  M o b ile ,  A la .
A la s k a  T e r r i to r ia l  B o a r d  o f  A c c o u n ta n c y :  
P r e s i d e n t ,  J o h n  E .  M e a ls ,  C. P .  A ., 
A n c h o r a g e ,  A la s k a .  
S e c r e t a r y - T r e a s u r e r ,  W . S. G e o rg e ,  C.
P . A ., J u n e a u ,  A la s k a .
M em b e r ,  B . A . R o s s e l l e ,  C. P .  A ., 
J u n e a u ,  A la s k a .
A r iz o n a  S t a t e  B o a r d  o f  A c c o u n ta n c y :
P r e s i d e n t ,  W . H . P l u n k e t t ,  C. P .  A .,*  
B o x  1385, P h o e n ix ,  A r iz .
S e c r e t a r y ,  J a m e s  M. L a w to n ,  C. P .  A .,*  
B o x  597, T u c s o n ,  A r iz .
T r e a s u r e r ,  C. A . W e i d le r ,  C. P . A ., 90 
B a s h f o r d  B u i ld in g ,  P r e s c o t t ,  A r iz .
S t a te  B o a r d  o f  A c c o u n ta n c y  o f  A r k a n s a s :  
P r e s i d e n t ,  H . W . H e n n e g in ,  C. P .  A .,*  
L i t t l e  R o c k ,  A r k .
S e c r e t a r y ,  C h a r l e s  H . O r to ,  C. P .  A.
( D e c e a s e d ) ,  L i t t l e  R o c k ,  A r k .  
T r e a s u r e r ,  S im o n  B lo o m , C . P .  A ., P i n e  
B lu f f ,  A r k .
C a lifo r n ia  S t a te  B o a r d  o f  A c c o u n ta n c y :  
P r e s i d e n t ,  J o h n  F .  F o r b e s ,  C . P .  A ., 
C r o c k e r  B u i ld in g ,  S a n  F r a n c i s c o, 
C a l i f .
V ic e  P r e s i d e n t ,  R . E . B l i g h t ,  C. P .  A .,*  
706 S to c k  E x c h a n g e  B u i ld in g ,  L o s  
A n g e le s ,  C a l i f .
S e c r e t a r y - T r e a s u r e r ,  B . W . B o u r s ,  C. 
P .  A .,*  C r o c k e r  B u i ld in g ,  S a n  F r a n ­
c is c o , C a l i f .
M e m b e r ,  H . I v o r  T h o m a s ,  C. P .  A .,*  A . 
G. B a r t l e t t  B u i ld in g ,  L o s  A n g e le s ,  
C a l i f .
S t a t e  B o a r d  o f  A c c o u n ta n c y  o f  C o lo r a d o :
P r e s i d e n t ,  E m m a  M a n n s ,  C. P .  A .,*  
1010 F o s t e r  B u i ld in g ,  D e n v e r ,  C o lo . 
S e c r e t a r y ,  T h e o .  J .  W i t t i n g ,  C. P .  A .,*  
1030 F o s t e r  B u i ld in g ,  D e n v e r ,  C o lo . 
T r e a s u r e r ,  M o n tg o m e r y  R . S m i th ,  C. 
P .  A .,*  421 D e n h a m  B u i ld in g ,  D e n ­
v e r ,  C o lo .
S t a t e  o f  C o n n e c t ic u t  S t a te  B o a r d  o f  A c ­
c o u n t a n c y :
P r e s i d e n t ,  H . F .  S e w a r d ,  C. P .  A ., 151 
C o u r t  S t r e e t ,  N e w  H a v e n ,  C o n n . 
S e c r e t a r y ,  I r v i l l e  A . M ay , C. P .  A .,*  
129 C h u r c h  S t r e e t ,  N e w  H a v e n ,  C o n n . 
T r e a s u r e r ,  C. F .  C o a te s ,  C. P . A .,*  750 
M a in  S t r e e t ,  H a r t f o r d ,  C o n n .
B o a r d  o f  A c c o u n ta n c y  F o r  t h e  D i s t r i c t  o f  
C o lu m b ia :
P r e s i d e n t ,  R . G . R a n k i n ,  C. P .  A ., W i l ­
k in s  B u i ld in g ,  W a s h i n g t o n ,  D . C. 
S e c r e t a r y ,  W m . C la b a u g h ,  C. P .  A .,*  
1319 F  S t r e e t ,  N . W ., W a sh in g to n , 
D . C.
M e m b e r ,  J .  J .  M i l le r .  C. P .  A .,*  M u n s e y  
B u i ld in g ,  W a s h i n g t o n ,  D . C.
D e la w a r e  S t a te  B o a r d  o f  A c c o u n ta n c y :
P r e s i d e n t ,  P e t e r  T . W r i g h t ,  C. P .  A ., 
E q u i t a b l e  B u i ld in g ,  W i lm in g to n ,  
D e l.
S e c r e t a r y - T r e a s u r e r ,  C. E . I s z a r d ,  C. 
P .  A ., 2054 D u  P o n t  B u i ld in g ,  W i l ­
m i n g to n ,  D e l.
M e m b e r ,  G e o r g e  M . J o n e s ,  D o v e r ,  D e l.
F lo r id a  S t a te  B o a r d  o f  A c c o u n ta n c y :
C h a i r m a n ,  G eo . H . F o r d ,  C. P .  A ., P e n ­
i n s u l a r  C a s u a l t y  B u i ld in g ,  J a c k s o n ­
v i l le ,  F l a .
M e m b e r ,  R o b e r t  P e n t l a n d ,  J r . ,  C . P .  A ., 
C l a r k  B u i ld in g ,  J a c k s o n v i l l e ,  F l a .  
M e m b e r ,  J .  A . H a n s b r o u g h ,  C. P .  A ., 
D e w  T r i b u n e  B u i ld in g ,  T a m p a ,  F l a .
G e o r g ia  S t a te  B o a r d  o f  E x a m in e r s  o f  P u b ­
l i c  A c c o u n ta n t s :
C h a i r m a n ,  C. R . D a w s o n ,  C. P .  A .,*  
W y n n e  C la u g h to n  B u i ld in g ,  A t l a n t a ,  
G a .
S e c r e t a r y - T r e a s u r e r ,  M . H . B a r n e s ,  C. 
P .  A ., c a r e  o f  N e v i l le ,  M c I v e r  & 
B a r n e s ,  S a v a n n a h ,  G a .
A t t o r n e y ,  L . D . M c G re g o r ,  W a r r e n t o n ,  
G a .
T e r r ito r y  o f  H a w a i i  T e r r i to r ia l  B o a r d  o f  
A c c o u n t a n c y :
P r e s i d e n t ,  H . D o u g la s  Y o u n g ,  C. P .  A ., 
414 C a s t l e  & C o o k e  B u i ld in g ,  H o n o ­
l u lu ,  T . H .
S e c r e t a r y ,  E r n e s t  R o y  C a m e r o n ,  C. P . 
A ., 4 0 4 -6  K a u i k e o l a n i  B u i ld in g ,  
H o n o lu lu ,  T . H .
T r e a s u r e r ,  A d o lf  F .  B a u m a n ,  C. P .  A ., 
c a r e  o f  B a n k  o f  H a w a i i ,  L td . ,  H o n o ­
lu lu ,  T . H .
I d a h o  S t a t e  B o a r d  o f  A c c o u n ta n c y :
C h a i r m a n ,  J .  W . R o b in s o n ,  C. P .  A .,* 
1114 N o r t h  S e v e n t h  S t r e e t ,  B o is e ,  
I d a h o .
S e c r e t a r y ,  N o r m a n  H . Y o u n g ,  C. P .  A ., 
B o x  223, B o is e ,  I d a h o .
F .  A . J e t e r ,  C o m m is s io n e r  o f  L a w  E n ­
f o r c e m e n t  a n d  e x -o f f ic io  S e c r e t a r y  
o f  B o a r d  o f  A c c o u n ta n c y ,  B o is e ,  
I d a h o .
C h a s .  L a u r e n s o n ,  D i r e c t o r  o f  B u r e a u  
o f  L ic e n s e ,  B o is e ,  I d a h o .
I l l in o i s  P u b l ic  A c c o u n t a n t  C o m m itte e :
C h a i r m a n ,  E d w in  E . G o re , C. P . A ., 11 
W e s t  M o n r o e  S t r e e t ,  C h ic a g o ,  I l l .
M e m b e r ,  J o h n  G . W e i s b a c h ,  10 S o u th  
L a  S a l l e  S t r e e t ,  s e v e n t h  f lo o r , C h i­
c a g o ,  I l l .
A t t o r n e y ,  J a m e s  S. H o p k in s ,  172 W e s t  
J a c k s o n  B o u le v a r d ,  C h ic a g o ,  I l l .
I n d ia n a  S t a t e  B o a r d  o f  C e r t if ie d  P u b l ic  
A c c o u n ta n t s :
P r e s i d e n t ,  L a w r e n c e  F .  O r r ,  C. P .  A ., 
S t a t e  H o u s e ,  I n d i a n a p o l i s ,  I n d .
S e c r e t a r y ,  W . G. O w e n s , C. P .  A ., S t a t e  
H o u s e ,  I n d i a n a p o l i s ,  In d .
T r e a s u r e r ,  G . G. L o w e , S t a t e  H o u s e ,  
I n d i a n a p o l i s ,  In d .
S t a t e  o f  I o w a  B o a r d  o f  A c c o u n ta n c y :
C h a i r m a n ,  W i l l i a m  G u th r i e ,  C. P .  A .,* 
D a v id s o n  B u i ld in g ,  S io u x  C i ty ,  I o w a .
S e c r e t a r y - T r e a s u r e r ,  H e n r y  W . H o ld s -  
w o r t h ,  C. P .  A .,*  J o h n s o n  C o u n ty  
B a n k  B u i ld in g ,  I o w a  C i ty ,  I o w a .
M e m b e r ,  C h a s .  B . T o m p k in s ,  C. P . A ., 
C o m m o n w e a lth .  B ld g .,  D e s  M o in e s ,  
Io w a .
K a n s a s  S t a te  B o a r d  o f  A c c o u n ta n c y :
P r e s i d e n t ,  A . B . S a n d e r s ,  C. P .  A ., F i r s t  
N a t i o n a l  B a n k  B u i ld in g ,  W ic h i t a ,  
K an is .
S e c r e t a r y ,  D . N . H e n r y ,  641 N e w  E n g ­
l a n d  B u i ld in g ,  T o p e k a ,  K a n s .
M e m b e r ,  S t a n l e y  S p u r r i e r ,  C. P .  A .,* 
1100 B i t t i n g  B u i ld in g ,  W ic h i t a ,  
K a n s .
S t a t e  B o a r d  o f  A c c o u n ta n c y  o f  K e n t u c k y :
P r e s i d e n t ,  J .  W . R . B r a d f o r d ,  C. P . A .,* 
F lo r e n c e ,  K y .
S e c r e t a r y ,  W . A . H i f n e r ,  J r . ,  C. P .  A. ,* 
205 C i ty  B a n k  B u i ld in g ,  L e x in g to n ,  
K y .
T r e a s u r e r ,  S. W . E s k e w ,  C. P .  A ., I n ­
t e r s o u t h e r n  B u i ld in g ,  L o u i s v i l l e ,  K y .
S t a te  B o a r d  o f  C e r t if ie d  P u b l ic  A c c o u n t ­
a n t s  o f  L o u is ia n a :
P r e s i d e n t ,  A r c h ie  M . S m i th ,  C. P . A .,* 
830 H i b e r n i a  B a n k  B u i ld in g ,  N e w  
O r le a n s ,  L a .
S e c r e t a r y ,  E m i l e  B ie n v e n u ,  C. P .  A .,*  
1403 H i b e r n i a  B a n k  B u i ld in g ,  N e w  
O r le a n s ,  L a .
T r e a s u r e r ,  L a n a u x  R a r e s h i d e ,  C. P . 
A .,*  617 C o m m o n  S t r e e t ,  R o o m  203, 
N e w  O r le a n s ,  L a .
M e m b e r ,  H . M. S n id e r ,  C. P .  A .,* 1105 
S l a t t e r y  B u i ld in g ,  S h r e v e p o r t ,  L a .
M e m b e r ,  C. E . W e r m u th ,  C. P .  A.,* 722 
C a n a l  C o m m e r c ia l  B u i ld in g ,  N e w  
O r le a n s ,  L a .
M a in e  B o a r d  o f  A c c o u n ta n c y :
P r e s i d e n t ,  G eo . W . G o o d r ic h ,  C. P .  A ., 
P a t t e n ,  M e.
S e c r e t a r y ,  W m . P .  W h i t e h o u s e ,  A t t o r ­
n e y ,  85 E x c h a n g e  S t r e e t ,  P o r t l a n d ,  
M e.
M e m b e r ,  W m . P . H u s b a n d ,  J r . ,  C. P .  A ., 
F i d e l i t y  B u i ld in g ,  P o r t l a n d ,  M e.
B o a rd  o f  E x a m in e r s  o f  P u b l ic  A c c o u n t ­
a n t s  o f  S t a t e  o f  M a r y la n d :
C h a i r m a n ,  T h o s .  L . B e r r y ,  C. P .  A .,*  
929 C a l v e r t  B u i ld in g ,  B a l t i m o r e ,  M d .
S e c r e t a r y - T r e a s u r e r ,  J .  K . E a g a n ,  C. 
P .  A .,*  839 E q u i t a b l e  B u i ld in g ,  B a l ­
t im o r e ,  M d.
M e m b e r ,  R . C. R e i k ,  C. P .  A .,*  1243 
C a l v e r t  B u i ld in g ,  B a l t im o r e ,  M d.
M e m b e r ,  W m . M iln e s  M a lo y , A t to r n e y ,  
1402 F i d e l i t y  B u i ld in g ,  B a l t im o r e ,  
M d.
M e m b e r ,  W m . C. W e y f o r t h ,  E c o n o m is t ,  
J o h n s  H o p k i n s  U n i v e r s i t y ,  B a l t i ­
m o r e ,  M d.
M a s s a c h u s e t t s  B o a r d  o f  R e g is t r a t io n  o f  
C e rtif ie d  P u b l ic  A c c o u n t a n t s :
P r e s i d e n t ,  G eo . L . B is h o p ,  C. P .  A .,*  
68 D e v o n s h i r e  S t r e e t ,  B o s to n ,  M a s s .  
S e c r e t a r y ,  J a m e s  J .  F o x ,  C. P . A .,*  
750 -53  L i t t l e  B u i ld in g ,  B o s to n ,  M a s s . 
M e m b e r ,  D a n ie l  B . L e w is ,  C. P . A .,* 
P a r k  S q u a r e  B u i ld in g ,  B o s to n ,  M a s s . 
M e m b e r ,  E d w in : L  P r i d e ,  C. P .  A .,*  40 
C e n t r a l  S t r e e t ,  B o s to n ,  M a s s . 
M e m b e r ,  P .  F .  C r o w le y ,  C. P .  A .,*  14 
C e n t r a l  A ven u e, L y n n ,  M a s s .
M ic h ig a n  S t a t e  B o a r d  o f  A c c o u n ta n c y :
C h a i r m a n ,  R o b t .  D a v id s o n ,  C. P .  A .,* 
1824 D im e  B a n k  B u i ld in g ,  D e t r o i t ,  
M ich .
V ic e  C h a i r m a n ,  A . W . E h r m a n ,  C. P .  
LA..,* 1315 F o r d  B u i ld in g ,  D e t r o i t ,  
M ich .
S e c r e t a r y ,  D . W . S p r in g e r ,  C. P .  A .,*  
A n n  A r b o r ,  M ich .
C o u n s e l ,  T h e o .  C. B e t z o ld t ,  818 D im e  
B a n k  B u i ld in g ,  D e t r o i t ,  M ich . 
M e m b e r  e x -o ff ic io ,  G o v e r n o r  G r o e s -  
b e c k ,  S t a t e  C a p i to l ,  L a n s in g ,  M ich .
M in n e s o ta  S t a t e  B o a r d  o f  A c c o u n ta n c y :  
C h a i r m a n ,  J .  S. M a t t e s o n ,  C. P .  A ., 701 
A l w o r t h  B u i ld in g ,  D u lu th ,  M in n . 
S e c r e t a r y - T r e a s u r e r ,  E m i l  K r o e g e r ,  
C. P .  A ., 1022 S e c u r i t y  B u i ld in g ,  
M in n e a p o l i s ,  M in n .
M e m b e r ,  H . M . T e m p le ,  C. P .  A ., 700 
C a p i t a l  N a t i o n a l  B a n k  B u i ld in g ,  S t. 
P a u l ,  M in n .
M is s is s ip p i  S t a t e  B o a r d  o f  P u b l ic  A c ­
c o u n t a n c y :
C h a i r m a n ,  A . A . H o d g e ,  C. P .  A .,*  
N a tc h e z ,  M iss .
S e c r e t a r y - T r e a s u r e r ,  W . Q . S h a r p ,  C. 
P .  A .,*  505 N a t i o n a l  B a n k  B u i ld in g ,  
J a c k s o n ,  M iss .
M e m b e r ,  R . R . H a r d y ,  A t to r n e y ,  J a c k ­
s o n , M iss .
B o a r d  o f  A c c o u n ta n c y  o f  M iss o u r i:
P r e s i d e n t ,  F .  A . S m i th ,  C. P . A ., L a t h ­
r o p  B u i ld in g ,  K a n s a s  C ity ,  M o. 
S e c r e t a r y ,  J .  H . O ’C o n n e l l ,  C. P .  A .,*  
942 P l a n t e r s  B u i ld in g ,  S t. L o u i s ,  M o. 
T r e a s u r e r ,  E d w a r d  F r a s e r ,  C. P .  A ., 
316 S c a r r i t t  B u i ld in g ,  K a n s a s  C i ty ,  
M o.
M e m b e r ,  J e f f  K . S to n e ,  C. P .  A ., L i b ­
e r t y  C e n t r a l  T r u s t  C o m p a n y  B u i l d ­
in g ,  S t .  L o u is ,  M o.
M e m b e r ,  E . H . W a g n e r ,  C. P .  A ., A r ­
c a d e  B u i ld in g ,  S t. L o u is ,  M o.
M o n ta n a  S t a te  B o a r d  o f  E x a m in e r s  in  A c ­
c o u n t a n c y :
P r e s i d e n t ,  W m . A . L o g a n ,  C. P .  A .,*  
S t a t e  C a p i to l ,  H e le n a ,  M o n t. 
S e c r e t a r y ,  A l f r e d  J .  R o w la n d ,  C. P . 
A .,*  M a s o n ic  T e m p le ,  M ile s  C ity ,  
M o n t.
M e m b e r ,  W . G r a n t  H o a g e ,  C. P .  A .,*  
413 M e ta l s  B a n k  B u i ld in g ,  B u t t e ,  
M o n t.
S t a te  B o a r d  o f  E x a m in e r s  f o r  C er t if ie d  
P u b lic  A c c o u n ta n t s  in  t h e  S t a te  o f  N e­
b r a s k a  :
C h a i r m a n ,  J o h n  M . G i l c h r i s t ,  C. P .  A ., 
B a n k e r s  R e s e r v e  L i f e  B u i ld in g ,  
O m a h a ,  N e b r .
S e c r e t a r y - T r e a s u r e r ,  H e n r y  C. M o e lle r ,  
C . P .  A .,*  O m a h a  N a t i o n a l  B a n k  
B u i ld in g ,  O m a h a ,  N e b r .
M e m b e r ,  G e o . W . M a r s h ,  C. P .  A ., S t a t e  
A u d i to r ,  L in c o ln ,  N e b r .
N e v a d a  S t a t e  B o a r d  o f  A c c o u n ta n c y :
P r e s i d e n t ,  D . J .  S u l l iv a n ,  C. P .  A ., C a r ­
s o n  C i ty ,  N ev .
V ic e  P r e s i d e n t ,  C. F .  D e  A rm o n d ,  C.
P . A ., E l k o ,  N e v .
S e c r e t a r y ,  E . S. L a  T o u r r e t t e ,  C. P .  A .,*  
B o x  30, R e n o ,  N e v .
S t a te  o f  N e w  H a m p s h ir e  B o a r d  o f  B a n k  
C o m m is s io n e r s :
C o m m is s io n e r ,  A r t h u r  E . D o le ,  S t a t e  
H o u s e ,  C o n c o r d ,  N . H .
D e p u ty  C o m m is s io n e r ,  G e o r g e  E . F a r ­
r a n d ,  S t a t e  H o u s e ,  C o n c o rd , N . H .
N e w  J e r s e y  S t a t e  B o a r d  o f  P u b l ic  A c ­
c o u n t a n t s :
P r e s i d e n t ,  J a m e s  F . W e lc h ,  C. P .  A .,*  
129 M a r k e t  S t r e e t ,  P a t e r s o n ,  N . J .  
S e c r e t a r y ,  W i l l i a m  H . C o m p to n ,  C . P . 
A ., 303 B r o a d  S t r e e t  B a n k  B u i ld in g ,  
T r e n t o n ,  N . J .
T r e a s u r e r ,  J a m e s  F . H u g h e s ,  C. P . A .,* 
104 F a i r v i e w  A v e n u e ,  J e r s e y  C ity ,  
N . J .
N e w  M e x ic o  S t a t e  B o a r d  o f  A c c o u n ta n c y :
S e c r e t a r y ,  R . D . J o n e s ,  C. P .  A ., c a r e  
o f  T h e  A g u a  P u r a  C o ., E a s t  L a s  
V e g a s ,  N . M ex .
S t a t e  B o a r d  o f  C er t if ie d  P u b l ic  A c c o u n ta n t  
E x a m in e r s  o f  N e w  Y o r k :
P r e s i d e n t ,  H e n r y  E . M e n d e s , C. P . A ., 
80 M a id e n  L a n e ,  N e w  Y o r k  C ity .  
S e c r e t a r y ,  J a m e s  F .  F a r r e l l ,  C . P .  A ., 
110 W i l l i a m  S t r e e t ,  N e w  Y o r k  C ity .  
M e m b e r ,  S im o n  L o e b , C. P .  A .,*  303 
F i f t h  A v e n u e ,  N e w  Y o r k  C i ty .
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No r th  C a r o lin a  S t a t e  B o a r d  o f  A c c o u n t ­
a n c y :
P r e s i d e n t ,  J o h n  E . W i l s o n ,  C. P .  A .,* 
2 0½ G o v e r n m e n t  S t r e e t ,  A s h e v i l l e ,  
N . C.
V ic e  P r e s i d e n t ,  G eo . H . A d a m s ,  C. P .  
A .,*  814 J o h n s t o n  B u i ld in g ,  C h a r ­
l o t t e ,  N . C.
S e c r e t a r y - T r e a s u r e r ,  W . T . D ix o n ,  C. 
P . A ., C i t i z e n s  N a t i o n a l  B a n k  B u i l d ­
in g ,  R a l e ig h ,  N . C.
M e m b e r ,  J o h n  B . M c C a b e , C. P . A ., P . 
O. B o x  1243, W i l m i n g t o n ,  N . C.
N o r th  D a k o t a  S t a t e  B o a r d  o f  A c c o u n t ­
a n c y :
C h a i r m a n ,  P .  F .  B u r c h a r d ,  C. P . A .,* 
N o r t h w e s t e r n  N a t i o n a l  B a n k  B u i l d ­
in g ,  G r a n d  F o r k s ,  N . D a k .
S e c r e t a r y ,  J .  W . W i lk e r s o n ,  C. P .  A ., 
U n i v e r s i t y  S t a t i o n ,  G r a n d  F o r k s ,  
N . D a k .
M e m b e r ,  T h o m a s  P o o le ,  C. P .  A ., B i s ­
m a r c k ,  N . D a k .
S t a te  B o a r d  o f  A c c o u n ta n c y  o f  O h io :
P r e s i d e n t ,  E . S. T h o m a s ,  C. P .  A ., 1107 
U n io n  T r u s t  B u i ld in g ,  C in c in n a t i  
O h io .
S e c r e t a r y ,  M a r t i n  J .  A r f t ,  C. P .  A .,*  
940 O h io  B u i ld in g ,  T o le d o ,  O h io . 
M e m b e r ,  L . W . B ly th ,  C. P .  A .,*  U n io n  
T r u s t  B u i ld in g ,  C le v e la n d ,  O h io .
S t a te  B o a r d  o f  A c c o u n ta n c y  o f  t h e  S t a te  
o f  O k la h o m a :
P r e s i d e n t ,  G e o r g e  J .  M e c h l in g ,  C. P . 
A ., S t a t e  C a p i to l ,  O k la h o m a  C ity ,
O k l a.
S e c r e t a r y ,  T o m  D . B o y d s to n ,  C. P . A ., 
K e n n e d y  B u i ld in g ,  T u l s a ,  O k la .  
M e m b e r ,  G e o r g e  F . S h o r t ,  A t to r n e y ,  
S t a t e  C a p i to l ,  O k la h o m a  C ity ,  O k la .
O r e g o n  S t a t e  B o a r d  o f  A c c o u n ta n c y :
P r e s i d e n t ,  E .  M . W i l s o n ,  C. P .  A .,*  216 
L i b e r t y  B u i ld in g ,  M e d f o rd ,  O re g .  
V ic e  C h a i r m a n ,  G e o r g e  B la c k ,  C. P .  A ., 
S e l l i n g  B u i ld in g ,  P o r t l a n d ,  O re g .  
V ic e  C h a i r m a n ,  A . J .  T o u r t e l l o t t e ,  C . 
P .  A ., T i t l e  a n d  T r u s t  B u i ld in g ,  
P o r t l a n d ,  O re g .
V ic e  C h a i r m a n ,  A . R . S a w te l l ,  C. P . 
A .,*  C h a m b e r  o f  C o m m e rc e  B u i ld in g ,  
P o r t l a n d ,  O re g .
S e c r e t a r y - T r e a s u r e r ,  S e th  L . R o b e r t s ,  
C. P .  A .,*  N o r t h w e s t e r n  B a n k  B u i ld ­
i n g ,  P o r t l a n d ,  O re g .
P e n n s y lv a n ia  S t a t e  B o a r d  f o r  t h e  E x a m ­
in a t io n  o f  P u b l ic  A c c o u n ta n t s :
P r e s i d e n t ,  F r a n k  W i l b u r  M a in , C. P .
A .,*  F a r m e r s  B a n k  B u i ld in g ,  P i t t s -  
b u r g h ,  P a .
V ic e  P r e s i d e n t ,  J o s e p h  M . P u g h ,  C. P .  
A ., M o r r i s  B u i ld in g ,  P h i l a d e l p h i a ,  
P a .
S e c r e t a r y ,  H o r a c e  P . G r if f i th ,  C. P .  A .,* 
F r a n k l i n  T r u s t  B u i ld in g ,  P h i l a d e l ­
p h ia ,  P a .
T r e a s u r e r ,  R o b t .  L . W a l l a c e ,  A t to r n e y ,  
N e w  C a s t le ,  P a .
B o a r d  o f  A c c o u n ta n c y  f o r  t h e  P h i l ip p in e  
I s la n d s :
P r e s i d e n t ,  W . W . L a r k i n ,  C. P .  A .,* 
308 M a s o n ic  T e m p le ,  E s c o l t a ,  M a ­
n i l a ,  P .  I.
S e c r e t a r y - T r e a s u r e r ,  D . T . D ik i t ,  C. P .
A ., B u r e a u  o f  A u d i t s ,  M a n i la ,  P .  I. 
M e m b e r ,  V . C a r m o n a ,  C. P .  A ., B u r e a u  
o f  T r e a s u r y ,  M a n i l a ,  P .  I.
R h o d e  I s la n d  S t a te  B o a r d  o f  A c c o u n ta n c y :  
C h a i r m a n ,  L . G. F i s h e r ,  C. P . A ., P r o v ­
id e n c e  G a s  B u i ld in g ,  P r o v id e n c e ,  
R . I.
S e c r e t a r y ,  G e o r g e  E . C o m e ry ,  C. P .  A ., 
625 I n d .  T r u s t  B u i ld in g ,  P r o v id e n c e ,  
R . I.
T r e a s u r e r ,  E a r l  S. C la r k ,  C. P . A .,*  
H o s p i t a l  T r u s t  B u i ld in g ,  P r o v id e n c e ,  
R . I .
S o u th  C a r o lin a  B o a r d  o f  E x a m in e r s  o f  
P u b lic  A c c o u n ta n t s :
P r e s i d e n t ,  L . A . S e a r s o n ,  C. P .  A .,*  
L i b e r t y  B u i ld i n g , C o lu m b ia ,  S. C. 
V ic e  P r e s i d e n t ,  G eo . E .  O ls o n , C. P . 
A .,*  U n i v e r s i t y  o f  S o u th  C a r o l in a ,  
C o lu m b ia ,  S. C. 
S e c r e t a r y - T r e a s u r e r ,  L . L . W i lk in s o n ,  
J r . ,  C. P . A .,*  1 3 2 9½ M a in  S t r e e t ,  C o ­
lu m b ia ,  S. C.
S o u th  D a k o ta  D ir e c to r  o f  F in a n c e ,  D iv i ­
s io n  o f  A u d i t s  a n d  A c c o u n ts :
J .  E . T r u r a n ,  A s s i s t a n t  D i r e c t o r  o f  
A u d i t s  a n d  A c c o u n ts ,  P i e r r e ,  S. D a k .
T e n n e s s e e  S t a t e  B o a r d  o f  A c c o u n ta n c y :  
P r e s i d e n t ,  J .  C. E d w a r d s ,  A t to r n e y ,  
S t a h l m a n  B u i l d i n g  N a s h v i l l e ,  T e n n .  
S e c r e t a r y ,  J .  A . G r a n n i s ,  C. P .  A .,* 
S t a h l m a n  B u i ld in g ,  N a s h v i l l e ,  T e n n .  
M e m b e r ,  H a y s  F lo w e r s ,  C. P .  A ., S h r in e  
B u i ld in g ,  M e m p h is ,  T e n n .
M e m b e r ,  L e e  H . B a t t l e ,  C. P . A ., B o x  
76, S t a t i o n  A , C h a t t a n o o g a ,  T e n n .  
M e m b e r ,  A . L . Y a n c e y ,  C. P .  A ., C o t to n  
E x c h a n g e  B u i l d i n g ,  M e m p h is ,  T e n n .  
M e m b e r ,  W . L . M c F a r l a n d ,  C. P . A .,* 
709 I n d e p e n d e n t  L i f e  B u i ld in g ,  N a s h -  
v ille , T enn.
M e m b e r ,  W . M . B la c k ,  C. P . A .,*  806 
B u r w e l l  B u i ld in g ,  K n o x v i l l e ,  T e n n .
T e x a s  S t a t e  B o a r d  o f  P u b l ic  A c c o u n ta n c y :
C h a i r m a n ,  L o y d  B . S m i th ,  C. P .  A ., 
S a n t a  F e  B u i ld in g ,  D a l la s ,  T e x .
S e c r e t a r y ,  C. M . G r id e r ,  C. P .  A ., T w o  
R e p u b l i c s  B u i ld in g ,  E l  P a s o ,  T e x .
M e m b e r ,  J .  J .  G a n n o n ,  C. P .  A ., 70 
S o u t h e r n  D r u g  C o., H o u s t o n ,  T e x .
M e m b e r ,  F r a n k  G. R o d g e r s ,  C. P .  A ., 
419 C i ty  N a t i o n a l  B a n k  B u i ld in g ,  
S a n  A n to n io ,  T e x .
M e m b e r ,  V . E . B u r o n ,  C. P . A .,*  T e x ­
a r k a n a  N a t i o n a l  B a n k  B u i ld in g ,  
T e x a r k a n a ,  T e x .
U ta h  S t a te  B o a r d  o f  A c c o u n ta n c y :
J .  T . H a m m o n d ,  D i r e c to r ,  D e p a r t m e n t  
o f  R e g i s t r a t i o n ,  S a l t  L a k e  C ity ,  
U ta h .
M e m b e r ,  J .  P .  G o d d a rd ,  C. P .  A ., M c ­
I n t y r e  B u i ld in g ,  S a l t  L a k e  C ity ,  
U ta h .
M e m b e r ,  F .  S. F o r m a n ,  C. P .  A ., C l i f t  
B u i ld in g ,  S a l t  L a k e  C i ty ,  U ta h .
M e m b e r ,  S e y m o u r  W e l ls ,  C. P . A ., 
K e a r n s  B u i ld in g ,  S a l t  L a k e  C ity ,  
U ta h .
V e r m o n t  S t a te  B o a r d  o f  A c c o u n ta n c y :
S e c r e t a r y ,  B e n j a m in  G a te s ,  M o n tp e l ie r ,
V t.
M e m b e r ,  T h o m a s  H . C a v e , M o n tp e l i e r ,  
V t.
M e m b e r ,  R o b e r t  C. C la r k ,  M o n tp e l ie r ,  
V t.
V ir g in ia  S t a t e  B o a r d  o f  A c c o u n ta n c y :
  C h a i r m a n ,  A . M. P u l l e n ,  C. P .  A .,*  
S t a t e  a n d  C i ty  B a n k  B u i ld in g ,  R i c h ­
m o n d ,  V a .
S e c r e t a r y - T r e a s u r e r ,  F .  B . H i l l ,  C. P . 
A .,*  L a w  B u i ld in g ,  N o r f o lk ,  V a .
M e m b e r ,  B . A . M c K in n e y ,  C. P .  A .,* 
F .  S. R o y s t e r  G u a n o  C o., N o r f o lk ,  
V a .
M e m b e r ,  T h o s .  O. M o ss , A t to r n e y ,  
S t a t e  a n d  C i ty  B a n k  B u i ld in g ,  R i c h ­
m o n d ,  V a .
M e m b e r ,  D r .  W m . L . P r i n c e ,  D e a n ,  
U n i v e r s i t y  o f  R ic h m o n d ,  R ic h m o n d ,  
V a .
W a s h in g t o n  S t a t e  B o a r d  o f  E x a m in e r s :
C h a i r m a n ,  G e o r g e  V . W h i t t l e ,  C. P . A .,* 
1820-24  L . C. S m i th  B u i ld in g ,  S e a t t l e ,  
W a s h .
S e c r e t a r y ,  J a s .  M . M c C o n a h e y ,  C. P . 
A .,*  527 H e n r y  B u i ld in g ,  S e a t t l e ,  
W a s h .
M e m b e r ,  E . C. D a n ie l s ,  C. P .  A .,*  420 
S y m o n s  B u i ld in g ,  S p o k a n e ,  W a s h .
B o a r d  o f  E x a m in e r s  f o r  t h e  E x a m in a t io n  
o f  A c c o u n t a n t s  o f  W e s t  V ir g in ia :
C h a i r m a n ,  D a v id  A . J a y n e ,  C. P .  A .,* 
307 A . B . & C. B a n k  o f  C o m m e rc e  
B u i ld in g ,  C h a r l e s to n ,  W . V a .
S e c r e t a r y - T r e a s u r e r ,  W . O. D ic k e y ,  C. 
P .  A .,*  708 F i r s t  N a t i o n a l  B a n k  
B u i ld in g ,  H u n t i n g t o n ,  W . V a .
M e m b e r ,  W . H . R a r d in ,  A t to r n e y ,  
B e c k le y ,  W . V a .
W is c o n s in  S t a te  B o a r d  o f  A c c o u n ta n c y :
P r e s i d e n t ,  C a r l  P e n n e r ,  C. P . A .,*  
1302 T r u s t  C o. B u i ld in g ,  M ilw a u k e e ,  
W is .
V ic e  P r e s i d e n t ,  J . C u r r i e  G ib s o n , C. 
P .  A .,*  S h e b o y g a n  C l in ic  B u i ld in g ,  
S h e b o y g a n ,  W is .
S e c r e t a r y ,  B e n j .  A . K ie k h o f e r ,  C. P .  
A .,*  1302 T r u s t  C o. B u i ld in g ,  M il­
w a u k e e ,  W is .
S t a te  B o a r d  o f  A c c o u n ta n c y  o f  t h e  S t a te  
o f  W y o m in g :
P r e s i d e n t ,  C. H . R e i m e r t h ,  C. P . A .,* 
401 O. & S. B u i ld in g ,  C a s p e r ,  W y o .
S e c r e t a r y ,  F .  S. B u r r a g e ,  C. P .  A ., 
L a r a m ie ,  W y o .
T r e a s u r e r ,  B y r o n  S. H u ie ,  C. P .  A ., 
F i r s t  S t a t e  B a n k ,  D o u g la s ,  W y o .
LOOKING FORWARD
( C o n t in u e d  f r o m  p a g e  8 )
constitution and the  by-laws, and 
in the  constructive progress of the  
society, I  shall feel th a t  m y labors 
have been well expended.
Yours faithfully ,
HOMER A. DUNN.
P. W. Pinkerton, of Ellis, P ink­
erton & Company, Certified Public 
A ccountants, addressed the  Cham­
ber of Commerce of W innetka, Ill.,
on Monday evening, November 16, 
on the  subject, “Taking the Tacks 
Out of Income Tax.”
VISITORS IN WASHINGTON
(O ctober 29 to  D ecem b er 29, 1925)
A. L ee R a w lin g s , N o rfo lk , Va.
E d w in  L . P r id e , B oston , M ass.
J .  G. F ly n n , K a n sa s  C ity , Mo.
D av id  H im m e lb la u , C hicago, I l l .
S e th  H adfie ld , H a r tfo rd , Conn.
P a r r y  J .  B a rn es , K a n sa s  C ity , Mo. 
C h a r le s  H e ch t, N ew  Y o rk  C ity .
T h o m a s H . E v an s , D e tro it, M ich.
C. C. C roggon , B a ltim o re , Md.
H . B . S co tt, P i t ts b u rg h , P a .
L o u is  F . T a n n e r , M o rg an to w n , W . Va. 
H e n ry  J .  M ille r, N ew  O rlean s, L a. 
R o b e r t W . B lack , B a ltim o re , Md.
S. A. C am eron , M em phis, T en n .
Ja c o b  S. B a ru ch , A k ro n , Ohio.
U. S. G reene , B in g h am to n , N. Y.
A v e ry  B. C h a rp ie , C leveland , Ohio. 
P a u l  J .  R ic h a rd s , H o llis , N . Y.
F . B . P e rr ig o , G ran d  R ap id s , M ich.
R . S. M cG lasson, L o u isv ille , K y.
H o m e r E . L ew is, C in c in n a ti, Ohio.
D. A. T ill, M em phis , T en n .
J o n a th a n  B. C ook, C hicago, I l l .
F r a n k  W ilb u r  M ain , P i t ts b u rg h , Pa. 
E lis h a  F . N u n a n , B o ston , M ass.
C ecil D ashw ood  G iles, N ew  Y o rk  C ity. 
D av id  A. Ja y n e , C h a rle s to n , W . Va.
G. A. W atso n , M em phis , T en n .
J .  B e v e rly  R ed fo rd , N o rfo lk , Va. 
G u s ta v u s  H . S p a rro w , B oston , M ass. 
H a r r y  H a rp e r , M inn eap o lis , M inn.
E dw . S. E ll io tt ,  M em phis, T en n . 
C am pbell C. D en m an , V ick sb u rg , M iss. 
M y rtile  C erf, S a n  F ra n c isco , C alif. 
C h e s te r  M. F o ss, P o r t la n d , Me.
O sca r I. K oke, C leve land , Ohio.
A d o lphe  R a f te r ,  N ew  Y ork  C ity . 
G ordon  S. W ay m an , K a n sa s  C ity , Mo.
D. B. Griffin, M em phis, T en n .
I. D av id  G reen b erg , N ew  Y ork  C ity . 
C lin to n  F . G a rd in e r , C ov ing ton , K y. 
J a m e s  L . R esp ess, A tla n ta , Ga.
G ilb e r t S. G ilb e rtso n , F o r t  S m ith , A rk . 
G eorge P . E llis , C hicago, I l l .
W . A. H ifn e r , J r . ,  L ex in g to n , K y.
W m . A d le y  H e m p h il l ,  P i t t s b u r g h ,  P a .  
L in to n  D. B aggs, A tla n ta , Ga.
J u l iu s  W . P aesk e , L os A ngeles , C alif. 
N a th a n  S. G lassm an , N ew  Y o rk  C ity . 
C has. S . S teele , F a irm o n t, W . Va.
STATE BOARD NEW S
K entucky
On November 23, 1925, the  Gov­
ernor of Kentucky appointed S. W. 
Eskew, C. P. A., of Louisville, as 
a  m em ber of the  S ta te  Board of 
Accountancy to succeed Benhard 
Bernstein, C. P. A., and W. A. 
H ifner, Jr., C. P. A., Lexington, to 
succeed J. H. Youtsey, C. P. A.
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The American Society of Certified Public Accountants welcomes into its membership all C. P. A.’s in 
good standing. (The form of application given below may be detached or a copy may be made from it.)
Detach
THE AMERICAN SOCIETY OF 
C e r t i f i e d  P u b l i c  A c c o u n t a n t s
W o o d w a r d  B u il d in g  
WASHINGTON, D. C .
No..........................................
Recorded ...............................
D ate .................................................................................
I hereby submit my application for enrollment as  a member of The American 
Society of Certified Public Accountants, the organization effected at a meeting held 
at Chicago, December 12th, 1921, which organization is composed only of those 
holding C. P. A. certificates granted by States and whose object is to protect said 
certificates against unfavorable influences of any kind. Ten dollars ($10.00) is 
inclosed, which is for membership fee. Dues for the remainder of the fiscal year 
(ending August 31) at the rate of $15.00 per annum will be remitted upon receipt of 
bill from the Society. It is understood that the dues will cover a subscription to 
“THE CERTIFIED PUBLIC ACCOUNTANT.”
Name...................................................................................................................................  
(Print name as it should appear on Membership Certificate.) 
Street address......................................................................................................................
C ity...............................................................................................State.............................
CERTIFICATE DATA
Date of original certificate.......... .....................N o .................. State.............................  
Subsequent certificates from ................................................................... ...........................
Signature............. .................... ...........................................
CONSTITUTION 
Article II
The object of this society shall be 
to protect the certificates of Certified 
Public Accountants granted by the 
States and other political subdi­
visions of the United States of Amer­
ica, to improve the standards of the 
accountancy profession, and to assist 
governmental authorities in regulat­
ing public accounting practice.
Article III
Membership in the society shall be 
restricted to certified public account­
ants who hold certificates granted by 
the States or other political subdi­
visions of the United States of Amer­
ica. Any such certified public ac­
countant may be admitted to mem­
bership in the society, provided his 
application is supported by evidence 
satisfactory to the Board of Di­
rectors.
BY-LAWS
Article IX  
Fees and Dues
The initiation fee shall be $10.00, 
and it shall be remitted with the ap­
plication for membership. The 
amount of dues to be paid by a mem­
ber for the first fiscal year of his 
membership shall be that part of 
$15.00 which represents the unex­
pired portion of the fiscal year, in­
cluding the month in which the ap­
plicant is admitted to membership.
The dues to be paid by each mem­
ber after the fiscal year in which ad­
mitted shall be $15.00 per year, pay­
able in advance.
The dues paid by each member 
shall include a subscription to the 
official organ of the society, “The 
Certified Public Accountant,” for the 
period covered by the dues paid.
In the discretion of the Board of 
Directors, the annual dues may be 
reduced, but they may not be in­
creased except by amendment of the 
By-Laws.
The secretary shall send a notice 
of annual dues to every member not 
later than October 1st in each year. 
If said dues are not received by the 
secretary on or before the succeeding 
November 1st, he shall send a second 
notice, and if they are not received 
by the secretary on or before the suc­
ceeding December 1st, he shall report 
the delinquents to the Board of Di­
rectors.
here
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( C o n t in u e d  f r o m  p a g e  25)
evening, December 12, 1925, a t the  
Hotel S tatler, Buffalo, N. Y.
Speakers of the  evening were: 
Hon. J. Gilmer Korner, Chairm an 
of the  United S tates Board of Tax 
Appeals; Roy Palm er, head of the  
A udit Division, New York S tate  
Income Tax B u reau ; Hon. Adelbert 
P. Moot, Vice Chancellor of the 
Board of Regents of the  S ta te  of 
New Y ork; and Hom er S. Pace, C. 
P. A., President of th e  New York 
S tate Society of Certified Public 
Accountants.
N orth  Carolina
A t the  annual m eeting of the 
N orth  Carolina Association of Cer­
tified Public Accountants held in 
November, 1925, the  following offi­
cers were e lected : President, F red ­
eric Moore, C. P. A., C harlo tte ; 
Vice President, John E. Wilson, C. 
P. A., Asheville; Secretary-Treas- 
urer, George E. Wood, C. P. A., 
Charlotte.
The above-named officers, to ­
gether w ith  D. H. McCollough, C. 
P. A., and W alter Charnley, C. P. 
A., both of Charlotte, constitute 
the  Board of Directors.
Oregon
On Monday evening, November 
16, the  Secretary of the  American 
Society had the  pleasure of m eet­
ing and talk ing  w ith  the  Portland 
accountants. This very enthusias­
tic m eeting was preceded by a din­
ner, a t  which about 30 were pres­
ent.
U tah
The U tah  Association of Certi­
fied Public A ccountants held its an­
nual m eeting in Salt Lake City on 
F riday  evening, Novem ber 6, 1925, 
a t the  Hotel Newhouse. The m eet- 
was preceded by a banquet a t  6.30 
p. m.
W. L. H arrison, Secretary of The 
Am erican Society of Certified Pub­
lic Accountants, was present and 
addressed the  m eeting, which was 
attended by some 25 accountants.
Officers elected fo r the  ensuing
year w ere : President, Seymour 
Wells, C. P. A .; Vice President, R. 
J. Deighton, C. P. A .; Secretary- 
T reasurer, George T. Patrick , C. 
P. A.
W ashington
The certified public accountants 
of Seattle entertained the  Secre­
ta ry  of The Am erican Society w ith 
a banquet a t  6.00 p. m., a t  the  
Olympic Hotel on November 18, 
1925. Chas. S. Cowan, C. P. A., 
presided over the  m eeting, which 
was attended by about 40 certified 
public accountants.
On Thursday, November 19, 
1925, Secretary  H arrison, together 
w ith  Messrs. Sparling, Shorrock, 
Cowan and Davis, of Seattle, mo­
tored to Tacoma, where they  were 
guests of the  Tacoma m em bers of 
The Am erican Society a t a lunch­
eon in th e  Union Club.
Mr. H arrison had the  pleasure 
of a ttend ing  the  regu lar F riday  
luncheon of the  Spokane C hapter 
of the  W ashington Society of Cer­
tified Public Accountants on F r i­
day, November 20, 1925. This is 
a  very live and enthusiastic  Chap­
te r, and is pervaded by a  splendid 
sp irit of cooperation. In  th e  eve­
ning a dinner m eeting was held a t
6.00 p. m., a t  th e  D avenport Hotel, 
a t  which tim e Mr. H arrison spoke 
to some fifteen or sixteen account­
ants.
W isconsin
M a d iso n
About a dozen certified public ac­
countants attended a luncheon a t 
the  Madison Club a t  12.00 o’clock 
on W ednesday, November 25, 1925, 
fo r the  purpose of m eeting the  Sec­
re ta ry  of The Am erican Society, 
Mr. W. L. H arrison, who outlined 
the  h istory  of The Am erican So­
ciety, th e  work it  is doing, and dis­
cussed m atte rs  of general im port­
ance to the  profession.
M ilw a u k e e  
A m eeting of the  Milwaukee cer­
tified public accountants was held 
on the  evening of November 25,
1925, a t  the  Milwaukee A thletic 
Club a t  6.30 o’clock. There were 
about 25 present. W. L. H arrison, 
Secretary  of The Am erican So­
ciety, spoke on m atte rs  of general 
in te rest to  the  profession, a f te r  
which F red  C. Kellogg, C. P. A., 
read a  paper on “The P resentation  
of No-Par-Value Capital Stock on 
the  Balance Sheet.” Both of these 
talks were followed by lively dis­
cussions.
VISIT TO PACIFIC COAST
( C o n t in u e d  f r o m  p a g e  4)
swinging away from  the  chapter 
and national control idea of a few 
years ago and coming to the  S ta te  
society and S ta te  control basis. 
They are beginning to realize th a t  
the  S ta te  is a  un it and th a t  the  
S ta te  society is, or should be, the  
organization of first in te rest in 
m aintain ing th e  in teg rity  of the  
C. P. A. certificates granted by th a t 
S tate.
I t  is noticeable how viewpoints 
are  sh ifting  in the  last few  years 
under the  pressure fo r legislative 
changes. A few  years ago the  
S ta te  society group deplored the  
lack of in te rest in th e  State-society 
movem ent on the  p a rt of some of 
the  C. P. A’s w ithin the  S ta te  and 
referred  to th e ir  lack of in terest 
as a  loss sustained by the  non­
m ember. This is now disappear­
ing and the  S ta te  society regards 
itse lf as a m issionary of a  cause 
and has set out to convince the  
non-member of th e  local organiza­
tion th a t  the  S ta te  society needs 
his financial and m oral support in 
its  work to  m aintain  the  in teg rity  
of every C. P. A. certificate gran ted  
by the  S tate. The s ta te  societies 
are  ceasing to  regard  them selves 
as social bodies and are tu rn ing  
seriously to th e  functions of a  
tru ly  professional organization in­
terested  in m aintain ing the  h igh­
est standards of professional in­
teg rity  fo r the  protection of th e  
public.
A num ber of the  s ta te  societies 
in th is  w estern group which were 
visited are  now having a  very  re ­
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m arkable grow th in mem bership. 
They are  endeavoring to  bring  ev­
ery  Certified Public A ccountant in 
good standing into the  S ta te  or­
ganization so th a t  he m ay help in 
the  work which they  are doing.
In all these m eetings the  in te r­
est which The Am erican Society 
has in the  S ta te  organizations was 
stressed. From  the very beginning 
the  Society has realized the  im ­
portance of the  S ta te  society in 
the  schem e of th ings and has de­
plored the  efforts of some who 
would divert the  activities of the  
C. P. A’s w ithin the  S ta te  into 
chapter groups in which all of the  
C. P. A’s in the  S ta te  can not par­
ticipate on an equal footing.
The Am erican Society realizes 
th a t  there  are  certain  functions 
which only th e  S ta te  organization 
can perform , and, as to  these func­
tions, i t  desires to see the  S ta te  
society in as strong  a position as 
possible, th a t  i t  m ay perform  these 
functions well. Especially is th is  
tru e  w ith reference to th e  enforce­
m ent of codes of professional 
ethics.
The Am erican Society, basing its  
m em bership upon th e  holding of a 
C. P. A. certificate, is, therefore, 
vitally in terested  in seeing each 
S ta te  society protect th a t  certifi­
cate in its  S tate. As to  those m at­
te rs  which are  purely local, the  
S tate  society should be supreme. 
Experience teaches th a t  a  national 
society’s meddling in purely S tate  
affairs is always resented. As to 
those m atte rs  which are  national, 
th e  national organization should be 
in a  position to  speak the  will of a 
m ajority  of th e  S ta te  organiza­
tions. The Am erican Society is 
now functioning as a  national 
clearing house of ideas so th a t  
un ity  of program  m ay be obtained 
and th a t  the  best though t of the  
best minds m ay be available to  
guide th e  S tate  organizations in 
th e ir  work.
A lready rem arkable improve­
m ent can be noticed in a  g rea te r 
uniform ity of thought on profes­
sional questions among C. P. A’s 
throughout the  United S tates due
to reading “The Certified Public 
A ccountant,” which carries the 
general news of w hat is being done 
in the  various p a rts  of the  coun­
try .
The reports from  m em bers and
H a r r y  L lo y d  A ltm a n , 723 P ly m o u th  
B ld g ., M in n e a p o lis , M in n .
H e n ry  S. D e V a u l t ,  400  W e s t  1 5 2 n d  
S t., N ew  Y o rk  C ity .
J e s s e  L . S w in e h a r t ,  1 1 2 1  S eco n d  N a ­
t io n a l  B ld g ., A k ro n , O h io .
E lm e r  L . C ra w fo rd , 712  P a r k  B ld g ., 
C le v e la n d , O h io .
M o rd e c a i T o n k o n o g y , 513 M u tu a l 
L ife  B ld g ., B u ffa lo , N . Y.
J a m e s  E d w in  A n d e rso n , 150 5  F o u r th  
N a t io n a l  B a n k  B ld g ., A t la n ta ,  Ga.
Geo. B . W ilso n , 401 C o m m e rc ia l N a ­
t io n a l  B a n k  B ld g ., C h a r lo t te ,  N . C.
H e n ry  M. K im p e l, 5 7 0 1  C a rn e g ie  
A ve., C le v e la n d , O hio .
F r a n k  A . M cC oy, 411  N a t io n a l  R e ­
s e rv e  B ld g .,  T o p e k a , K a n s .
M ilto n  M. W e c h t, 277  B ro a d w a y , 
R o o m  8 08 , N ew  Y o rk  C ity .
W ill ia m  I. N ic h o lso n , J r . ,  411  E x ­
c h a n g e  N a t io n a l  B a n k  B ld g ., T u ls a , 
O k la .
A r t h u r  S. S w en so n , 15 P a r k  R ow , 
N ew  Y o rk  C ity .
J o h n  M. M a d e r, P a c k e r s  & S to c k ­
y a rd s  A d m in is tr a t io n ,  U . S. D e p a r tm e n t  
o f A g r ic u ltu re ,  W a s h in g to n ,  D. C.
J a m e s  J o s e p h  A d a m s , 277  B ro a d w a y , 
N ew  Y o rk  C ity .
H . T h o m a s  A m a so n , 4 1 3 -4 1 4  W y n n e  
C la u g h to n  B ld g ., A t la n ta ,  G a.
E m e ry  C la ir  D a n ie ls , 420  S y m o n s 
B lo ck , S p o k a n e , W a s h .
F r a n c is  T . P e n d le to n ,  356  L e x in g to n  
A ve., N ew  Y o rk  C ity .
J a m e s  A . C a s te r ,  708 L in c o ln  B ld g ., 
L o s A n g e le s , C a lif .
C a r l  D a v id  O pp, 742  S o u th  H il l  S t., 
L o s A n g e le s , C a lif .
H a r r y  K . H il l,  826  T it le  In s u r a n c e  
B ld g ., L o s  A n g e le s , C a lif .
R a y m o n d  R . H a ils ,  425  C e n tra l  B ld g ., 
L os A n g e le s , C a lif .
J o s e p h  I . L u b in ,  9 E a s t  3 8 th  S t., 
N ew  Y o rk  C ity .
C a r l I r g a n g ,  164  W . 9 3 rd  S t., N ew  
Y o rk  C ity .
R o b e r t  A . F e ld m a n , 271 5  W eb b  A ve., 
N ew  Y o rk  C ity .
P e t e r  B a r n e t t ,  M ills  B ld g ., S a n  F r a n ­
cisco , C a lif .
D u rw a rd  A . T ill , 616 F a l ls  B ld g ., 
M e m p h is , T e n n .
H a r r y  A lp e rn , 152  W . 4 2 n d  S t., N ew  
Y o rk  C ity .
others following the several m eet­
ings held indicate th a t  each of 
these S ta te  societies visited is be­
coming more enlivened as to the  
responsibility th a t  now rests  upon 
it.
L o u is  E . S m ith , A m e r ic a n  B a n k  
B ld g ., S e a tt le ,  W a sh .
C a r l A rn o ld  W a h lq u is t ,  906 W . 8 7 th  
S t., C h ica g o , I l l .
L e ro y  E . E d w a rd s ,  101 5  C h e s tn u t  S t., 
P h i la d e lp h ia ,  P a .
J a m e s  A . M a tth e w s , 614 R a n d o lp h  
B ld g ., M em p h is , T e n n .  
W il l ia m  E d w a rd  A rn o ld  W olff, 11
E . 1 9 9 9 th  S t., N ew  Y o rk  C ity .
W a l te r  G. R u ss e l l ,  308-309  A m a rillo  
B ld g ., A m a ril lo ,  T ex .
W ill ia m  O rre l  A tw o o d , 5523  W h ite  
B ld g ., S e a tt le ,  W a s h .
H e n ry  L . F e r r y ,  501  N ew  O rle a n s  
B a n k  B ld g ., N ew  O rle a n s , L a.
S a m u e l J o h n  M cC o n n e ll, 833 S. 
S p r in g  S t., L o s A n g e le s , C a lif .
H u g h  D. G a lu sh a , B ox  623, H e len a , 
M o n t.
A b e  C ro w n , 602 1  I n d ia n a  A ve., C h i­
cag o , I l l .
W ill ia m  J .  V e r i to ,  461 W . 1 2 5 th  S t., 
N ew  Y o rk  C ity .
E m a n u e l  G o ld s te in , 565 F i f th  A ve., 
N ew  Y o rk  C ity .
J o s e p h  J .  G o ld m an , 11 S. L a S a lle  
S t., C h ica g o , I l l .
H a ro ld  T a y lo r  G a te s , 509 W . 2 1 2 th  
S t., N ew  Y o rk  C ity .
(T o  be  c o n tin u e d .)
W ANT ADS
C E R T IF IE D  P U B L IC  A C C O U N T A N T  
(N . J . )  w i th  sp le n d id  c o n n e c tio n s , 
d e s i re s  to  p u rc h a s e  a n  i n te r e s t  in  
a  p u b lic  a c c o u n tin g  firm  p r a c t ic in g  
in  N ew  J e r s e y  o r  N ew  Y o rk .— B ox 
1 26 , T h e  C e rtif ie d  P u b lic  A c c o u n t­
a n t .
C. P .  A . (M IC H IG A N ), w i th  offices in  
D e tro it ,  w ill  p u rc h a s e  a c c o u n tin g  
p ra c t ic e  o r  c lie n te le  in  o r  n e a r  
D e t r o i t  a n d  w o u ld  l ik e  to  h e a r  
f ro m  p r a c t ic in g  a c c o u n ta n ts  w ho  
w o u ld  c o n s id e r  m e rg e r  p ro p o s i­
t io n .— B o x  1 2 7 , T h e  C e rtif ie d  P u b ­
lic  A c c o u n ta n t.
C. P .  A . (N . Y .)  in  p ra c t ic e  f o r  h im ­
se lf , w i th  f a i r  c lie n te le ,  w o u ld  l ik e  
to  p u rc h a s e  a c c o u n tin g  c lie n te le ;  
w o u ld  c o n s id e r  a  p a r tn e r s h ip  a r ­
r a n g e m e n t .— B ox  1 2 8 , T h e  C e r t i - 
fied  P u b l ic  A c c o u n ta n t.
MEMBERSHIP OF THE AMERICAN SOCIETY
(M e m b e r s  r e c o r d e d  O c to b e r  3 0  t o  D e c e m b e r  2 9 )
( C o n t in u e d  f r o m  o u r  N o v e m b e r  i s s u e )
1926
T h e  A m e s  M a n u f a c t u r in g  C o m p a n y
C o m p a r a t iv e  B a l a n c e  S h e e t
As of December 31
Assets
C a s h ..............................................................
Accounts Receivable (N et) ......................
1921 
$ 4,652 
14,468
1922
$13,371
8,217
1923 
$ 7,190 
5,629
1924
$10,512
5,857
Net Quick A ssets.....................................
Inventories.....................................................
$19,120 
. 17,556
$21,588
20,607
$12,819
28,077
$16,369
22,210
Total Current A ssets..............................
Fixed Assets (less Depreciation).............
Prepaid Expense...........................................
$36,676
17,922
76
$42,195
25,707
213
$40,896
36,163
2,545
$38,579
37,290
2,459
Total Assets............................................... . $54,674 $68,115 $79,604 $78,328
Liabilities and Capital
Notes Payable—T ra d e ..............................
Notes Payable—B a n k ................................
Accounts P ayable........................................
Dividends Payable....................................
Accrued Liabilities.......................................
$ 1,000
4,000
7,000
2,000 
128
$ 4,000 
4,000
690
$ 3,000
3,000
8,000 
2,000
337
$ 1,000 
2,000
5,000
2,000 
248
Current (and Total) Liabilities............. . $14,128 $ 8,690 $16,337 $10,248
Capital Stock Outstanding.....................
Surplus (Deficit).........................................
$50,000
9,454
$50,000
9,425
$50,000
13,267
$50,000
18,080
Total Net W orth................................. . $40,546 $59,425 $63,267 $68,080
Total Liabilities and Net Worth........... . $54,674 $68,115 $79,604 $78,328
Sales.............................................................  $52,088 $66,383 $90,652 $96,691
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What Would You Read 
From These Figures?
From the data given at the left, would you say 
that the Ames Manufacturing Company is 
carrying too large an inventory?
Is it tying up too much money in receivables?
Is there any tendency to over-investment in fixed 
assets?
Do you see any serious evidence of insufficient 
capitalization?
Would you suggest any immediate remedial 
measures?
Everything considered, is the company in good 
position?
Here is a  new volume which gives you a definite 
basis fo r  positive answers to questions like these—
Analyzing Financial Statements
By S t e p h e n  G i l m a n
Certified Public Accountant; First Vice President, International Accountants’ Society, Inc.; formerly member of the firm, Tanner, Gilman & Ellis; 
formerly Manager of Credit Department, Tennessee Coal, Iron and Railroad Company; Author of “Principles of Accounting”
A r e m a r k a b l e  manual of organized method, 
procedure, and technique for accountants, 
credit men, corporation officials, and in­
vestors. Its  viewpoint is that of the man, outside 
or inside of the organization, who must form his 
judgments without access to information other 
than that contained in properly constructed 
accounting statements.
Give Definite, Flexible Procedure
This volume gives you definite and unusually effective pro­
cedure for determining from both balance sheets and profit and 
loss statements the real trends and conditions in the com­
panies preparing them. It suggests programs for analyzing 
both single and comparative statements. I t shows how to use 
such common measures as the current and “acid test” ratios; 
what danger signals to watch out for; and how to determine 
the causes for changes favorable and unfavorable.
Shows How to Recognize Business 
Weaknesses
It points out positively what conclusions should be drawn 
from the presence of any particular indication. It is the first 
book in which the methods of analysis are interlocked 
with the detection of specific business ailments. As   
gauges for these ailments, the author suggests eight  
ratios among such items as sales, net worth, current 
assets, and current liabilities. These he shows how 
to compare for successive statements, using for illus­
tration a number of actual comparative balance sheets
and profit and loss statements covering several years’ op­
erations. He includes also a valuable chapter on the use of 
“standard ratios” .
Explains a New and Effective Way of 
Studying Trends
An important contribution of this volume is Mr. Gilman’s 
method of analysis by “trend percentages”—a development of 
the ratio idea which is particularly helpful in getting a bird’s- 
eye view of the whole situation. The simplicity, quickness, 
and interpretative value of the method have been proved by 
successful application to a wide variety of statements over a 
period of many months. Hundreds of Certified Public 
Accountants have already signified their intention of adopting 
it for their reports.
Send for This Volume
No matter what other books on statement analysis you may have, you need this manual of Mr. Gilman’s. It is 
short and to the point—less than 250 pages. Its price of $3.50 
will be repaid you many times over in the time and un­
certainty alone which the book will save you. Send for a copy 
—the order form below will bring it to you postpaid.
USE TH IS ORDER F O R M
The Ronald Press Company,
15 East 26th Steet, New York, N. Y.
I ’m interested in Stephen Gilman’s new book, A n a l y z in g  F in a n c ia l  S t a t e m e n t s .  
Send me a copy postpaid. Within five days after receiving it, I  will send you $3.50 
in full payment or, if the book is not satisfactory, return it to you.
Name.
Business Address.
(M45)
City.
The Ronald Press Company, Publishers
15 E a s t 26th  S tre e t--N e w  Y ork , N. Y .
F irm.................................................................................... Position.
. S ta te .
Signature.
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T H E  IN C O M E  T A X  R E V IE W
Edited  by  JO SEPH  J. M IT C H E LL , C. P. A .
A nn ou n ces th e  m ost im p o r ta n t series o f a r tic le s  o f  th e  y e a r  o n :
T R IA L  PR A C T IC E  A N D  E V ID E N C E
B e fo re  th e
U . S . B O A R D  O F T A X  A P P E A L S
B y  M A R K  E IS N E R , M e m b e r  N . Y . B a r  
a n d  o f  O L V A N Y , E IS N E R  &  D O N N E L L Y , A tty s .
R egular F eatures o f th e Incom e T ax R eview
A r t i c le s  o n  T a x a t i o n  b y  le a d in g  A c c o u n ta n t s ,  L a w y e r s  a n d  
E c o n o m is t s .
D i g e s t  o f  B u l l e t i n  R u l in g s .
D i g e s t  o f  C o u r t  D e c is io n s .
D i g e s t  o f  B o a r d  o f  T a x  A p p e a l s  D e c is io n s .
W a s h i n g t o n  N e w s  I t e m s .
Q u e s t io n s  a n d  A n s w e r s  C o lu m n .
D i g e s t  o f  T a x  L a w s  o f  F o r e i g n  C o u n tri e s.
A n a l y t i c a l  F e d e r a l  In c o m e  T a x  G u id e s —  
F o r  I n d i v i d u a l s  
F o r  C o r p o r a t i o n s  
F o r  P a r t n e r s h i p s  
F o r  F i d u c i a r i e s  
F o r  B a n k s .
F e d e r a l  C a p i t a l  S to c k  T a x  G u id e .
N e w  Y o r k  P e r s o n a l  In c o m e  T a x  G u id e .  
N e w  Y o r k  C o r p o r a t io n  In c o m e  T a x  G u id e .
The circulation o f the A na ly tica l Federal Incom e Tax Guides exceeded 1,300,000 in  1925
D u rin g  1925  th e  In com e T a x  R ev ie w  C on ta in ed  a r tic le s  w r itte n  b y  th e  fo llo w in g  w e ll  k n ow n  L a w yers ,
A cco u n ta n ts  a n d  E ngineers.
M A R K  E I S N E R ,
M e m b e r  N e w  Y o r k  B a r  a n d  o f  O lv a n y ,  
E i s n e r  & D o n n e l ly ,  A t t o r n e y s ,  N e w  
Y o rk .
N O R M A N  G. C H A M B E R S , C. P . A .,
O f  P e a t ,  M a r w ic k ,  M i tc h e l l  & Co.
C H A S . D . H A M E L ,
M e m b e r  D i s t r i c t  o f  C o lu m b ia  B a r  a n d  
o f  H o p k in s ,  S t a r r ,  H o p k i n s  a n d  
H a m e l ,  A t t o r n e y s ,  W a s h i n g t o n ,  D . C. 
F o r m e r  C h a i r m a n  U . S. B o a r d  o f  T a x  
A p p e a ls .
M A X  R O L N IK , C. P . A.
O f L e s l ie ,  B a n k s  & Co., C h a r t e r e d  
A c c o u n ta n t s .
J O H N  G U L E S IA N , J r . ,  C. P . A .
O f N e w  Y o rk .
A L B E R T  H A N D Y
O f t h e  N e w  Y o r k  B a r ,  S p e c i a l i s t  in  
I n h e r i t a n c e  T a x  P r o c e d u r e .
G E O R G E  O. M A Y
M e m b e r  A m e r i c a n  I n s t i t u t e  o f  A c ­
c o u n t a n t s .
D R . J O S E P H  J .  K L E I N ,  C. P .  A .
O f K le in ,  H i n d s  a n d  F i n k ,  N e w  Y o rk .  
B L E E C K E R  L . W H E E L E R ,  E . M. 
F o r m e r  C h ie f  E n g i n e e r  A m o r t i z a t i o n  
S e c t io n  I n c o m e  T a x  U n i t ,  I n t e r n a l  
R e v e n u e  D e p a r t m e n t .  T a x  E n g i n e e r  
w i t h  F o r d ,  B a c o n  & D a v is ,  In c .,  E n ­
g in e e r s ,  N e w  Y o rk .
C. R . W H I T W O R T H , C. P .  A .
O f  T o u c h e ,  N iv e n  & C o., N e w  Y o rk .  
A L B E R T  T . B A C O N , C. P .  A .
F o r m e r  P r e s i d e n t  I l l i n o i s  S o c ie ty  o f  
C. P .  A .'s ,  C h ic a g o .
J O H N  W . R O B E R T S , C. P . A.
O f L a w r e n c e  S c u d d e r  & C o., N e w  
Y o rk .
S T A N L E Y  G. H . F I T C H , C. P .  A .
O f P a t t e r s o n ,  T e e le  & D e n n is ,  N e w  
Y o rk .
M A R T IN  S A X E
O f  t h e  N e w  Y o r k  B a r ,  a n d  o f  M o r r is ,  
P l a n t  & S a x e ,  A t t o r n e y s ,  N e w  Y o rk .
J .  G . K O R N E R , J r .
C h a i r m a n  U . S. B o a r d  o f  T a x  A p p e a l s .  
The Incom e T ax R eview  for 1926 w ill cover every  class o f Taxation —  
D om estic an d F oreign
L eg is la tiv e  S erv ice  co ver in g  R even u e a n d  T axa tion , C orpora tion  a n d  B lue S k y  L a w s
REVENUE B IL L  1926
T h e  D e c . 7 i s s u e  o f  t h e  “ R e v i e w ” c o n t a i n e d  a  f u l l  e x p l a n a t i o n  
o f  t h e  c h a n g e s  p r o p o s e d  b y  t h e  n e w  R e v e n u e  B il l .
S u c c e e d in g  n u m b e r s  o f  t h e  " R e v i e w ” w i l l  r e p o r t  in  d e t a i l  
a c t i o n  b y  t h e  H o u s e ,  S e n a t e  a n d  C o n f e r e n c e  C o m m it te e  o n  t h e  
R e v e n u e  A c t  o f  1926.
STATES and FOREIGN COUNTRIES
T h e  “R e v i e w ” w i l l  k e e p  y o u  in f o r m e d  d u r i n g  1926 o f  p e n d in g  
l e g i s l a t i o n  c o v e r i n g  T a x a t io n ,  R e v e n u e ,  C o r p o r a t i o n  a n d  B lu e  
S k y  L a w s  in  C o n g r e s s ,  a l l  S t a t e  L e g i s l a t u r e s  a n d  F o r e i g n  
P a r l i a m e n t s ,  a s  w e l l  a s  t h e  e n a c t m e n t  o f  B i l l s  c o v e r in g  th e  
f o r e g o i n g  s u b je c t s .
A  su bscrip tion  now  w ill  b rin g  yo u  th e  en tire  series  o f  a r tic le s  b y  M a rk  E isner an d  fu ll L eg is la tiv e  
S erv ice  on th e  n ew  R even u e B ill in a d d itio n  to  th e  reg u la r  fe a tu re s  o f  th e  “ T a x  R e v ie w .”
INCOME TAX REVIEW  
165 Broadway D a te    
New York, N. Y.
We attach our check fo r  F IV E  D O L L A R S  in fu l l  paym en t fo r  ONE Y E A R ’S  SU B SC R IP T IO N  to the 
INCO M E T A X  R E V IE W  fo r  1926, or one year fro m  the term ination o f our present subscription.
N am e  .............................................................................................................................................. ..................................................................................................................................................................................................................................................... ...............................- ...........................
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A  Spare-Time Law Course  
fo r  Accountants
M ODERN accounting practice, ow­
ing to the ever increasing de­
mands of clients, has developed to the 
point where a knowledge of law and 
equity has become of paramount im­
portance.
In addition, the  rules of the  U. S. Board 
of Tax Appeals have m ade it  incum bent upon 
practitioners before the  Board to  present 
th e ir  cases as they  would have to be pre­
sented before an ordinary court of law.
H e n c e  i t  a p p e a r s  t h a t  th e  a c c o u n ta n t ,  u n le s s  h e  
w a n ts  to  e m p lo y  q u a lif ie d  le g a l  a s s is ta n c e ,  m u s t  
e q u ip  h im s e lf  w i th  a  k n o w le d g e  o f le g a l  p ra c t ic e  
a n d  p ro c e d u re  a n d  th e  la w  o f e v id e n c e  i f  h e  is  to  
h a n d le  p ro p e r ly  th e  w o rk  h e  is  g iv e n  to  do.
A  R eco g n ized  L a w  C ourse
B u t  w h e r e  is  t h e  a c t i v e  a n d  e s t a b l i s h e d  p r a c t i t i o n e r  
to  g e t  t h e  a d d i t i o n a l  k n o w le d g e  o f  la w  t h a t  h a s  s u d ­
d e n l y  b e c o m e  s o  n e c e s s a r y ?  T h e  a n s w e r  is  f o u n d  in  
t h e  B l a c k s t o n e  L e g a l  T r a i n i n g  C o u r s e  a n d  S e r v ic e  
w h ic h  c a n  b e  f o l l o w e d  in  s p a r e  h o u r s  a t  t h e  h o m e  
o r  o ff ice .
H e a d i n g  t h e  l i s t  o f  c o n t r i b u t o r s  to  t h e  c o u r s e  a r e  
C h ie f  J u s t i c e  W i l l i a m  H o w a r d  T a f t  a n d  A s s o c i a t e  
J u s t i c e  G e o r g e  S u t h e r l a n d  o f  t h e  U n i t e d  S t a t e s  S u ­
p r e m e  C o u r t ,  a b l y  s e c o n d e d  b y  a  g r o u p  o f  60 r e s i d e n t  
l a w  d e a n s ,  p r o f e s s o r s ,  l a w y e r s  a n d  s t a t e  s u p r e m e  
c o u r t  j u d g e s  o f  a l m o s t  e q u a l  p r o m in e n c e .
M o re  t h a n  50,000 p r o g r e s s i v e  m e n  a n d  w o m e n  h a v e  
e n r o l l e d  f o r  t h i s  t r a i n i n g ,  m a n y  o f  w h o m  h a v e  r i s e n  
h ig h  in  t h e  b u s in e s s  w o r l d  a n d  in  p o l i t i c a l ,  l e g a l  a n d  
j u d i c i a l  l i f e .  G r a d u a t e s  a r e  p r a c t i c i n g  l a w  in  e v e r y  
s t a t e .
A u th o r ita tiv e  T rain ing
T h e  I n s t i t u t e  o f f e r s  tw o  s p le n d i d  la w  c o u r s e s .  O n e  
d e a l s  w i t h  c o m m e r c ia l  l a w  e x c l u s iv e ly  w h i l e  t h e  o t h e r  
( t h e  G r a d u a t e  C o u r s e )  in  a d d i t i o n  to  th e  u s u a l  b u s i ­
n e s s  l a w  s u b j e c t s ,  a l s o  c o v e r s  t h e  f ie ld  o f  A d je c t iv e  
L a w .  T h i s  c o u r s e  h a s  h e lp e d  t h o u s a n d s  to  p r e p a r e  
f o r  t h e  b a r  e x a m in a t i o n s .  G r a d u a t e s  a r e  a w a r d e d  
th e  L L . B . D e g r e e .
A m o n g  t h e  s u b j e c t s  c o v e r e d  in  t h e  G r a d u a t e  C o u r s e  
a r e  E v i d e n c e ,  P l e a d i n g  in  C iv i l  A c t io n s ,  P r a c t i c e  in  
C iv i l  A c t io n s ,  E q u i t y  P l e a d i n g  a n d  P r a c t i c e ,  I n t e r p r e ­
t a t i o n  o f  S t a t u t e s ,  C o u r t s — O r g a n iz a t io n ,  k i n d s  a n d  
c la s s i f i c a t i o n ,  B a n k r u p t c y ,  S t a t e  a n d  M u n ic i p a l  T a x a ­
t io n ,  W i l l s ,  E s t a t e s ,  R e a l  P r o p e r t y ,  T r u s t s ,  L a n d l o r d  
a n d  T e n a n t ,  C o r p o r a t io n s ,  P a r t n e r s h i p s  a n d  45 o t h e r  
s u b je c t s .
C o m p le te  L a w  L ib ra ry  F urn ished
D e l iv e r e d  c o m p le te  a t  t h e  t im e  o f  e n r o l l m e n t  i s  a  
b ig ,  h a n d s o m e ,  2 5 -v o lu m e  l i b r a r y ,  M o d e r n  A m e r ic a n  
L a w ,  c i t e d  a s  “ M. A . L .” b y  s t a t e  s u p r e m e  c o u r t s  a n d  
b y  t h e  U n i t e d  S t a t e s  D i s t r i c t  C o u r t .  “M . A . L .”  is  t h e  
o n ly  n o n - r e s i d e n t  t e x t  e v e r  g iv e n  t h i s  h o n o r  o r  r e c o g ­
n i t i o n .
A p p r o v e d  B y  A cco u n ta n ts
T h e  B l a c k s t o n e  L e g a l  T r a i n i n g  C o u r s e  a n d  S e r v ic e  
h a s  a l w a y s  a p p e a l e d  to  a c c o u n t a n t s .  S in c e  t h e  c r e a ­
t io n  o f  t h e  B o a r d  o f  T a x  A p p e a l s ,  h o w e v e r ,  t h e y  h a v e  
b e e n  t u r n i n g  to  t h e  I n s t i t u t e  in  c o n s t a n t l y  i n c r e a s i n g  
n u m b e r s ,  a n d  i t  is  t o  b e  n o t e d  t h a t  t h e  m a j o r i t y  o f  
th e m  a r e  e s t a b l i s h e d  p r a c t i t i o n e r s  w h o  a l r e a d y  p o s ­
s e s s  t h e  C. P .  A . c e r t i f i c a t e .
T y p i c a l  o f  t h e  c o m m e n ts  o f  a c c o u n t a n t s  w h o  h a v e  
a v a i l e d  t h e m s e l v e s  o f  B l a c k s t o n e  m a t e r i a l  a n d  s e r v i c e  
i s  t h e  f o l l o w i n g  f r o m  M r. R o b e r t  B . V o llu m , C. P .  A ., 
o f  P h i l a d e l p h i a ,  w h o  s a y s :
“A f t e r  t h i r t y  y e a r s  p r a c t i c i n g  t h e  p r o f e s s i o n  in  
in  t h i s  c i t y ,  I  f e e l  t h a t  e a c h  d a y  i t  b e c o m e s  m o r e  
v i t a l  t h a t  t h e  p u b l i c  a c c o u n t a n t  sh o u ld  g r o u n d  
h i m s e l f  in  t h e  b a s i c  p r i n c i p l e s  o f  l a w  i f  h e  h o p e s  
to  s u c c e s s f u l l y  m e e t  t h e  d e m a n d s  o f  t h e  p r o f e s ­
s io n  a n d  p r o p e r l y  s e r v e  h i s  c l i e n t s .  I t  is  f o r  t h a t  
r e a s o n  t h a t  I  h a v e  a d d e d  y o u r  s e t  o f  M o d ern  
A m e r ic a n  L a w  ( C i te d  M . A . L .)  to  m y  l i b r a r y . ”
W rite  F or D e ta ils
T h e  c o m p le te  s t o r y  o f  B l a c k s t o n e  t r a i n i n g  i s  g iv e n  
in  a n  a t t r a c t i v e  1 28 - p a g e  b o o k ,  T h e  L a w -T r a in e d  
M an. A  c o p y  w i l l  b e  s e n t  f r e e  u p o n  r e q u e s t .  U s e  t h e  
c o u p o n  b e lo w  o r  a d d r e s s  a  p o s t  c a r d  r e q u e s t  to  D e p t .
361, B la c k s to n e  I n s t i t u t e ,  In c .,  4753 G r a n d  B o u le v a r d ,  
C h ic a g o ,  I l l .
 Blackstone Ins titu te , Inc.
 D e p t. 3 6 1 , 4 7 5 3  G r a n d  B lv d ., C h ica g o , I l l .
 P le a s e  se n d  m e  b y  m a il  a n d  w i th o u t  o b l ig a t io n  
a  co p y  o f y o u r  1 2 8 -p a g e  b o o k , T h e  L a w  T ra in e d -  
M an . a n d  d e ta i ls  o f  y o u r  la w  c o u rse .
 N a m e  ...................................................................................................
 P o s i t io n  ............................................... ............. ................................
 B u s in e ss
A d d r e s s ..............................................................................................
 C i ty ..................................................  S t a t e ....................................
W H E N  A N S W E R I N G  A D V E R T I S E M E N T S  M E N T I O N  T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
THE CERTIFIED PUBLIC ACCOUNTANT
OFFICIAL ORGAN OF THE AMERICAN SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
V O L U M E  V I  
N U M B E R  2 FEBRUARY, 1926 20 C E N T S  T H E  COPY  $2.00 P E R  Y E A R
“ The diligent 
farmer plants trees 
of which he him­
self will never see 
the fruit.”
C ICERO
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The Accountants’ Directory and Who’s Who
IT IS AN invaluable source of reference. It shows 
who is practicing, who is certified, who is a member
of the American Society of Certified Public Account­
ants and of the American Institute of Accountants.
The entire list of 8,690 accountants was checked with 
the aid of State Boards, State Societies and the Ameri­
can Society of Certified Public Accountants.
It is divided into the following complete sections:
1. Geographical (by state and tow n).
2. Who’s Who Section with biographies of 3,428 Cer­
tified Public Accountants.
3. State Board lists of Certified Public Accountants 
by numbers.
4. State Board Members.
5. Officers of American Institute of Accountants.
6. Officers of American Society of Certified Public 
Accountants.
7. Alphabetical List of 8,690 names appearing in the 
volume.
“ It is,” says Alexander J. Shields, New York, “a won­
derful aid to the accountant.” A rthur Wright, LL.  M.,
C. P. A., of Utica, wrote, “A very fine book, well com­
piled and brought together as a reference book” ; and 
A. C. Upleger, C. P. A., of Waco, Tex., said, “This book 
is covering a long felt want and I would not be with­
out it.”
The Who’s Who section gives a biography of the men 
listed. Over two years were spent in compiling and 
checking this information. The Directory is hand­
somely and strongly bound.
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CICERO SAYS:
“The diligent farm er 
p lan ts trees of which 
he him self will never see the  
fru it.”
One of th e  first observations 
which prim itive m an m ade was 
th a t  the  conditions necessary to  his 
fullest com fort and happiness did 
not exist b u t depended upon his 
working in harm ony w ith  the  laws 
of grow th and development.
In obedience to  th is  law he set 
about to  cultivate th e  ground, to 
build a  home and to  establish a 
social system  which would be sa t­
isfactory to  him  tomorrow, if  he 
lived until th a t  day. Thus life be­
came one continual round of prep­
aration fo r th e  fu tu re . M an has 
never been able to  grasp  a t  once 
the  full m easure of re tu rn  from  his 
labor.
Tomorrow is the  benefactor of 
today’s effort. W hether m an lives 
to enjoy the  f ru it  or not, “hope 
springs eternal in th e  hum an 
b reast.”
The men who founded and sup­
ported The Am erican Society 
movement could not hope to  reap
the  full benefit of th e ir  labors be­
cause i t  was th e  preparation  of the  
soil—the  p lanting of a  tree, and 
only those who come a fte r  m ay see 
i t  develop in to  its  fu llest form . 
They will see and enjoy the  fru it.
The A m erican Society is not a  
selfish organization. I ts  m em bers
seek no t to  exact th e  legal ra te  of 
in te rest on money invested in  th is  
work. They desire to  see th e ir  pro­
fession become established and 
honored among m en and in th e  
business world. They p lan t not 
only fo r them selves b u t fo r  those 
who come a fte r.
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EXPERT ACCOUNTANTS NEEDED
T H E m em bers of our profession have long believed, 
and in  publications such as The Certified Public 
A ccountant ventured th e  prophecy, th a t  in years 
to  come the  general public would awaken to  the  
advantages of th e  m ore general use of these serv­
ices. F o r fea r of being accused of blowing our own 
trum pets, and as to  some individuals from  fea r  th a t  
the  blowing of th is  trum pet would, in the  hurly-burly 
of present-day buiness life, sound to  unaccustomed 
ears like a tin  whistle, we have along lines of general 
publicity, been reasonably modest. Signs of a  public 
aw akening are  now appearing.
In  connection w ith  th e  new tax  bill now being con­
sidered by Congress, Congressm an Hull of Tennessee, 
a m inority  m em ber of th e  W ays and Means Committee 
and a  m an thoroughly fam iliar w ith  th e  subject m at­
te r, in a  proposal offered by him, urged the  necessity 
of coordination of U nited S tates, S ta te  and local taxes. 
He fu rth e r  urged the  creation of boards and agencies 
to cooperate to  b ring  about such coordination, and, 
to quote from  his proposal as i t  appeared in the  news­
papers, emphasized the  need fo r the  expert account­
an t as follows:
“ T h e  F e d e r a l  a g e n c y  w o u ld  c o o p e ra te  w i th  s im ila r  s t a te  
a g e n c ie s  a n d  w o u ld  b e  c o m p ris e d  o f  e x p e r ts ,  su c h  a s  a n  o u t ­
s ta n d in g  a c c o u n ta n t ,  w h o  w o u ld  e s ta b l is h  a c c u r a te  a n d  u n i ­
fo rm  a c c o u n tin g  s y s te m s  a n d  b u d g e t  s y s te m s  in  e v e ry  la rg e  
a n d  sm a ll  m u n ic ip a l i ty  a n d  c o u n ty  in  A m e r ic a ;  a n  o u t s t a n d ­
in g  t a x  e x p e r t  w h o  w o u ld  go  in to  th e  s t a te s  a n d , i n  c o n ­
ju n c t io n  w ith  a  s t a te  a s s o c ia te ,  p r e s e n t  u n ifo rm  in h e r i ta n c e  
a n d  o th e r  t a x  m e th o d s  s u c h  a s  w o u ld  be  m o s t  s u i ta b le  fo r  
th e  s ta te s ,  c o u n tie s  a n d  m u n ic ip a l i t ie s ,  re sp e c tiv e ly ,  a n d  
s u c h  a s  w o u ld  d o v e ta i l  in to  th e  F e d e r a l  ta x  s i tu a t io n .  * * * ”
We believe th a t  the  tim e is now a t hand when ac­
countants, w ithout fea r of being accused of advertis­
ing or indulging in self-praise, should, along such lines 
as indicated by Congressman Hull, place before the 
communities in  which they  are  in terested  and taxed 
the  advantages to  all form s of governm ent which 
would follow a more general use of our services.
FRANK WILBUR MAIN.
A TAX LAW  IN TH E MAKING
W hile th is  editorial is w ritten  a t  a  tim e when the 
act passed by the  House is still being considered by 
the  Finance Committee of th e  Senate, i t  is  certain  
th a t  in w hatever form  i t  finally passes i t  will be un­
satisfacto ry  to  large groups of citizens. This follows 
because our tax  laws are  influenced in th e  m aking by 
th ree  different schools of thought. The first and 
largest in  num bers is th a t  which believes our Fed­
eral Tax laws should be fram ed simply and solely w ith 
the  one purpose of raising  necessary revenue. A t the  
o ther extrem e are  those who believe th a t  raising  
revenue is secondary in im portance and th a t  taxes 
should be the  m eans of bringing accum ulations of 
w ealth down to a  m ore common level. People who 
belong to th is  school would not lower taxes when 
less revenue is needed bu t would find new ways of 
spending public money fo r the  common good of Mr. 
Average Citizen.
Between these two extrem es are  those, whose 
voices are a t p resent th e  w eakest, who believe th a t  
the  tax  paid by a taxpayer should be in proportion 
to  the  benefits th a t  he derives from  th e  tax ing  power. 
There are, of course, selfish group in terests  th a t  
would tax  one line of business in which th ey  are  not 
in terested  to exem pt them selves and while they  have 
a decided influence on ta x  legislation they  are  out­
side of any particu lar school of though t and will fol­
low any leader of any school who promises w hat they  
want. B ut w hat of the  unselfish adherents of these 
th ree  schools of thought ? Who shall say any one of 
the  th ree  is 100 per cent r ig h t or 100 per cent w rong?
Therefore while the  citizens as a whole are  divided 
in belief as to w hat should be the  real m otive back 
of a  revenue law, our representatives will never pass 
one th a t  will su it all concerned. To expect otherwise 
is to court disappointm ent.
FRANK W ILBUR MAIN.
AN A PPARENT CONVERSION
Governor Al Sm ith, of New York, has been investi­
ga ting  the  illegal practice of law which is alleged to 
be carried on by certain  notaries public in th a t  State.
The New York World of December 1 0 , 1925, carries 
a  sta tem ent from  Governor Sm ith which says in p a r t :
“ I  d e s i r e  to  m a k e  i t  c le a r ,  t h a t  i t  h a s  b e e n  a m p ly  e s ta b ­
l is h e d  b y  d e c is io n s  o f o u r  A p p e lla te  C o u r ts  t h a t  th e  p ra c t ic e  
o f  la w  is  n o t  c o n fin e d  to  a p p e a ra n c e  in  c o u r t  b u t  e x te n d s  to  
th e  p r e p a r a t io n  o f  le g a l  d o c u m e n ts  a n d  th e  g iv in g  o f  le g a l  
a d v ic e  in  c o n n e c tio n  th e r e w i th .  
“ I t  is  in  th e  p u b lic  i n te r e s t  t h a t  th o s e  u n d e r ta k in g  to  
p e r fo rm  th e s e  s e rv ic e s  s h o u ld  b e  t r a in e d  th e r e f o r  a n d  th e  
s t a tu t o r y  e n a c tm e n ts  a n d  c o u r t  r u le s  r e la t i n g  to  t h is  s u b je c t  
sh o u ld  be  c o m p lied  w ith  b e fo re  o n e  u n d e r ta k e s  to  e n g a g e  
in  th is  w o r k .”  * * *
“ I n  d isp o s in g  o f  th e  c a se s  a b o v e  m e n t io n e d  in  t h i s  w a y , I  
d e s i r e  to  h a v e  k e p t  c le a r ly  in  m in d  t h a t  h e r e a f te r  sh o u ld  
t h e r e  be  a n y  c h a rg e s  o f  i l le g a l  p r a c t ic e  s u s ta in e d  ag ain st:
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a n y  n o ta r y  p u b lic , I  w ill  r e v o k e  th e  l ic e n se  o f th e  g u i l ty  o n e  
o r  o n e s .”
This pronouncem ent th a t  those who undertake the  
perform ance of professional service should be prop­
erly qualified by education and tra in ing  will receive 
the  hearty  concurrence of those who are  engaged in 
the affairs of business. A pparently the  Governor is 
now concerned about th e ir  protection against th e  m is­
representation of professional a tta inm ents by persons 
who have not satisfied the  Courts, or th e  S tate, of 
th e ir  possession. We hope the  Governor’s indicated 
present view m ay be taken  as evidence th a t  he has 
seen a  new ligh t since his disapproval of th e  bill 
which provided fo r the  determ ination of the  profes­
sional qualifications and th e  licensing of public ac­
countants in his S ta te—th e  bill th a t  was introduced 
by Assemblyman McGinnies, sponsored by th e  New 
York S ta te  Education D epartm ent, endorsed by hun­
dreds of institu tions and men of affairs, and passed 
by the S ta te  Legislature two years ago.
ADVERTISING AND EDITORIALS
T HE subject of advertising by accountants is so controversial in na tu re  th a t  i t  is not surprising 
th a t  Mr. M ain’s editorial in th e  January  issue of “The 
Certified Public A ccountant” should elicit comment 
from  various m em bers of th e  profession. The fol­
lowing excerpts from  a le tte r  from  A rth u r T aft Chase 
m ay be cited as an example :
“In the  las t issue of ‘The Certified Public Ac­
countant’ ju s t  received I  read your editorial 
about advertising.
“If I in te rp re t it  correctly, i t  supports the  
idea of a  certain  m inority  of Certified Public 
A ccountants who claim th a t  accountancy is a 
business and not a  profession and as such is sub­
jec t to the  ordinary  rules of business.
“ * * * In  common w ith  a very  consider­
able num ber * * * I  have not joined the  So­
ciety and now you have given us an excellent 
reason fo r not doing so.”
We th ink  th a t  Mr. Chase is perhaps hasty  in as­
suming th a t  Mr. M ain’s editorial takes th e  position 
th a t  accounting is a  business and not a  profession. 
In fact, Mr. Main in  th e  final parag raph  of his 
editorial refe rs  to  “th e  accounting profession.”
Editorials are  w ritten  by individuals s ta tin g  the  
thoughts of those individuals and a ttem pting  to  
enunciate principles w ithout regard  to  th e  belief of 
either the  m inority  or the  m ajority  of th e  parties 
affected thereby. E ditorials are  not w ritten  as laws 
b u t are w ritten  prim arily  fo r the  purpose of en­
couraging though t and discussion.
The Am erican Society has alw ays stood fo r inde­
pendence of though t and progressive action among 
its  m em bers and in  the  accounting profession as a
whole, and the  columns of “The Certified Public Ac­
countant” are  open to  dicussion of subjects of in­
te re s t to  the  accounting profession. To any  one 
actively in terested  in  th e  practice of accounting it  
m ust have become painfully obvious on num erous 
occasions th a t  there  exists a  wide-spread ignorance 
among bankers, business m en and th e  investing pub­
lic generally as to  th e  duties and functions of the  
Certified Public A ccountant as well as of his re ­
sponsibilities and obligations. I t  is therefore 
scarcely suprising th a t  m any m em bers of the  pro­
fession feel th e  necessity fo r some m eans of in­
form ing the  public as to  the  possiblities inherent in 
our work. I t  is to  be noted th a t  Mr. Main sta tes  
th a t  the  accountant who advertises should s ta te  only 
th e  t ru th  and preserve th e  d ignity  of his profession. 
If  we are  to  avoid stagnation  and decay, should we 
not endeavor to  re ta in  an open mind tow ard all ques­
tions affecting the  fu tu re  of our profession and not 
adopt as final and conclusive any policy which m ay 
have had i ts  origin in  circum stances which now no 
longer prevail? In  th e  course of his daily work, the  
accountant is continually called upon to examine in 
th e  ligh t of presen t day conditions conclusions 
form ed long since, to  determ ine w hether or not such 
conclusions are  now justifiable. W hy, then, should we 
adopt an  a ttitude  tow ard any problem confronting 
our own profession which contem plates th a t  th is  
problem has been settled  long ago and there  can be 
no room fo r im provem ent o r progress ?
The th ird  parag raph  of Mr. Chase’s  le tte r  is  of 
peculiar in te rest to  m em bers of The Am erican So­
ciety of Certified Public A ccountants, as well as to 
those who are  not, fo r  the  reason th a t  i t  m akes the  
tac it admission th a t  up until th e  publication of th e  
editorial referred  to  these gentlemen have had no 
reason fo r no t joining th e  Am erican Society of Cer­
tified Public A ccountants. Certainly the  editorial 
referred  to furn ishes no such reason.
H. E. LUNSFORD.
W HAT OUR READERS SAY
B o s to n , J a n u a r y  19 , 1 9 2 6 .
M r. F r a n k  W ilb u r  M ain .
D e a r  S ir :
I n  th e  l a s t  is s u e  o f  “ T h e  C e rtif ie d  P u b lic  A c c o u n ta n t ’’ 
j u s t  re c e iv e d  I  r e a d  y o u r  e d i to r ia l  a b o u t  a d v e r t is in g .
I f  I  i n te r p r e t  i t  c o r re c t ly  i t  s u p p o r ts  th e  id e a  o f a  c e r ­
t a in  m in o r i ty  o f  c e r t if ie d  a c c o u n ta n ts  w h o  c la im  t h a t  a c c o u n t­
a n c y  is  a  b u s in e s s  a n d  n o t  a  p ro fe s s io n , a n d  a s  su c h  is  s u b ­
je c t  to  th e  o r d in a r y  r u l e s  o f  b u s in e s s .
T h e  I n s t i tu t e  h o ld s  th e  c o n t r a r y  o p in io n , a s  y o u  a r e  a w a re . 
I n  co m m o n  w ith  a  v e ry  c o n s id e ra b le  n u m b e r  of th e  I n s t i tu t e  
m e m b e rs , I  h a v e  n o t  jo in e d  th e  S o c ie ty , a n d  n o w  y o u  h a v e  
g iv e n  u s  a n  e x c e lle n t  r e a s o n  fo r  n o t  d o in g  so .
I  p r e fe r  th e  a t t i tu d e  o f th e  I n s t i tu t e  to w a rd  th e  C e rtif ie d  
P u b l ic  A c c o u n ta n ts  to  t h a t  o f  th e  S o c ie ty , i f  y o u r  e x p re s ­
s io n  in d ic a te s  t h a t  a t t i tu d e — o f w h ic h  I  a m  n o t  a t  a l l  su re .  
S h o u ld  be  g la d  to  h e a r  f ro m  y o u  f u r t h e r  in  t h e m a t te r ,
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e i th e r  b y  l e t t e r  o r  th r o u g h  th e  c o lu m n s  o f th e  m a g a z in e , o f 
w h ic h  I  a m  a  s u b s c r ib e r .
A R T H U R  T . C H A S E , C. P . A.
E ditor’s Note—We appreciate Mr. Chase’s fran k  
opinion, and would be very  glad to hear from  others, 
w hether they  are  m em bers or non-members of the  
Am erican Society, subscribers or non-subscribers.
Mr. Chase, in  his le tte r, s ta tes  th a t  the  editorial 
in question tre a ts  accountancy as a  business and not 
as a  profession. Such was not the  w rite r’s intention, 
and he does not so believe. We do not consider th a t  
the  sole te s t  of a  profession is  th a t  of advertising. 
We would appreciate i t  very  m uch if  Mr. Chase would 
elucidate, fo r  the  benefit of our readers, th e  evils as 
he sees them , of advertising, business m ethods, and 
business principles, as applied to  accounting prac­
tices and in particu lar to  th e  development thereof. 
No business or profession can develop to  its  h ighest 
s ta te  w ithout free  expression, both in though t and 
in word.
W hen an editorial is signed by th e  w riter, he per­
sonally takes full responsibility fo r it, and does not 
and could not be held to  comm it our Society as a 
whole to  his personal views. We therefore  welcome 
signed articles on any  m a tte r  of in te rest to  our 
readers, if  w ritten  in  a  proper spirit.
L et us hear from  o thers on th is  im portan t ques­
tion. N e x t!
FRANK W ILBUR MAIN.
PROFESSIONAL EDUCATION
I  had th e  pleasure of a ttend ing  a session of the  An­
nual M eeting of th e  Am erican Association of 
U niversity  Instructo rs in Accounting, which m eeting 
was held a t  th e  McAlpin Hotel, New York City, on 
December 29 and 30, 1925. This organization, com­
posed of accounting instructo rs, is doing a  splendid 
service and I  w as privileged to  tell them  how deeply 
in terested  the  Am erican Society is in th e ir  educa­
tional work.
Our Society urges Certified Public A ccountants as 
individuals and as m em bers of the  several s ta te  so­
cieties of certified public accountants, to  cooperate in 
th e  work of th e  A m erican Association of U niversity 
Instructo rs in Accounting, and to  take active in te rest 
in the  educational problems of our profession. N a tu r­
ally, th is  is one of the  chief functions of the  Commit­
tee on Education of th e  A m erican Society, and th a t  
comm ittee has done excellent work in bringing th is 
m a tte r  to  the  a tten tion  of our s ta te  societies. The 
accounting in structo rs have them selves studied the  
problem, and a t  th is  convention considerable a tte n ­
tion was given to  th is  m a tte r  of professional educa­
tion and th e  desirability  of a  closer relationship be­
tween practitioner, in structo r and student. The ac­
counting instructo rs of the  country are eager and
anxious to  do all in th e ir  power to develop th e  best 
possible ta len t fo r th e  profession of accountancy, and 
i t  is hoped th a t  our m em bers will ge t together w ith 
them  so th a t  accountancy education m ay advance the  
more rapidly.
Among th e  ways th a t  s ta te  societies have cooper­
ated  w ith  accounting instructo rs in m atte rs  of ac­
countancy education are  the  following:
P reparation  of general bibliography in various ac­
counting fields, particu larly  auditing, fo r  use of 
juniors.
Invitation extended to university  and college ac­
counting instructo rs w ith in  th e  s ta te  to  a t  least one 
m eeting each year, a t  which points of m utual in te rest 
are discussed.
Consideration of tim e credit tow ard experience re ­
quirem ents of S ta te  Board of E xam iners fo r those 
who m ajored in accounting in  universities of recog­
nized standing.
Suitable recognition by the  S ta te  Society of the  
honor students in universities m ajoring  in accounting.
Invitation extended to  s tuden ts m ajoring  in ac­
counting to  a ttend  one or m ore m eetings of the  S ta te  
Society.
Courses in various accounting fields conducted by 
m em bers of S ta te  Society.
Lectures by m em bers of th e  S ta te  Society before 
accounting students, upon various accounting topics 
and particularly  upon th e  laws of th e  s ta te  relative to  
the  Certified Public A ccountant’s Certificate, its  is­
suance, regulation, etc.
A ssisting instructo rs in  arrangem ent of courses, 
selection of te x t books, etc.
Giving prospective accounting m ajors advice as to  
which college or university  he m igh t b e tte r  attend .
The New York S ta te  Society h as  two active Com­
m ittees on Educational m atte rs—th e  Committee on 
Relations w ith  P repara to ry  Institu tions and the  Com­
m ittee  on Educational S tandards fo r Accountancy. 
They have “cooperated w ith  th e  S ta te  Education De­
partm en t in th e  establishm ent of standards, th e  prep­
aration  of a  syllabus, th e  appointm ent of examiners, 
and th e  like and have cooperated specifically w ith  the  
various schools giving accountancy instruction  when­
ever opportunity has been afforded.”
The accounting instructo rs a t  the  New York m eet­
ing were m uch im pressed w ith  the  report presented 
to th e  Convention by Mr. Nissley, Chairm an of the  
Committee on Relations w ith  P repara to ry  In stitu ­
tions.
M ay no t all s ta te  societies take  action so th a t  when 
the  date fo r th e  annual survey of th e  Society’s Com­
m ittee  on Education is called for, real and genuine 
progress in  th is  m a tte r  of professional education m ay 
be reported?
W. L. HARRISON.
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Observations on Balance Sheet Analysis
T HE subject of statement analy- 
sis has attracted considerable 
attention from accountants lately. 
There seems to be a growing reali­
zation that the preparation of fi­
nancial statements is not the ulti­
mate goal in accounting. Rather, it 
is the interpretation of those state­
ments that is the final step and the 
one which justifies that whole com­
plex plan of gathering and classify­
ing fiscal information known as the 
accounting system. If this is true, 
it is important for practicing ac­
countants to give earnest consider­
ation to the methods of interpreta­
tion; to use methods which will in­
sure accurate analysis; vividly, 
rapidly, comprehensively and sim­
ply.
Magazine articles that have re­
cently come from the pens of vari­
ous authors indicate the existence 
of two schools of thought holding 
diverse views regarding the meth­
ods of statement analysis.
To state this difference of opin­
ion in a few words it may be set 
forth as the “trend percentage 
method” vs. the “ratio method” of 
statement analysis.
This brief characterization is not 
entirely satisfactory because (a) 
the discussions concerned balance 
sheet analysis only, rather than the 
analysis of financial statements 
generally and (b) none in favor of 
one method completely condemned 
the other or vice versa.
It hardly seems necessary to de­
scribe these two methods in detail 
to readers of “The Certified Public 
Accountant.” The ratio method 
is familiar to all accountants 
through the many articles and 
books which have been published 
dealing with the analysis of finan­
cial statements. The trend per­
centage method represents the ap­
plication to statement analysis of 
that well known statistical device, 
the “index number,” now widely 
used and understood in connection 
with cost of living statistics.
Since most differences of opin-
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Vice P residen t, In te rn a tio n a l Ac­
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ion arise from misunderstandings, 
it is the purpose of this article to 
discuss the following proposition 
to clarify the situation:
The ratio method is of little 
value in analyzing one balance 
sheet and, therefore, its primary 
importance must be as an instru­
ment for showing trends in the sur­
vey of successive balance sheets of 
one business. As such it is clum­
sier and more involved than the 
trend percentage method.
If the first statement that “the 
ratio method is of little value in 
analyzing one balance sheet” be ac­
cepted, then it seems that the con­
clusion drawn above is logical. For 
it appears that there is no contro­
versy as to the greater value of the 
trend percentage method over the 
ratio method for the purpose of 
showing trends. Generations of 
statisticians have developed no bet­
ter simple way of showing trends 
of historical figures.
This seems to boil the discussion 
down to one point: Is the ratio 
method of little value in analyzing 
one balance sheet? Few advocates 
of the ratio method would admit 
the truth of that one point; in fact, 
the most important claim for the 
ratio method is its value in analyz­
ing one balance sheet.
If ratios are valuable in analyz­
ing one balance sheet it must be 
through the comparison of the 
ratios with something else. This 
comparison may be made in two 
ways.
1. Comparison with a mental 
standard developed through experi­
ence. This may be illustrated by 
the credit man comparing a cus­
tomers “current ratio” with his 
mental standard of 200 per cent or 
“2 to 1.” Usually no more than 
one or two of the ratios are actually
calculated. Rather the balance 
sheet is “sized up” or scrutinized. 
This will be considered later in this 
article as an integral part of any 
analysis.
2. Comparison with a standard 
secured by averaging the corre­
sponding ratios of other concerns 
in the same line of business.
The “ratio method,” as distin­
guished from the occasional calcu­
lation of a ratio, is largely con­
cerned with comparisons of the 
second class. Followers of the 
ratio method are particularly en­
thusiastic over the use of standard 
ratios and praise them as an im­
portant instrument of statement 
analysis.
If the standard ratio idea has 
fallen into any disrepute of late it 
is probably due to the overenthusi­
asm of its friends.
The author of a recent article in 
a well-known technical journal re­
fers to standard ratios as “enabling 
one to determine not only the 
standing of a given unit in an in­
dustry at a given moment, but also, 
with a precision no less exact en­
abling one to point out the course 
that has been pursued and the rate 
attained in reaching that standing, 
and by the same means enabling 
one to foretell the fate of that in­
dustrial unit; that is, whither it is 
bound and what factors are accel­
erating or retarding its progress.” 
And again he says, “it furnishes a 
standard of normalcy, and any 
function of the concern that is not 
normal may be quickly determined 
and a remedy may be pointed out.”
The black face are mine. Com­
ment seems unnecessary regard­
ing such broad claims.
Again it is more than possible 
that a misunderstanding is respon­
sible for different opinions about 
standard ratios, different analysts 
having different viewpoints. There 
are two classes of balance sheet 
analysts:
1. Those who have little or no 
opportunity to pursue further in­
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quiries into in teresting  questions 
developed by analysis or who have 
no special knowledge w ith  which to 
in te rp re t discrepancies. This class 
includes credit m en m ost of the  
tim e, bankers and investors some 
of the  tim e, prospective investors 
nearly all of th e  tim e.
2. Those who do have such op­
portun ity  or special knowledge. 
This class includes public account­
ants, corporate executives, account­
ing officers, etc., w henever engaged 
in analyzing th e  financial s ta te ­
m ents of clients or employers.
This represents an  im portan t 
classification as illustrated  by the  
following hypothetical case. A 
prospective investor in 1922 con­
tem plated the  purchase of stock in 
the  Texas Company. Among the  
fac ts  ascertained by him  was the  
ra tio  of sales to inventory, which 
am ounted to 137 per cent, as of 
1921 (in Bliss’ “Financial and Op­
erating  Ratios in M anagem ent” ) .
He found, in Bliss, th a t  the  
standard  ratio  fo r a num ber of oil 
companies during the  same years 
was 252 per cent, determ ined as 
follows:
P e r  cen t.
Texas C o m p a n y ................................  137
Associated O il C om pany...............  627
C a lifo rn ia  P e tro leum  C om pany. . 2,881
T id e w a te r O il C om pany.................. 293
U n ion  O il Com pany o f C a lifo rn ia  261 
P ure  O il C om pany............................  557
A verage (see b e lo w ) ............. 252
This average (computed by 
Bliss) is evidently a  weighted aver­
age since i t  is not a  mode, and the 
arithm etic  average is 792 per cent.
A fte r the  prospective investor 
had compared the  ra tio  of 137 per 
cent w ith  the  o ther ratios and w ith 
th e ir  average, he would be a t  a  
standstill. He would have liked to  
use the  figures as a  basis fo r fu r ­
th e r  investigation bu t had  no fa ­
cilities fo r doing so; no opportuni­
ties  fo r  access to th e  original fig­
ures which form ed the  basis of the  
several ra tio s; no opportunity  to  
inquire in to  th e  causes th a t  re ­
sulted in the  wide deviations; no 
special knowledge of th e  oil busi­
ness, its  policies, and trad e  prac­
tices.
B u t if  the  analyst belonged to
the  second class above mentioned, 
if  he had been an  executive of the  
Texas Company or its  consulting 
auditor, he m igh t have been able to 
go fu rth e r  in reconciling th e  dis­
crepancies because of h is special 
knowledge of various petroleum  
trade  practices, m arketing  and col­
lection policies, etc.
To such an  analyst th e  standard  
ra tio  represents a  s ta r tin g  point 
fo r fu rth e r  investigation and a 
challenge to  h is analytical ability.
B ut to  analysts of th e  firs t class 
who form  th e  g rea t m ajority , the  
standard  ra tio  represents an unsa t­
isfactory  finishing point ra th e r  
th an  a s ta r tin g  point.
Below, in brief, is th e  indictm ent 
of the  standard  ra tio  fo r analysts 
of the  first class and, in  pa rt, fo r 
analysts of th e  second class (sub­
jec t to  fu rth e r  discussion).
1. I t  is no t a  fa ir  assum ption 
th a t  well-managed companies en­
gaged in  the  sam e “line of busi­
ness” should have comparable r a ­
tios.
2. A standard  ra tio  is only an 
average and like every o ther aver­
age presents dangerous features. 
To be representative i t  should be 
m ade up from  the  individual ratios 
of th e  balance sheets of—
(a) a  large num ber of companies
(b) which are  financially sound 
and well m anaged
(c) and are  located alike geo­
graphically
(d) w ith  substantially  uniform  
accounting m ethods
(e) and whose products a re  sub­
stan tia lly  sim ilar
( f ) and w here th e  balance sheets 
are  taken  a t  th e  same tim e of year.
This essential combination oc­
curs so rare ly  as to  deserve little  
consideration.
This m a tte r  of th e  “line of busi­
ness” is perhaps th e  w eakest spot 
in  th e  arm our of standard  ra tio  
advocates. Some g laring  errors 
have been m ade in  grouping com­
panies fo r standard  ra tio  purposes.
W rigley, of chewing gum  fam e, 
and Loft, Inc., th e  candy m anufac­
tu re rs , were grouped together by 
one au tho r under “confections.” 
The sweetness of th e  final product
was perm itted  to  influence the  
classification while ignoring large 
differences in sales and m anufac­
tu rin g  policies which inevitably 
affect the  ratios.
Cluett, Peabody & Company w as 
grouped w ith  th e  B righton Mills 
under “cotton goods m anufac­
tu re rs .” I t  is common knowledge 
th a t  Cluett, Peabody & Company 
has a  m ore complex m arketing  s it­
uation and m ore elaborate m anu­
fac tu ring  requirem ents th an  an 
ordinary  cotton mill, w ith  a conse­
quent effect on th e  ratios.
The Pennsylvania Salt M anufac­
tu rin g  Company was included w ith 
the  H. W. Johns-M anville Com­
pany, under “chemical products.”
B ut even more im portan t th an  
erroneous grouping is the  whole as­
sum ption th a t  “line of business” 
should constitu te a  basis fo r group­
ing.
In addition to “line of business” 
there  m ust be a uniform ity  of pol­
icies before th e  ra tio s of a  group 
of companies can be tru ly  compara­
ble; and i t  seldom happens th a t  
w ithin a given industry  is there  a 
substantial uniform ity  of control­
ling policies which would ju stify  
grouping by line of business to  
secure a  standard  ratio .
Thus, term s of sales certainly in­
fluence ratios of sales to  receiv­
ables. Policy determ ines term s of 
sales. The kind of business m ay 
determ ine th e  policy, bu t not neces­
sarily . H ere in Chicago is  a large 
company selling coal on consign­
m ent and in installm ents. I ts  ra tio  
of sales to  receivables could not 
properly be compared w ith  sim ilar 
ra tio s of o ther coal companies.
Consider the  well-known ratio  of 
ne t w orth  to liabilities. We have 
two companies engaged in an iden­
tical line of business. One has 
practically no indebtedness, being 
financed by capital stock widely 
d istributed. A nother of equal 
s tren g th  and prestige is owned by 
a  few  w ealthy m en who p refer to 
endorse the  company’s paper fo r 
large (and practically perm anent) 
loans a t  the  bank instead of actu­
ally ty ing  up th e ir  own funds. N at­
urally, the  ratios of ne t w orth  to
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liabilities will be different because 
the policies are  different, even 
though the  “line of business” is  the  
same.
And how about the  th ree  m anu­
fac tu rers  in th e  same line of busi­
ness ; one of whom sells to  jo b b ers ; 
another, by a  system  of local w are­
houses, sells to  re ta ile rs ; and the 
th ird  m aintains its  own reta il 
stores? Would any one m aintain 
th a t  because of the  sim ilarity  of 
lines of business th e ir  inventory 
situations should be th e  same and 
th a t th e ir  ratios of annual sales to 
inventory be comparable ?
And how about two business or­
ganizations of sim ilar standing, one 
of which ren ts  while th e  o ther 
owns its  p lan t?  This is a  m a tte r  
of policy ra th e r  th an  “line of busi­
ness,” and controls the  well-known 
ratios of sales to  fixed assets and 
net w orth  to  fixed assets.
These illustrations m igh t be mul­
tiplied tiresom ely, and ye t th ey  do 
seem to  prove th e  point th a t  in ad­
dition to  sim ilarity  in  line of busi­
ness there  m ust also be a sim ilarity 
in basic policies before ratios can 
be properly comparable. Lines of 
business can control ratios only in 
so fa r  as fundam ental policies are 
uniform  w ith in  those certain  lines 
of business. B u t th is  is  an element 
of th e  problem which an  au tho r’s 
audience is seldom w arned against.
And now a word as to  the  m athe­
m atical aspect of th e  standard  
ratio . I t  is no t fa ir  to  th e  balance 
sheet analyst of th e  first class to 
present as au tho rita tive  any stand­
ard  ra tio  which typifies only a 
handful of business enterprises. 
Five, ten  or tw enty  ratios a re  in­
sufficient fo r a  reliable average 
since practically never do they  rep­
resent a fa ir  “sam pling.”
B ut if  th e  ra tio s from  a large 
num ber of balance sheets are  used, 
it is only a few  lines of business 
th a t  the  figures will no t include a 
g rea t proportion from  companies of 
dubious financial s tren g th  and 
m anagem ent. I f  th is  is taken  into 
account by th e  analyst, no g rea t 
harm  will be done, b u t on the  o ther 
hand the  resu lting  average will not 
mean a  g rea t deal to  him.
Thus, if  a  m an be underw eight 
and w ants to compare h is condition 
w ith  the  average of th e  w eights of 
a  thousand o ther men of his height, 
he is likely to  be grossly deceived 
and lulled into false security  if  800 
of th e  1,000 m en selected are  m ark­
edly anem ic!
The analyst m ay fully realize 
th a t  a  standard  ra tio  a t  its  best 
typifies the  average of good, bad, 
and indifferent companies; bu t un­
less he knows th e  relative propor­
tion of each he m ay still be de­
ceived.
Only too m any o thers  m ay fool 
them selves into regard ing  a “stand­
ard  ra tio ” as an “ideal” ratio .
F urtherm ore, standard  ratios 
change from  year to  year. An 
elaborate nation-wide survey of 
1925 balance sheet ra tio s in a  given 
line of business would be alm ost 
valueless a  year later.
Thus, using figures from  “F inan­
cial and O perating Ratios in Man­
agem ent,” an analyst who would 
a ttem p t to  compare th e  1921 ratio  
of sales to  inventory fo r any par­
ticu lar copper m ining company 
w ith  the  1920 “standard  ra tio ” of 
268 per cent (the  1921 standard  
ra tio  not being available a t the  tim e 
of his analysis) would obtain an 
entirely  m isleading impression.
This is because th is  particu lar 
standard  ra tio  dropped from  268 
per cent in 1920 to  85 per cent in 
1921!
A dm ittedly, th is  is an extrem e 
example bu t th ere  a re  m any others 
less extrem e and yet holding seri­
ous elem ents of danger.
A lexander Wall, a  strong  advo­
cate of th e  standard  ratio , believes 
th a t  standard  ratios even w ithin a 
given line of business, should be 
separately determ ined fo r several 
geographical subdivisions of th e  
United States. I f  th is  is correct, i t  
complicates th e  problem greatly , as 
i t  m eans th a t  several tim es more 
ratios are  required  to  obtain good 
averages th an  if  only one standard  
ra tio  need be computed fo r th e  en­
tire  country.
Assum ing th e  requirem ent of 
uniform ity  of accounting m ethod 
and of products sold and of the  date
of the  balance sheets, i t  appears 
th a t  a  valid standard  ra tio  could re ­
su lt only from  the  combination of 
a num ber of im portan t fac to rs—a 
combination so ra re  as to  deserve 
little  consideration. W hile th is  
seems tru e  in th e  m ajo rity  of lines 
of business, i t  is probably fa ir  to 
except certain  o ther lines, such as 
re ta il grocers, hardw are, clothing, 
prin ting, Ford  dealers, and others 
where the  num ber of business units 
is large and w here business policies 
and trad e  practices are  substan­
tially  uniform . There does seem 
some ultim ate hope of establishing 
good resu lts  th rough  ra tio  studies 
in such lines.
B u t as a  general in strum en t of 
balance sheet analysis th e  standard  
ra tio  is no t only useless bu t often 
positively misleading.
This does not m ean th a t  the  pub­
lic accountant or corporation exec­
utive can not ge t valuable inform a­
tion from  studying the  several bal­
ance sheets of com petitors of his 
client or his company. This is a  
valuable activ ity  because he is in a 
position to  reconcile apparent dis­
crepancies th rough  his in tim ate 
knowledge of the  accounting and 
trade  practices of the  companies 
under survey and th e  variations in 
those policies th a t  affect ratios.
Ordinarily such surveys are  lim­
ited  to  a  few  principal com petitors 
and th ere  is no necessity fo r a 
form al ra tio  study. A  m ere com­
parative or “deadly parallel” scru t­
iny usually develops all necessary 
inform ation.
The na tu ra l objection to  the  
trend  percentage m ethod of analy­
sis is th a t  while i t  clearly shows 
the  ra te  of increase o r decrease by 
classes of item s, i t  fails to  indicate 
when a  given tendency has reached 
a  favorable or unfavorable point. 
B ut th is  is not an  argum ent fo r the  
ra tio  m ethod because w here the  
ra tio  m ethod is used only fo r trend  
study  i t  is open to  the  same objec­
tion.
W hile we m ay agree w ith  the 
w rite r who said “i t  is no t where 
you are  b u t which way you are 
going th a t  counts,” nevertheless if 
confronted w ith  a  specific problem
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of credit g ran ting  o r prospective 
investm ent i t  is often  desirable to  
know both  th e  “satisfactoriness of 
p resent position” and th e  “trend .”
I f  standard  ra tio s were feasible, 
th en  th e  ra tio  m ethod would fu r ­
n ish  both  item s of inform ation. 
B u t w ith  conditions as they  are, the  
ra tio  m ethod fails to  show “sa tis­
factoriness of p resen t position” be­
cause th e  standard  ratio , fo r rea ­
sons already discussed, can not be 
considered a  reliable guide. And, 
as an  in strum en t fo r showing 
trends, i t  is cumbersome and a r t i­
ficial and does not lend itse lf to  the  
sim ultaneous scrutiny of all balance 
sheet trends (one of th e  m ost valu­
able fea tu res  of th e  tren d  percent­
age m ethod).
As a  final conclusion i t  appears 
th a t  th e  requirem ents of balance 
sheet analysts (as f a r  as th e  actual 
technique of handling th e  figures is 
concerned) m ay be m ost satisfac­
to rily  m et in  th e  m ajo rity  of cases 
by  (1) a  tren d  percentage study 
supplemented by (2) a  common 
sense scru tiny  of th e  la te s t balance 
sheet o f th e  series in  order to  see 
w hether th e  trends have carried 
th e  various item s g reatly  ou t of 
proper relationship, one to  th e  
other.
This m ay be considered an  indi­
rec t endorsem ent of a  ra tio  study 
of th e  m ost recent balance sheet 
b u t i t  is  no t so intended. Such a 
survey m ay include th e  rough cal­
culation of th e  cu rren t ra tio  and 
th e  ra tio  of quick assets to  curren t 
liabilities. Beyond th a t  a  m ere ex­
am ination of th e  figures in  the  
ligh t of th e  analysts own experi­
ence and judgm ent seems sufficient. 
This is  a  f a r  less form al procedure 
th an  a  so-called ra tio  study  w ith  i ts  
regrouping o f item s and its  calcu­
lation o f e igh t o r nine separa te  r e ­
lationships.
Thus, a  company m igh t show 
small cu rren t asse ts  and large cur­
re n t  liabilities which th e  trend  
study  apparently  contradicts by 
constantly  reflecting a  g rea te r in­
crease in  cu rren t asse ts th an  th e  
increase in  liabilities. Such a  
trend , o f course, is  favorable and 
y e t  th e  relation betw een th e  two on
the  la tes t balance sheet m igh t still 
be too f a r  out of line to  ju s tify  the  
extension of credit.
This illu stra tes w hy a  trend  
study alone is inadequate. In  no 
case should a  trend  study be unac­
companied by a  thorough scrutiny 
of the  actual figures them selves. 
There is  no substitu te  fo r such a 
survey.
Men used to  claim th a t  they  
could “tak e  whiskey or leave it  
alone.” I f  business and technical 
men today could “take  ra tio s or 
leave them  alone,” i t  would not be 
so bad, b u t the  “ra tio  h ab it” seems 
to  be an insidious one and th e  m ost 
practical m en seem to  get s ta rted  
on ra tio s  from  curiosity and before 
they  a re  aware, th e  hab it has fas­
tened itse lf on them . In  its  ad­
vanced stages complete fa ith  in  the  
standard  ra tio  as a  cure fo r all 
business ills is a  prevailing symp­
tom.
Balance sheet analysis is no t a  
complicated game. I t  should not be 
regarded as a  hobby b u t as a  busi­
ness tool, th e  use of which m ay 
easily involve th e  gain or loss of 
thousands of dollars. I t  is because 
of th e  possible seriousness of the  
resu lts  th a t  th e  standard  ra tio  
should be viewed w ith  an inquiring 
and skeptical m ind ra th e r  th an  ac­
cepted in  blind fa ith .
And if  the  standard  ra tio  be re ­
jected, then  (except in  special s it­
uations) th e  only rem aining use fo r 
ra tio s  is in  trend  study. F o r such 
purpose i t  is a  clum sy instrum ent 
as compared w ith  th e  trend  per­
centage method.
The trend  percentage m ethod 
perm its a  sim ultaneous survey of 
m ore th an  tw o trends. The ra tio  
m ethod not only lim its th e  analyst 
to  the  study  of b u t two sets of fig­
ures a t  a  tim e b u t even obscures 
th e  “separateness” o f th e  two 
trends of those figures.
The lim itations of th is  article  do 
not perm it a  com parative survey of 
th e  two m ethods to  substan tia te  
th e  sta tem en t th a t  th e  ra tio  
m ethod of analyzing fo r  trends is 
clumsy and unrevealing a s  com­
pared w ith  th e  tren d  percentage 
m ethod. N or does space perm it
m ention of im portan t m atte rs  hav­
ing a real bearing  on th e  discussion 
such as th e  relation of trend  study 
to th e  diagnosis of specific business 
ailm ents or the  application of the  
trend  percentage m ethod to  a  com­
bination study  of both  balance 
sheets and th e ir  corresponding 
profit and loss sta tem ents, or the  
value of th e  trend  percentage 
m ethod when introducing external 
s ta tis tic s  into th e  analysis or the  
inform ation which a  trend  study 
gives concerning capability of m an­
agem ent. The issue here is solely 
as sta ted  in th e  original proposi­
tion.
The ra tio  m ethod is of little  value 
in analyzing one balance sheet and, 
therefore, i ts  p rim ary  im portance 
m ust be as an in strum en t fo r  show­
ing trends in  th e  survey of suc­
cessive balance sheets of one busi­
ness. As such i t  is clum sier and 
m ore involved th an  th e  trend  per­
centage m ethod.
PLA N S PROGRESSING FOR 
EUROPEAN TOUR
Mr. R a fte r  has inform ed us th a t  
following the  notice which we car­
ried in  our Jan u ary  issue, consid­
erable in te rest is being m anifested 
in  th e  European tour, which he is 
planning fo r accountants th is  sum ­
mer.
He has m ade arrangem ents fo r 
sailing on June 26, 1926, and re ­
tu rn in g  on A ugust 26, 1926. The 
to u r will include visits to  Holland, 
Belgium, France, Germany, Switz­
erland and England. An in te rest­
ing fea tu re  fo r th e  accountants will 
be th e  opportunity  to  a ttend  the  
In ternational A ccountants' Con­
gress to  be held in A m sterdam  on 
Ju ly  6, 7, 8 and 9, 1926.
Detailed inform ation m ay be ob­
tained from Adolphe R after, C. P. 
A., 1 Broadway, New York City.
Ralph B. Mayo & Company, Cer­
tified Public A ccountants, Denver, 
Colorado, announce th a t  Floyd R. 
Gill, C. P. A., and William A. 
Loach, C. P . A., have been adm it­
ted  to  th e  firm.
1926 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 41
Solution to Problem No. 1 of Michigan C. P. A. 
Examination Questions
(P u b l i s h e d  on  p a g e  19 o f J u ly ,  19 2 5  is su e .)
B y  A N D R E W  H . B L A S S , C. P .  A . (N . H . ) ,  D ire c to r ,  P i t t s b u r g h  S c h o o l o f  A c c o u n ta n c y
E d i to r ’s  N o te — T h e  s o lu t io n  o f th e  fo llo w in g  p ro b le m  is  
a s  i t  sh o u ld  be , v e ry  c o m p le te . F o r  th e  b e n e f it  o f  th o se  
w ho  s a t  fo r  th is  e x a m in a t io n , i t  sh o u ld  be  n o te d  t h a t  th e  
s o lu t io n  a s  g iv e n  c a r r ie s  c e r ta in  e x p la n a tio n s  n o t  sp e c if ica lly  
c a lle d  f o r  b y  th e  p ro b le m . O w in g  to  th e  l im ite d  t im e  
a llo w e d  fo r  a n  e x a m in a tio n , i t  is n o t  u s u a l ly  p o ss ib le  fo r  th e  
c a n d id a te  to  a m p lify  th e  q u e s t io n s  a s  d o n e  in  th is  s o lu t io n .
P R O B L E M  N o. 2  IN  P O S T  G R A D U A T E  C O U R S E —  
P IT T S B U R G H  SC H O O L  O F  A C C O U N T A N C Y
(S e le c te d  f ro m  th e  D e ce m b er, 1 9 2 4 , M ic h ig a n  C. P . A. E x ­
a m in a tio n s ,  P ro b le m  N o. 2 o f P r a c t ic a l  A c c o u n tin g —  
P a r t  1 .)
P ro b le m :  T h e  B a la n c e  S h e e t  o f a  b u s in e s s  o p e ra te d  by  
“ A ” a p p e a r s  a s  fo llo w s, J a n u a r y  1, 1 9 2 4 :
A sse ts
C ash  ......................................................................................................  $1,650.48
A cco u n ts  R ece iv ab le  .......................................................... .. 28,442.15
In v e n to ry  ...........................................................................................  35,0 00.00
L an d  ..................................................................................................... 8,000.00
B u ild in g s  ............................................................................................ 10,870.56
M ach in e ry  .........................................................................................  31,129.44
G ood-w ill ............................................................................................ 25,000.00
L ia b ili t ie s
A cco u n ts P a y a b le  .........................................................................  $32,592.63
“ B ” e ffec ts  a  p a r tn e r s h ip  a g r e e m e n t  w ith  “ A .”  H e  a c ­
c e p ts  “ A ’s ”  v a lu a t io n  of G o o d -w ill b u t  d e m a n d s  a n  a d ju s t ­
m e n t  o f  th e  t o ta l  c a p i ta l  a s s e t  a c c o u n ts  to  85 p e r  c e n t  of 
v a lu e s  sh o w n . " A ” a g re e s  to  m e rg e  “ B ’s ”  b u s in e s s  w ith  h is  
o w n  on  c o n d it io n  t h a t  “ B ” g u a r a n te e  th e  A c c o u n ts  R e c e iv ­
a b le , a n d  d iv id e  p ro f i ts  a c c o rd in g  to  th e  a v e ra g e  in v e s tm e n ts  
fo r  th e  y e a r .
T h e  B a la n c e  S h e e t  o f  “ B ” fo llo w s:
A sse ts
C ash  ......................................................................................................  $1,500.00
A cco u n ts  R e c e iv a b le ..................................................................... 20,689.75
In v e n to r y  ..........................................................................................  31,000.00
M ach in e ry  a n d  E q u ip m e n t .......................................................  19,577.20
L ia b ili t ie s
A ccoun ts P ay ab le  .........................................................................  $18,851.51
R ese rv e  fo r  D e p rec ia tio n  .......................................................... 3,915.44
T ra n s a c tio n s  fo r th e  y e a r  w ere:
P u rc h a se s  ......................................................................................  275,145.60
E x p en se  .........................................................................................  101,384.15
P a y m en ts  of In v o ices  ............................................................. 383,000.00
S a les ................................................................................................  377,017.82
C ash R eceived  fro m  C u s to m e rs .........................................  375,000.00
A p ril 1, 1924, “A ” c o n tr ib u te d ..................................................  15,000.00
J u ly  1, 1 9 2 4 , i t  w a s  a g re e d  t h a t  $ 1 0 ,0 0 0  o f  “ B ’s ”  Ac­
c o u n ts  R e ce iv a b le  b e  c h a rg e d  off. A lso , a t  t h a t  d a te  th e re  
w as c h a rg e d  off $ 5 ,0 0 0  o n  v a lu e  o f “ A ’s ”  la n d ,
Oc to b e r  1, 1 9 2 4 , “ A ” d re w  $ 1 0 ,0 0 0 ,
D e ce m b er 1, 1 9 2 4 , “ B ” lo a n s  p a r tn e r s h ip  $ 5 ,0 0 0  w i th o u t  
in te r e s t  a n d  ta k e s  a  n o te  m a tu r in g  F e b r u a ry  15, 1 9 2 5 . A t 
th e  c lo se  o f  th e  y e a r  i t  w a s  a g re e d  t h a t  “ A ”  b e  c re d i te d  
w ith  $ 5 ,2 0 0  a s  s a la ry  fo r  th e  y e a r . D e p re c ia tio n  w a s  s e t  a t
2 p e r  c e n t  fo r  B u ild in g s , 10 p e r  c e n t fo r  M a c h in e ry  a n d  
E q u ip m e n t.  I n v e n to ry  o f M e rc h a n d ise , $ 3 6 ,0 0 0 .
P r e p a re  B a la n c e  S h e e t a s  a t  D e ce m b er 31, 1 9 2 4 , a n d  
S ta te m e n t  o f R e v e n u e s  a n d  E x p e n s e s  fo r  th e  y e a r .
S o lu tio n :
C o m m e n ts
1. No specific  m e n tio n  is  m a d e  a s  to  m e th o d  of r e v a lu in g  
“ A ” fixed a s s e ts  to  c o n fo rm  to  85 p e r  c e n t  o f a m o u n ts  
sh o w n  on  h is  p e r s o n a l  B a la n c e  S h e e t. T h e  s e t t in g  u p  o f a 
R e se rv e  fo r  D e p re c ia tio n , fo r  w a s t in g  a s se ts ,  is  a d o p te d  in  
th is  s o lu t io n  in  o rd e r  t h a t  o r ig in a l  v a lu e s  m a y  be  o n  b o o k s , 
a n d , in  o rd e r  th a t  d e p re c ia tio n  m a y  be  c a lc u la te d  on  su c h  
o r ig in a l  ( p re s u m a b ly  c o s t)  f ig u re s .
2. I t  w ill be  o b se rv e d  t h a t  in  r e d u c in g  v a lu e  o f L a n d  in  
th e  a m o u n t  o f $ 5 ,0 0 0  o n  J u ly  1, 1 9 2 4 , c a p i ta l  a c c o u n ts  o f 
re s p e c tiv e  p a r tn e r s  w e re  c h a rg e d  (v ia  sp e c ia l lo ss a c c o u n t) ,  
in  r a t io  o f  th e i r  p ro f i t- s h a r in g , a n d  th is  n o tw i th s ta n d in g  t h a t  
L a n d  w as c o n tr ib u te d  to  firm  by  “ A .”  T h is  is  d o n e  by 
re c o g n iz in g  th e  p r in c ip le  o f  p a r tn e r s h ip  a c c o u n tin g  t h a t  a ll  
t r a n s a c t io n s ,  o f  w h a te v e r  n a tu r e ,  s u b s e q u e n t  to  th e  p a r t ­
n e r s h ip  a g re e m e n t ,  a r e  p a r tn e r s h ip  t r a n s a c t io n s ,  a n d  t h e i r  
r e s u l ts  w ill b e  s h a re d  in  a c c o rd a n c e  w ith  th e  te rm s  of th e  
a g re e m e n t .  I t  is  a s s u m e d  t h a t  a v e ra g e  in v e s tm e n t  w ill be 
c a lc u la te d  a n n u a l ly  o n ly , h e n ce  a d ju s tm e n t  is  d e fe r r e d  to  
e n d  o f  y e a r , th e  sp e c ia l lo ss  b e in g  c a r r ie d  in  an  e a r -m a rk e d  
a c c o u n t.
3. W h ile  d e ta i ls  o f  “ B ” R e se rv e  fo r  D e p re c ia tio n  a re  n o t  
g iv en , i t  is  d e d u c e d  t h a t  a l l  o f  th e  R e se rv e  is  fo r  d e p re c ia ­
t io n  o f M a c h in e ry  a n d  E q u ip m e n t,  i t  n o t  b e in g  c u s to m a ry  to  
c r e a te  D e p re c ia tio n  R e s e r v e s  on  th e  o th e r  a s s e ts  l is te d  
fo r  “ B .”
4. T h e  r a t io s  o f c a p i ta l  c o u ld  h a v e  b e en  c a lc u la te d  in  
s e v e ra l  w ay s, a s  th e  p ro b le m  is  s i l e n t  a s  to  e x ac t p ro c e d u re . 
In  so m e  in s ta n c e s , a v e ra g e  c a p i ta l  is  d e te rm in e d  by  u s in g  
m o n th ly , q u a r te r ly ,  o r  s e m i-a n n u a l  b a la n c e s , a n d  a v e ra g in g  
th e s e . A  m o re  co m m o n  p ra c t ic e  is  to  ta k e  b a la n c e s  a t  b e ­
g in n in g  a n d  e n d  o f y e a r  a n d  a v e ra g in g  i t .  T h is  l a t t e r  m e th o d  
w a s  u se d  in  th is  in s ta n c e .
5. I t  w ill  b e  o b se rv ed  t h a t  e v en  p e rc e n ta g e s  a re  u se d , fo r  
s h a r in g  p ro fits , w h e re a s  r a t io s  co m e  o u t  a t  o d d  p o r t io n s  
o f a  p o in t.  T h e  ev en  p e rc e n ta g e s  a r e  u s u a l ly  a d o p te d , 
w h e re v e r ,  a s  in  th is  c ase , th e  f r a c t io n a l  p o r t io n  is  p r a c ­
tic a lly  a  fu l l  p o in t.
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“A” AND “B” WORKING
Opening of Business Trial Balance
Folio Account January 1, 1924 Year’s Transactions December 31, 1924
(7) $5,000.00
(3) 15,000.00 (6) $10,000.00(1) $1,650.48
1 Cash ................................ (2) 1,500.00
(1) 28,442.15
2 Accounts Receivable. . (2) 20,689.75
3 Inventory, January (1) 35,000.00
1, 1924 ...................... (2) 31,000.00
1 Land .............................. (1) 6,800.00
5 Buildings ....................... (1) 10,870.56
(1) 31,129.44
6 Machinery ................ ( 2 ) 19,577.20
7 Good-will ....................... (1) 25,000.00
8 Accounts Payable . . . .
9 "A” Capital .................
10 “B” Capital ..................
11 Reserve for Deprecia­
tion of Buildings. . .
12 Reserve for Deprecia­
tion of Machinery 
and E quipment . . .
(12) 375,000.00 (10) 383,000.00 $5,150.48
(4) 10,000.00
(11) 377,017.82 (12) 375,000.00 41,149.72
..................................................................  6 6 ,0 0 0 . 0 0
(5) 5,000.00 1,800.00 
  10,870.56
.....................................................................  50,706.64
25,000.00
(1) $32,592.63 (9) 101,384.15
(2) 18,851.51 (10) 383,000.00 (8) 275,145.60 $44,973.89
(1) 100,000.00 (6) 10,000.00 (3) 15,000.00 105,000.00
(2) 50,000.00 (4) 10,000.00 40,000.00
(1) 1,630.58 ........................................................................  1,630.58
(1) 4,669.42
(2) 3,915.44 ........................................................................  8,584.86
13 P u rch ases..........................................................................................  (8) 275,145.60 275,145.60
14 E xp en ses...........................................................................................  (9) 101,384.15 101,384.15
15 Sales ............ ......................................................................................  (11) 377,017.82 377,017.82
16 Note Payable to “B” ...................................................................... (7) 5,000.00 5,000.00
17 Partners’ S a la rie s ............................................................................................................................................. .........................................................
18 Depreciation Expense ................................................................................................................................................................................................
19 Trading ...........................................................................................................................................................................................................................
20 Inventory, December
31, 1924 ....................................................................................................................................................................................................................
21 Loss on Revaluation of
Land .............................................................................................. (5) 5,000.00 5,000.00
22 Net Loss for Year 1924 ............................................................................................................................................................................................
Totals ............ 211,659.58 211,659.58  1,556,547.57 1,556,547.57 582,207.15 582,207.15
Journal of “A” and “B ” Partnership
(1) January 1, 1924
Cash .................................................................... $1,650.48
Accounts Receivable ....................................  28,442.15
Inventory .........................................................  35,000.00
Land ................................................................... 6,800.00
Buildings ........................................................... 10,870.56
Machinery ......................................................... 31,129.44
Good-will ........................................................... 25,000.00
To Accounts Payable............................
To Reserve for Depreciation of Build­
ings .........................................................
To Reserve for Depreciation of Ma­
chinery and Equipment...................
To “A” Capital........................................
For investment of “A” in new partnership 
of “A” and “B.”
(2) January 1, 1924
Cash .................................................................... $1,500.00
Accounts Receivable ....................................  20,689.75
Inventory .......................................................... 31,000.00
Machinery and Equipment..........................  19,577.20
To Accounts Playable............................
To Reserve for Depreciation of Ma­
chinery and Equipment....................
To “B” Capital .........................................
For investment of “B” in new partnership 
of “A” and “B.” (See note 3.)
(3) April 1, 1924
Cash ...................................................................  $15,000.00
To “A” Capital........................................
For additional capital contribution by 
“A.”
(4) July 1, 1924
“B” Capital ......................................................  $10,000.00
To Accounts Receivable.......................
To write off uncollectible accounts, charg­
ing same back to “B” per his guaran­
tee.
$32,592.63
1,630.58
4,669.42
1 0 0 , 00 0 .0 0
18,851.51
3,915.44
50,000.00
$15,000.00
$ 10 ,000.00
(5) July 1, 1924
Loss on Revaluation of Land......................  $5,000.00
To L an d ..................................................... $5,000.00
To reduce value of land, per agreement of 
partners, of even date. (See note 1.)
(6) October 1, 1924
“A” Capital......................................................  $10,000.00
To Cash ....................................................  $10,000.00
For personal withdrawal of “A,” made 
this date.
(7) December 1, 1924
Cash .................................................................... $5,000.00
To Note Payable to “B” ........................  $5,000.00
Loan made by “B” to partnership on non­
interest bearing note due February
15, 1925.
(8) December 31, 1924 
Purchases   $275,145.60
To Accounts Payable..........................  $275,145.60
Purchases for year 1924.
(9) December 31, 1924 
Expenses   $101,384.15
To Accounts Payable............................  $101,384.15
Expenses for year 1924.
(10) December 31, 1924
Accounts Payable ........................................  $383,000.00
To Cash ..................................................  $383,000.00
Payment of Invoices during 1924.
(11) December 31, 1924
Accounts Receivable ...................................  $377,017.82
To S ales..................................................  $377,017.82
Sales for year 1924.
(12) December 31, 1924
Cash .................................................................  $375,000.00
To Accounts Receivable ....................  $375,000.00
Collections for year 1924.
(13) December 31, 1924 
Partners’ Salaries  .............. $5,200.00
To “A” Capital........................................  $5,200.00
Salary of “A” for year per agreement,
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T R IA L  B A L A N C E , Y E A R  1 9 2 4
A d ju s tm e n ts  
D e c e m b e r  31 , 1924 A d ju s te d  B a la n c e s B a la n c e  S h e e t
T ra d in g  a n d  
P ro f i t  a n d  L o ss  S ta te m e n t
.......................................................................... 5 ,1 5 0 .4 8
.......................................................................... 4 1 ,1 4 9 .7 2
.......................................................................... 6 6 ,0 0 0 .0 0
...................................................... ................... 1 ,8 0 0 .0 0
.......................................................................... 1 0 ,8 7 0 .5 6
.......................................................................... 5 0 ,7 0 6 .6 4
.......................................................................... 2 5 ,0 0 0 .0 0
.......................................................................... 4 4 ,9 7 3 .8 9
(1 3 )  5 ,2 0 0 .0 0  1 1 0 ,2 0 0 .0 0  
  4 0 ,0 0 0 .0 0
(1 4 )  2 1 7 .4 1  1 ,8 4 7 .9 9
(1 4 )  5 ,0 7 0 .6 6  1 3 ,6 5 5 .5 2
.......................................................................... 2 7 5 ,1 4 5 .6 0
.......................................................................... 1 0 1 ,3 8 4 .1 5
.........................................................................  3 7 7 ,0 1 7 .8 2
.......................................................................... 5 ,0 0 0 .0 0
(1 3 )  5 ,2 0 0 .0 0  5 ,2 0 0 .0 0
(1 4 )  5 ,2 8 8 .0 7  5 ,2 8 8 .0 7
(1 5 )  3 6 ,0 0 0 .0 0  3 6 ,0 0 0 .0 0
(1 5 )  3 6 ,0 0 0 .0 0  3 6 ,0 0 0 .0 0  
  5 ,0 0 0 .0 0
4 6 ,4 8 8 .0 7  4 6 ,4 8 8 .0 7  6 2 8 ,6 9 5 .2 2  6 2 8 ,6 9 5 .2 2
(14) D ecem ber 31, 1924 
D ep rec ia tio n  E x p en se  .......................................  $5,288.07
To R ese rv e  fo r  D e p rec ia tio n  of B u ild ­
in g s  ................................................................  $217.41
To R ese rv e  fo r D e p rec ia tio n  of M a­
c h in e ry  a n d  E q u ip m e n t .......................  5,070.66
On B u ild in g s , 2 p e r  c e n t of
$10,870.56 .........................................  $217.41
On M ach in e ry  an d  E q u ip m e n t,
10 p e r  c e n t o f  $50,706.64...........  5,070.66
5,288.07
(15) D ecem ber 31, 1924 
In v e n to ry , D ecem ber 31, 1924.........................  $36,000.00
T o T ra d in g  ..................................................... $36,000.00
To se t up  c lo s in g  in v e n to ry .
C lo s in g  E n t r i e s
(16) D ecem ber 31, 1924 
T ra d in g    $341,145.60
To In v e n to ry  ..............................................  $66,000.00
To P u rc h a se s  ..............................................  275,145.60
To close o u t l a t t e r  accoun ts .
( 1 7 ) D ecem ber 31, 1924
Sales .......................................................................... $377,017.82
T o T ra d in g  ................................................... $377,017.82
To close o u t fo rm e r acco u n t.
(18) D ecem ber 31, 1924 
T ra d in g    $71,872.22
T o P ro fit a n d  L o s s .......................................  $71,872.22
To t r a n s f e r  G ross P ro fit.
(19) D ecem ber 31, 1924
P ro fit a n d  L o s s ..................................................... $116,872.22
T o L o ss on R e v a lu a tio n  of L a n d . . . .  $5,000.00
T o E x p en ses  ................................................  101,384.15
T o P a r tn e r s ’ S a l a r i e s ..............................  5,200.00
T o D e p rec ia tio n  E x p e n s e ..................... 5,288.07
To close o u t l a t t e r  accoun ts .
(20) D ecem ber 31, 1924
“A ” C ap ita l ............................................................ $31,500.00
“B ” C ap ita l .............................................................  13,500.00
To P ro fit a n d  L o s s .......................................  $45,000.00
To d is t r ib u te  n e t  lo ss  o f 1924.
(See C a lc u la tio n  o f a v e ra g e  cap ita l.)
5 ,1 5 0 .4 8  ...............................................................
4 1 ,1 4 9 .7 2  ...............................................................
.......................................................................  6 6 ,0 0 0 .0 0
1 ,8 0 0 .0 0   
1 0 ,8 7 0 .5 6  ...............................................................
5 0 ,7 0 6 .6 4  ........... ...................................................
2 5 ,0 0 0 .0 0   
4 4 ,9 7 3 .8 9  ...............................................................
1 1 0 ,2 0 0 .0 0   
4 0 ,0 0 0 .0 0  ...............................................................
1 ,8 4 7 .9 9  ...............................................................
1 3 ,6 5 5 .5 2  ...............................................................
....................................................................... 2 7 5 ,1 4 5 .6 0
.......................................................................  1 0 1 ,3 8 4 .1 5
.......................................................................  3 7 7 ,0 1 7 .8 2
5 ,0 0 0 .0 0  .................................................................
....................................................................... 5 ,2 0 0 .0 0
....................................................................... 5 ,2 8 8 .0 7
.......................................................................  3 6 ,0 0 0 .0 0
3 6 ,0 0 0 .0 0   
.......................................................................  5 ,0 0 0 .0 0
4 5 ,0 0 0 .0 0  4 5 ,0 0 0 .0 0
2 1 5 ,6 7 7 .4 0  2 1 5 ,6 7 7 .4 0  4 5 8 ,0 1 7 .8 2  4 5 8 ,0 1 7 .8 2
C a lc u la t io n  o f  A v e ra g e  C a p ita l  
D ecem ber 31, 1924
C apita l o f “A ” :
B alance , J a n u a ry  1, 1924................................  $100,000.00
B alan ce , D ecem b er 31, 1924............................ 110,200.00
T o ta l .................................................................... 210,200.00
A v erag e  ..............................................................  105,100.00
C apita l o f “B ” :
B alance , J a n u a ry  1, 1924................................  50,000.00
B alan ce , D ecem ber 31, 1924............................ 40,000.00
T o ta l .................................................................... 90,000.00
A v erag e  ..............................................................  45,000.00
A v erag e  C a p ita l of “A ” ..............................................  105,100.00 70%
A v erag e  C ap ita l of “B ” ...........................................  45,000.00 30%
T o ta l ..................................................................... 150,100.00 100%
“ A ”  a n d  “ B ”  B a la n c e  S h e e t  a s  a t  D e c e m b e r  8 1 , 1 9 2 4  
A S S E T S
C u rren t A s s e ts :
C ash  .................................................................... $5,150.48
A cco u n ts  R ece iv ab le  ................................  41,149.72
In v e n to ry  .........................................................  36,000.00
T o ta l C u rre n t A s s e ts .............................. $82,300.20
F ix e d  A sse ts
L an d  ................................................................... 1,800.00
B u ild in g s  .................................  $10,870.56
M ach in e ry  ................................  50,706.64
61,577.20
L ess: R ese rv es  fo r D ep re ­
c ia tio n  .................................... 15,503.51
B ook v a lu e  o f D eprec iab le
A sse ts  .................................... 46,073.69
Good-will ................................ ......................... 25,000.00
T o ta l F ix e d  A sse ts  ............................ 72,873.69
T o ta l A sse ts  ....................................... .. 155,173.89
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C u rren t L ia b ili t ie s :
A cco u n ts  P a y a b le  .......................................  $44,973.89
L o an  P a y a b le  to  “B ” ..................................  5,000.00
T o ta l L ia b ili t ie s  ................................  $49,973.89
N e t W o r th :
“A ” C ap ita l, J a n u a ry  1,
1924 ...................................... $100,000.00
L ess: S h a re  of N e t L oss
fo r y e a r  (7 0 % ) ................  31,500.00
68,500.00
A dd: B a lan ce  in  P e rso n a l 
A cco u n t .............................. 10,200.00
A d ju sted  C a p ita l, D ecem ­
b e r  31, 1924 .......................  78,700.00
“B ” C ap ita l, J a n u a ry  1,
1924   50,000.00
L ess: S h a re  of N e t L oss
fo r  y e a r  (3 0 % )................  13,500.00
36,500.00
L ess : B a lan ce  in  P e rso n a l 
A cco u n t ..............................  10,000.00
A d ju ste d  C ap ita l, D ecem ­
b e r  31, 1924.......................  26,500.00
N e t W o rth  of P a r tn e r s h ip .............. 105,200.00
T o ta l L ia b ili t ie s  an d  N e t w o r t h . . 155,173.89
“ A ”  a n d  “ B ”  S ta te m e n t  o f  R e v e n u e  a n d  E x p e n s e s  
Y e a r  E n d e d  D e c e m b e r  3 1 , 1 9 2 4
S a les ............................................................................ $377,017.82
L e ss  C ost o f Goods S o ld :
In v e n to ry , J a n u a ry  1, 1 9 2 4 . . . .............. $66,000.00
P u rc h a se s  d u r in g  Y e a r ............................ 275,145.60
341,145.60
L ess  In v e n to ry , D ecem ber 31, 1 9 2 4 .. .  36,000.00
C ost of S a les .......................................  305,145.60
G ross P ro fit .......................................... 71,872.22
L e ss  E x p e n se s :
E x p en ses  .........................................................  101,384.15
D e p rec ia tio n  of B u i l d i n g .......................  217.41
D e p rec ia tio n  of M a c h in e ry  ..................  5,070.66
T o ta l E x p en ses  ................................... 106,672.22
N e t L oss fro m  O p e ra t io n s ..............  34,800.00
O th er C harges:
S a la ry  of “A ” ................................................  5,200.00
L o ss on R e v a lu a tio n  of L a n d ................  5,000.00
T o ta l O th e r C h a rg es  .......................  10,200.00
N e t L oss fo r Y e a r ..............................  45,000.00
D is tr ib u tio n  o f N e t L o s s :
70 p e r c en t to  “A ” .......................................  31,500.00
30 p e r  c en t to  “B ” .......................................   13,500.00
T o ta l, a s  a b o v e ................................... 45,000.00
A t th e  b e g in n in g  o f th e  n e x t y e a r  “ C” is  o ffe red  a  s h a re  
in  th e  b u s in e ss . H e  p a y s  $ 3 0 ,0 0 0 . T h e  p a r tn e r s h ip  p ro f its  
a r e  to  be  a p p o r tio n e d  a s  fo llo w s: “ A ,”  o n e -h a lf ;  “ B ,”  o n e - 
f o u r th ;  “ C ,”  o n e - fo u r th . T h e  p a r tn e r s h ip  does n o t  p ro c ee d  
h a rm o n io u s ly . “ C” w ith d ra w s  $ 1 5 ,0 0 0 . T h e  p ro f its  fo r  th e  
y e a r  a re  o n ly  $ 1 0 ,0 0 0 . T h e  p a r tn e r s  d ec id e  to  d is c o n tin u e  
th e  b u s in e ss . O n F e b r u a ry  15, 1 9 2 6 , $ 5 0 ,0 0 0  is  a v a ila b le  
fo r  d is t r ib u t io n ,  a f te r  a ll  d e b ts  to  o u ts id e  c r e d i to r s  h a v e  
b e e n  p a id .
O n A p r il  15, a n o th e r  $ 5 0 ,0 0 0  is  a v a ila b le  fo r  d is t r ib u t io n .  
A  f in a l d i s t r ib u t io n  is  m a d e  o n  M ay 15 o f  $ 1 0 ,2 0 0 .
S h o w  th e  p a r tn e r s ’ a c c o u n ts , in d ic a t in g  h o w  th e  c a sh  
s h o u ld  be  d i s t r ib u te d  in  e ac h  in s ta l lm e n t .
S o lu t io n :
C o m m e n ts
1. N o m e n tio n  is m ad e  as  to  p a y m e n t  o f “ B ” L o a n . I t  
h a v in g  fa lle n  d u e  on  F e b r u a ry  15, 1 9 2 5 , fo r  p u rp o s e s  o f th is  
p ro b le m , i t  is  a s su m e d  t h a t  i t  w a s  p a id .
2. A p p o r t io n m e n t  o f c ash , a t  f ir s t  a n d  seco n d  d is t r ib u t io n s ,  
is  in  su c h  r a t io s  a s w ill p ro te c t  in te r e s t s  o f a ll  p a r tn e r s  as 
to  th e i r  n o t  b e in g  c a lled  u p o n  to  s h a re  th e i r  a s s o c ia te s ’ p o s­
s ib le  c a p i ta l  d e fic ien cy  to  a n y  g r e a te r  e x te n t  th a n  a c tu a l ly  
m ay  be n e c e ssa ry . I t  w ill be  o b se rv e d  t h a t  o n  f ir s t  d i s t r ib u ­
t io n  “ C ’s ” d e fic ien cy  is  a p p o r tio n e d  b e tw e e n  “ A ” a n d  “ B ” 
on  th e  b a s is  t h a t  th e y  s h a re  b e tw e e n  th e m , i t  b e in g  a s su m e d  
t h a t  “ C ” is  u n a b le , o r  u n w illin g , to  m a k e  g o o d  h is  d e fic ien cy . 
A f te r  se c o n d  d is t r ib u t io n ,  r a t io  o f c a p i ta l  b a la n c e s  h a s  a u to ­
m a tic a lly  b eco m e  a d ju s te d  to  th e  sa m e  r a t io  a s  p ro f i ts  a n d  
lo sse s  a r e  s h a re d ,  n o t  r e q u ir in g  c a lc u la tio n  o f m a x im u m  
p o ss ib le  lo ss  th e r e a f te r .
3. I t  w ill be  o b se rv ed  t h a t  p ro b le m  is s i le n t  a s  to  a p p o r ­
t io n m e n t  o f  lo sses . T h is  is  a s su m e d , by  law , to  be t h e  sa m e  
a s  p ro f its . S im ila r ly , a p p o r tio n m e n t  o f l iq u id a t in g  lo s s e s  is  
in  th e  sa m e  r a t io  a s  a ll o th e r  lo sse s , in  th e  a b se n ce  o f sp e c ia l 
p ro v is io n s  in  th e  p a r tn e r s h ip  a g re e m e n t  to  th e  c o n tr a ry .
“ A ,”  “ B ,”  a n d  “ C ”  J o u r n a l
J a n u a r y  1, 1925  
M em o 
J a n u a r y  1, 1925
T h e  p a r tn e r s h ip  h e re to fo re  c o n d u c te d  by  “ A ” a n d  “ B ” 
c o n tin u e s  o p e ra t io n s , a f te r  a d m is s io n  o f “ C” a s  p a r tn e r ,  p e r  
p a r tn e r s h ip  a g re e m e n t  o f th is  d a te .  P ro f i ts  a n d  L o sse s  w ill 
be  s h a re d :  “ A ,”  o n e -h a lf ;  “ B ,”  o n e - fo u r th ;  “ C,”  o n e - fo u r th .  
T h e  b o o k s  o f  th e  “ A ” a n d  “ B ” p a r tn e r s h ip  w ill be  u se d .
(1)
C ash  ...........................................................................  $30,000.00
To “C” C a p i t a l .............................................. $30,000.00
F o r  in v e s tm e n t by  “C ” in  acco rd an ce  w ith  
new  p a r tn e r s h ip  ag ree m e n t.
(2) J a n u a ry  1, 1925
“C” C ap ita l A c c o u n t ............................................ $15,000.00
To C ash ............................................................ $15,000.00
F o r  w ith d ra w a l by  “C.”
(3) F e b ru a ry  15, 1925
N ote  P a y a b le  to  “B ” ...........................................  $5,000.00
To C ash  ............................................................ $5,000.00
F o r  re p a y m e n t of loan , w ith o u t  in te re s t ,  
p e r  te rm s  th e re o f.
(4) D ecem ber 31, 1925
In c re a se  in  A sse ts  (N e t)  D ue to  P r o f i t s . .  $10,000.00
To P ro fit an d  L o ss .......................................  $10,000.00
F o r  n e t  profit, fo r  y e a r  1925, p e r  p ro b ­
lem . D e ta ils  n o t  b e in g  a v a ilab le  as 
to  s ta tu s  of a cco u n ts , th e  fo rm e r ac­
c o u n t is  se t  up  to  m e a su re  in c re m e n t 
d u e  to  e a rn in g s , i t  b e in g  a ssu m ed , 
th a t  fo r  th e  p u rp o ses  of th is  p rob lem , 
no  o th e r  c h an g e s  ta k e  p lace.
(5) D ecem ber 31, 1925
P ro fit an d  L o ss ..................................................... $10,000.00
T o “A ” C a p ita l ............................................ $5,000.00
To “B ” C a p i t a l ..............................................  2,500.00
T o “C” C a p i t a l ..............................................  2 ,500.00
F o r  d is tr ib u tio n  of n e t profit, p e r  p a r tn e r - 
sh ip  a g ree m e n t.
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(6) D ecem b er 31, 1925
R e a liza tio n  a n d  L iq u id a tio n  A c c o u n t . . . .  $190,677.40 
To In c re a se  in  A sse ts  (N e t)  D ue to
P ro fits  ........................................................  $10,000.00
To C ash  .........................................................  15,150.48
To A ccoun ts R ece ivab le  .......................  41,149.72
To In v e n to ry  ..............................................  36,000.00
To L a n d .........................................................  1,800.00
To M ach in e ry  an d  E q u ip m e n t ............ 50,706.64
To B u ild in g s  ...............................................  10,870.56
To G o o d -w ill ......... ......................................  25,000.00
To t r a n s f e r  l a t t e r  a cc o u n ts  to  fo rm er.
(7) F e b ru a ry  15, 1926
A ccou n ts  P a y a b le  ................................................  $44,973.89
R ese rv e  fo r D e p rec ia tio n  of b u i ld in g s . . . .  1,847.99 
R ese rv e  fo r  D e p rec ia tio n  of M ach in e ry
a n d  E q u ip m e n t ................................................  13,655.52
To R e a liza tio n  an d  L iq u id a tio n ............ 60,477.40
To t r a n s f e r  fo rm e r  a cc o u n ts  to  la t te r .
(8) F e b ru a ry  15, 1926
C ash ............................................................................. $50,000.00
T o R e a liza tio n  an d  L iq u id a tio n ............ $50,000.00
N et C ast P ro ceed s of L iq u id a tio n  to  da te .
(9) F e b ru a ry  15, 1926
“A ” C ap ita l .............................................................. $41,900.00
“B ” C ap ita l ..............................................................  8,100.00
T o C ash  ............................................................ $50,000.00
F o r  f irs t d is tr ib u tio n , p e r  schedule .
(10) A p ril 15, 1926
C ash  ............................................................................. $50,000.00
To R e a liza tio n  a n d  L iq u id a t io n ..........  $50,000.00
F u r th e r  cash  p ro ceed s of l iq u id a tio n  to  
da te .
(11) A p ril  15, 1926
“A ” C ap ita l ..............................................................  $26,700.00
“ B ” C ap ita l ..............................................................  13,350.00
“C” C a p ita l ......................................... ....................  9,950.00
To C ash  ............................................................ $50,000.00
F o r  second d is tr ib u tio n , p e r  sch ed u le .
(12) M ay 15, 1926
“A ” C ap ita l .............................................................. $10,000.00
“ B ” C ap ita l ..............................................................  5,000.00
“ C” C a p ita l ..............................................................  5,000.00
To R e a liza tio n  a n d  L iq u id a tio n ............ $20,000.00
F o r  d is t r ib u t io n  of lo ss on w in d in g  up  
b u sin ess , p e r  sch ed u le  of d is tr ib u tio n .
(13) M ay 13, 1926
C ash  ............................................................................. $10,200.00
To R e a liz a tio n  an d  L iq u id a tio n ............ $10,200.00
F o r  b a lan ce  of cash  p ro ceed s of liq u id a ­
tio n .
(14) M ay 15, 1926
“A ” C a p ita l ..............................................................  $5,100.00
“ B ”  C a p ita l  ..............................................................  2,550.00
“ C” C a p ita l ..............................................................  2,550.00
To C ash  ............................................................ $10,200.00
F o r  th ir d  an d  final d is tr ib u tio n , p e r  sch ed ­
ule.
“ A ,”  “ B ”  a n d  “ C ”  F i r s t  D is t r ib u t io n  
F e b r u a r y  1 5 , 1 9 2 6
P a r tn e r s  C a p ita l
“ A ” ..............................................  $ 8 3 ,7 0 0 .0 0
“ B ” ..............................................  2 9 ,0 0 0 .0 0
“ C ” ..............................................  1 7 ,5 0 0 .0 0
T o ta l s ..............................  1 3 0 ,2 0 0 .0 0
* I n d ic a te s  re d .
M a x im u m  
P o s s ib le  L o ss
$ 4 0 ,1 0 0 .0 0
2 0 ,0 5 0 .0 0
2 0 , 0 5 0 .0 0
8 0 , 2 0 0 .0 0
B a la n c e s
$ 4 3 ,6 0 0 .0 0  
8 ,9 5 0 .0 0  
* 2 ,5 5 0 .0 0
5 0 ,0 0 0 .0 0
A p p o r t io n m e n t  o f “ C " 
C a p ita l  D efic ien cy
$ 1 ,7 0 0 .0 0
8 5 0 .0 0
2 ,5 5 0 .0 0
F i r s t
D is t r ib u tio n
$ 4 1 ,9 0 0 .0 0
8,100.00
5 0 ,0 0 0 .0 0
"A ,”  “ B ”  a n d  “ C ”  S e c o n d  D is t r ib u tio n  
A p r i l  1 5 , 1 9 2 6
P a r tn e r s  C a p ita l
“ A ” ............................................... $ 8 3 ,7 0 0 .0 0
“ B ” ..............................................  2 9 ,0 0 0 .0 0
“ C ” ............................................... 1 7 ,5 0 0 .0 0
T o ta l s ..............................  1 3 0 ,2 0 0 .0 0
F i r s t
D is t r ib u tio n
P a y m e n t
$ 4 1 ,9 0 0 .0 0
8 , 1 0 0 . 0 0
5 0 ,0 0 0 .0 0
P r e s e n t
C a p ita l
$ 4 1 ,8 0 0 .0 0
2 0 ,9 0 0 .0 0
1 7 ,5 0 0 .0 0
8 0 ,2 0 0 .0 0
M ax im u m  
P o s s ib le  L oss
$ 1 5 ,1 0 0 .0 0
7 , 5 5 0 .0 0
7 , 5 5 0 .0 0
3 0 ,2 0 0 .0 0
S eco n d
D is t r ib u tio n
$ 2 6 ,7 0 0 .0 0
1 3 ,3 5 0 .0 0
9 ,9 5 0 .0 0
5 0 ,0 0 0 .0 0
"A ,”  “ B ”  a n d  “ C ”  T h ir d  a n d  F in a l  D is t r ib u tio n  
M ay  1 5 , 1 9 2 6
P a r tn e r s  C a p ita l
“ A ” ..............................................  $ 8 3 ,7 0 0 .0 0
“ B ” ............................................... 2 9 ,0 0 0 .0 0
“ C ” ..............................................  1 7 ,5 0 0 .0 0
T o ta l s ..............................  1 3 0 ,2 0 0 .0 0
D is t r ib u tio n s  
to  D a te
$ 6 8 ,6 0 0 .0 0
2 1 ,4 5 0 .0 0
9 ,9 5 0 .0 0
100 ,000.00
P r e s e n t
C a p ita l
$ 1 5 ,1 0 0 .0 0
7 ,5 5 0 .0 0
7 , 5 5 0 .0 0
3 0 ,2 0 0 .0 0
A c tu a l  L o ss 
o n  R e a l iz a tio n  
a n d  L iq u id a tio n
$1 0 ,0 0 0 . 0 0
5 , 0 0 0 .0 0
5 ,0 0 0 .0 0
2 0 ,0 0 0 . 0 0
T h ird  
a n d  F in a l  
D is t r ib u tio n
$ 5 ,1 0 0 .0 0
2 ,5 5 0 .0 0
2 , 5 5 0 .0 0
10 ,200.00
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“ A ”  C a p ita l  A c c o u n t
D ate  I te m  D e b it C red it
1924
J a n , 1. O rig in a l I n v e s t m e n t .........................  $100,000.00
A pr. 1. C ash  C o n t r ib u t io n ..............................  15,000.00
Oct. 1. C ash  W i t h d r a w a l ................................  $10,000.00
Dec. 31. S a la ry  fo r  y e a r .....................................  5,200.00
S h a re  (70% ) of N e t L oss fo r y e a r  31,500.00 
B alance , b ro u g h t d o w n ..................... 78,700.00
120,200.00 120,200.00
1925
Ja n . 1. B alance, b ro u g h t d o w n ..................... 78,700.00
Dec. 31. S h a re  (50% ) of P ro fit fo r y e a r .. . 5,000.00
B alance , b ro u g h t d o w n ..................... 83,700.00
83,700.00 83,700.00
1926
Ja n . 1. B alance , b ro u g h t d o w n ..................... 83,700.00
Feb. 15. C ash  P ro ceed s of f irs t d is t r ib u ­
tio n  .......................................................  41,900.00
A pr. 15. C ash  P ro ceed s of second  d is tr ib u ­
tio n  ........................................................  26,700.00
M ay 15. C ash  P roceeds of th ird  an d  final
d is tr ib u tio n  .......................................  5,100.00
S h a re  (50% ) of loss on l iq u id a ­
tio n  .......................................................  10,000.00
83,700.00 83,700.00
“ B ”  C a p ita l  A c c o u n t
D ate  I te m  D eb it C red it
1924
Ja n . 1. O rig in a l In v e s tm e n t ........................  $50,000.00
J u ly  1. C h arg e  b ack  fo r  g u a ra n te e d  ac­
co u n ts  ................................................... $10,000.00
Dec. 31. S h a re  (30% ) of N e t L oss fo r  y e a r  13,500.00 
B a lan ce , b ro u g h t d o w n .....................  26,500.00
50,000.00 50,000.00
1925
J a n . 1. B a lan ce , b ro u g h t d o w n ..................... 26,500.00
Dec. 31. S h a re  (25% ) of P ro fit fo r  y e a r . . .  2,500.00 
B a lan ce , b ro u g h t d o w n .....................  29,000.00
29,000.00 29,000.00
1926
J a n . 1. B a lance , b ro u g h t d o w n ..................... 29,000.00
Feb . 15. C ash  P ro ceed s  of f irs t d is t r ib u ­
t io n  .......................................................  8,100.00
C ash P ro ceed s o f second d is t r ib u ­
t io n  .......................................................  13,350.00
C ash  P ro ceed s of th ird  an d  final
d is tr ib u tio n  ...................................... 2,550.00
S h a re  (25% ) of loss on l iq u ida- 
d a tio n  .................................................  5,000.00
29,000.00 29,000.00
“ C ”  C a p ita l  A c c o u n t
D ate I te m  D eb it C red it
1925
Ja n . 1. O rig in a l I n v e s t m e n t .........................  $30,000.00
Dec. 31. C ash  W ith d ra w a l ..............................  $15,000.00
S h a re  (25% ) o f  p ro fit fo r  y e a r . . .  2,500.00
B alan ce , b ro u g h t d o w n ..................... 17,500.00
32,500.00 32,500.00
1926
Ja n . 1. B a lan ce , b ro u g h t d o w n ..................... $17,500.00
A pr. 15. C ash  P ro ceed s of second d is tr ib u ­
t io n  .......................................................  9,950.00
C ash  P ro ceed s of th ird  a n d  final
d is tr ib u tio n  ......................... .. 2,550.00
S h a re  (25% ) of lo ss on l iq u id a ­
t io n  .......................................................  5,000.00
17,500.00 17,500.00
“THE FUTURE OF ACCOUNTANCY”
The following le tte r taken from  the correspondence 
of “The Accountant” (London), issue of October 17, 
1925, has such a fam iliar ring  to it th a t  we can not 
resist the  tem ptation to reproduce it h e re :
“ S ir, I  a m  n o t  a  p e ss im is t, b u t  I  find  i t  d ifficu lt to  a c c e p t 
th e  v iew  so  o f te n  e x p re ss e d  a t  d in n e r s  a n d  o th e r  fe s tiv e  
g a th e r in g s  t h a t  th e  A c c o u n ta n c y  p ro fe s s io n  h a s  a  g re a t  
f u tu r e .
“ I  h a v e  h a d  tw e n ty -f iv e  y e a r s ’ e x p e r ie n c e  a s  a  p ro v in c ia l  
a c c o u n ta n t  a n d  m y  v iew s a r e  a s  fo llo w s:
“ ( 1)  T h e  e n o rm o u s  n u m b e r  o f e n t r a n ts  is  s e r io u s . I t  is 
o b v io u s  t h a t  w o rk  is  n o t  in c re a s in g  in  th e  sa m e  p ro p o r t io n ;  
th e  su p p ly  o f c le rk s  ex ceed s th e  d e m a n d  a n d  w a g es  a re  low . 
I n  th e  la r g e r  to w n s  m a n y  y o u n g  c le rk s  w ho  h a v e  q u a lif ied  
s t a r t  in  p ra c t ic e  a n d  liv e  a t  h o m e . T h ey  c an  a c c e p t w o rk  a t  
low  ra te s .
“ ( 2 )  C o m p e titio n  f ro m  o u ts id e r s  is  g e t t in g  k e e n . In c o m e - 
tax  a u th o r i t ie s  a p p e a r  to  a c c e p t f ig u re s  f ro m  a n y  a c c o u n ta n t  
in  p ra c tic e . A s a  r e s u l t ,  t r a d e s m e n  a re  n o t  w illin g  to  p ay  
re a s o n a b le  fe e s  o r  to  p a y  e x tr a  fo r  in c o m e -ta x  w o rk  w h ich  
th e y  c o n s id e r  is  p a r t  o f a u d i t  w o rk .
“ ( 3)  T h e  m o s t s e r io u s  f e a tu r e  is  th e  in v a s io n  o f th e  
m u lt ip le  sh o p s  a n d  th e  c lo s in g  o f o ld -e s ta b l is h e d  b u s in e sse s . 
T h e  p r in c ip a l  b u s in e ss  c e n tr e  o f th is  to w n  is  o c cu p ied  by 
m u lt ip le  sh o p s  in  th e  p ro p o r t io n  o f th r e e  to  o ne . D u rin g  
th e  la s t  fe w  w e ek s  th e  fo llo w in g  o ld  b u s in e sse s  h a v e  cea sed  
to  e x is t:  O u tf i tte r ,  tw o  d ra p e rs ,  a  b o o t sh o p , a n d  a  p ro v is io n  
d e a le r .
“ So f a r  a  b u tc h e r ’s sh o p  a n d  a  p e n n y  b a z a a r ,  b o th  m u lt ip le  
sh o p s , h a v e  filled  th e  v a c a n c ie s , p ro b a b ly  th e  o th e r  sh o p s  
w ill g e t  th e  sa m e  ty p e  o f te n a n ts .
“ O ne im p o r ta n t  s t r e e t  is  n o w  m a in ly  o c cu p ied  by  th e  lo ca l 
C o o p e ra tiv e  S o c ie ty , w h o se  p ro g re s s  is  a s to n is h in g .
“ ( 4)  T h e  p o s it io n  w ith  r e g a r d  to  m a n u fa c to r ie s  is  l i t t le  
b e t te r .  T h e  o ld  in d u s t r ie s  h a v e  fa ile d  to  k e e p  u p  w ith  th e  
t im e s  a n d  h a v e  b e en  t a k e n  o v e r by  co m b in e s  o r  t r u s t s .  T h e  
n ew  fa c to r ie s  a re  fo r  th e  m o s t p a r t  b ra n c h e s — a n d  lo ca l 
a u d i to r s  a re  n o t  r e q u ir e d .  T w o o f th r e e  o f  th e  m o s t im ­
p o r ta n t  in d u s t r ie s  e m p lo y  la rg e  w e ll-k n o w n  L o n d o n  firm s 
o f a u d i to r s — I c an  o n ly  a s s u m e  t h a t  th e  n a m e s  a re  m o re  
im p o s in g  o n  th e  p ro sp e c tu s .
“ I t  m u s t  n o t  be  a s s u m e d  f ro m  th e  ab o v e  fa c ts  t h a t  th e  
to w n  is  in  a  b a d  w a y ; th e  p o p u la t io n  is  in c re a s in g  a n d  th e  
u n e m p lo y m e n t is  n o t  v e ry  se r io u s , a l th o u g h  b a d  e n o u g h . 
T h e  g e n e ra l  t r a d e  is  in c re a s in g , b u t  i t  g e ts  v e ry  la rg e ly  in to  
th e  h a n d s  o f  o u ts id e  f irm s a n d  th e  lo ca l a c c o u n ta n ts  do  n o t 
b e n e f it  m u ch .
“ ( 5 )  O w in g  to  p re s s u re  f ro m  th e  in co m e -ta x  o fficials a  
f a i r  a m o u n t  o f w o rk  co m es in  f ro m  th e  s m a ll  to w n s  in  th e  
d is t r ic t ,  b u t  i t  is  r a th e r  u n s a t is f a c to r y  a n d  p o o r ly  p a id ;  in  
m a n y  c a se s  th e  p e o p le  a re  n o t  in  a  p o s it io n  to  p a y  m u ch , a n d  
th e r e  a r e  a lw ay s  o u ts id e r s  w ho  w ill  w o rk  fo r  less  if  a sk e d .
“ I  m u s t  c o n fe ss  t h a t  I  c a n  see  n o  c h a n c e  o f  im p ro v e m e n t 
u n le s s  th e  In la n d  R e v e n u e  a u th o r i t ie s  r e fu s e  to  a c c e p t f ig u re s  
f ro m  p e o p le  w i th o u t  q u a lif ic a tio n s . I  sh o u ld  l ik e  to  sa y  in  
c o n c lu s io n  t h a t  th e  ab o v e  a r e  n o t  s ta te m e n ts  m a d e  by  a 
d is a p p o in te d , u n s u c c e s s fu l  p r a c t i t io n e r .
“ I  th in k  t h a t  th e  I n s t i tu t e  a n d  th e  S o c ie ty  m ig h t  v e ry  
w e ll p u b lis h  th e  f a c t  to  th e  b u s in e s s  w o rld  t h a t  o n ly  by  
e x a m in a t io n s  a n d  a  p e r io d  o f  a p p re n t ic e s h ip  c a n  th e i r  m e m ­
b e rs  q u a li fy ;  th e y  m ig h t  a lso  a d d  t h a t  in c o m e -ta x  w o rk  is  
e x tre m e ly  d ifficu lt a n d  sh o u ld  b e  e n t r u s te d  to  sp e c ia lis ts .  
I t  is  a s to n is h in g  t h a t  a  la rg e  a m o u n t  o f th is  c la ss  o f b u s in e ss
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is  c a r r ie d  o u t  in  s o l ic i to r s ’ offices—  
so m e tim e s  w ith  v e ry  p o o r  r e s u l ts  to  th e  
c lie n ts .
“ I t  w o u ld  be  e x tre m e ly  in te r e s t in g  to  
le a r n  f ro m  o th e r  f irm s  in  la r g e r  to w n s  
th a n  th is  (5 0 ,0 0 0  p o p u la t io n ) ,  w h a t
A m ost delightful fea tu re  of the 
banquet session was the en terta in ­
ment furnished by the  Sabbath Glee 
Club of Richmond. The too few 
num bers rendered were real south­
ern melodies and were sung w ith 
th a t  ra re  harm ony and pathos 
which can come only from  the  col­
ored singer. There follows a run ­
ning account of the  banquet pro­
ceedings.
Toastm aster RAW LINGS: Mr. 
President, Members of the  Am eri­
can Society of Certified Public Ac­
countants, Guests and Ladies: You 
will observe from  the  program  th a t  
I  am toastm aster. I didn’t  ask the 
committee to m ake me toastm as­
ter, bu t to be frank  w ith you, I 
th ink  they  did it to keep me from  
talking.
This, is the  F ourth  Annual Con­
vention of the  Am erican Society of 
Certified Public Accountants, and 
the  first, I th ink, of its  kind to 
ever come south of the  Mason and 
Dixon line, if there  is such a th ing  
today. We are glad to  have you 
w ith us. We hope you have en­
joyed yourselves.
You will observe from  the  pro­
gram  th a t Dr. Pollard is to address 
us th is  evening, or ra th e r  was to 
address us th is  evening. U nfor­
tunately  he was called away from  
the city and couldn’t  serve. We 
are partial, however, to doctors. If 
we couldn’t  get a doctor of law, we 
got another doctor—a doctor of 
divinity.
You men have been listening to 
a lot of figures, income sta tistics 
and th ings of th a t  kind. The gen­
tlem an I am  going to  introduce, 
while he m ay not know m uch about 
the  figures we have been talking 
about, I am satisfied will be able to 
en terta in  us. I now introduce Dr. 
F rank  T. McFadden, of the  Presby­
t h e i r  e x p e r ie n c e  h a s  b e en  d u r in g  th e  
la s t  t e n  y e a rs .
“ Y o u r o b e d ie n t  s e rv a n t ,
“ S C E P T IC A L .”
9 th  O c to b e r, 1 9 2 5 .
terian  Church, of Richmond, Va.
Dr. FRANK T. M cFAD DEN: Mr. 
Toastm aster, Mr. President, and 
M embers of the  Society and 
G uests: I t  is a  g rea t privilege fo r 
me to be here ton igh t to say a word 
or two to  th is  distinguished body 
of men, only by way of inspiration 
and not by way of instruction.
In the  first place, I shall have to 
apologize fo r not being present 
w ith my clerical garm ent on, bu t I 
was caught flying through  the 
S ta te  w ith  “H enry Ford” and so I 
am not in a position to  appear be­
fore you as I should like to so fa r  
as the  outer m an is concerned.
I am  sure you can appreciate the 
feelings of an audience th a t  I once 
addressed in Jersey  City. They 
were to have a public meeting. 
Some four thousand people had 
been gathered together, and, as an 
inducem ent to get the  crowd, they 
had a very celebrated vaudeville 
perform ance in two acts. I was 
sandwiched in between so th a t  the 
people couldn’t  leave as they  would 
be so in terested  in the  first act, 
they would have to  stay  to hear 
me, in order to h ear the  second act. 
About two m inutes before my tim e 
to  speak, as the  first act was con­
cluded, the  presiding officer came 
to  me and said, “Shall we have your 
address now, or let the  audience en­
joy itse lf a little longer.” You can 
imagine w hat I told him.
As we have been indulging in 
th is  delightful pastim e, hearing 
these melodies from  the  wonderful 
glee club, I am  sure you do not 
w ant to be compelled to listen to 
any lengthy address such as a 
preacher m ight deliver.
I suppose I am  one of the  m ost 
willing and accommodating substi­
tu tes  in the  Commonwealth. Ju s t 
last week I had the  privilege of
substitu ting  fo r the  new incoming 
governor of the  Commonwealth of 
V irginia. Tonight I have the  honor 
of representing  the  Hon. Dr. John 
Garland Pollard. I t  is g reatly  to 
be reg re tted  th a t  he could not be 
here tonight. I am sure you would 
have enjoyed his en terta in ing  as 
well as instructive talk.
I do not happen to  be from  the 
city of Richmond a t th is tim e. My 
home is in the  city of W inchester. 
I did have the  honor of being a 
citizen of th is  city fo r nineteen 
years as pasto r of the  F irs t P resby­
terian  Church. I asked a good 
friend from  the  city of Boston, the  
city of your President, to  come 
down to the Commonwealth of V ir­
ginia to see if some of th e  th ings 
th a t  were advertised about the  old 
Commonwealth were true. He was 
in terested  in ancient th ings and I 
took him th rough  my church. I t 
was not so old— one hundred and 
ten  years old then. I told him  I 
was the  seventh pastor and th a t  I 
had been there  fo r nineteen years. 
He turned  to me and said, “McFad­
den, they  are a  long suffering peo­
ple.” And so I took the h in t and 
left.
I am a preacher. I do not know 
w hat connection there  is between 
your calling and mine unless it is 
th a t I am try in g  to  keep the  peo­
ple s tra ig h t as to th e ir  m orals and 
you are try in g  to keep them  
stra ig h t as to th e ir figures. I have 
no doubt if  you could keep them  
s tra ig h t as to th e ir figures, it would 
be no trouble fo r me to keep them  
s tra ig h t as to th e ir morals.
I am a m inister, bu t I am  not 
one of those long-faced, sour, mo­
rose kind. I believe th a t  God has 
given to us th is  life w ith all of its  
opportunities fo r happiness and fo r 
enjoym ent as well as for service, 
and th a t  we can best show our 
g ratitude  to him  in the  enjoym ent 
of these blessings he has given 
unto us.
I always feel very much in te r­
ested in knowing som ething about 
who is speaking. I have a claim, I 
think, to  the  a tten tion  of every one 
of you. I happen to be a Presby­
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terian. I have a b ro ther who is a 
M ethodist m inister. I had a 
bro ther who was a B aptist m in ister 
until th e  Lord called him  on high. 
I  m arried  an Episcopalian woman, 
and the  best teacher I ever had, I 
suppose, was a Roman Catholic. I 
was speaking to an audience not 
long ago and thus discussing m y­
self to  them  and a good Jew friend 
of mine said, “W here do I come 
in?” I said, “I do you the  g rea test 
honor I can; I worship a Jew  as 
m y M aster.”
I say I am  not the  long-faced, 
sour kind. I  was traveling out on 
one of the  suburban lines, where 
the  cars run  one in every half hour, 
to see a  friend and a fte r  the  pas- 
sengers alighted and I came to the 
last stop, the  conductor ventured a 
rem ark  to which I replied. He 
cracked a joke and I cracked a 
joke. As I got off he said, “Have 
some more when you come back.” 
I got on the  same car, w ith the 
same conductor on the  re tu rn  trip  
and we began where we left off. 
F inally he said, “W hat do you do ?” 
I said, “I preach.” He said, “The 
Devil you do.” I w ant to tell you 
th a t  conductor got off his run  to 
come to hear me preach to  see 
w hether I was lying or not.
I  suppose you have heard the 
sta tem ent th a t  a gentlem an has 
never heard  a joke before. If  you 
have, you prove yourself to be in 
th a t  class.
I  am nothing but a one-horse 
preacher. A preacher drove up be­
hind a fine pair of horses to one 
of the  fam ilies in his church in the  
country. A fte r the  very sum ptu­
ous dinner the  hostess had pre­
pared w as finished, conversation 
was very lively fo r a while, bu t 
finally i t  lagged and then  it was 
tim e fo r Johnny to  get in his 
inning. He said, “Say, Parson, 
where did you get th a t  o ther 
horse?” “W hat do you m ean?” 
“Well, m other was fre ttin g  and 
fum ing th is  m orning when fa th e r  
came in from  the  field and he said, 
“W hat is the  m a tte r? ” She said, 
“I invited the  preacher to come to 
dinner today and I can’t  ge t any­
th ing  to eat.” F a th e r  said, “Don’t  
worry, he is nothing bu t a one- 
horse preacher.” “W here did you 
get th a t  o ther horse?” I t  always 
takes the  boy to tell w hat has been 
happening in the  home.
I t  takes a brave m an to  speak to 
th is crowd tonight and I am  sure 
I am in the position th a t  young fel­
low down in W ilmington, N. C., was 
in. He was sitting  w ith his lady 
love and he had ju s t about gotten 
to  the  point when he was to pro­
pose and he got scared. His young 
lady said to  him, “John, I thought 
you were going to say som ething.” 
He said, “I was, bu t I got sand in 
my m outh.” She said, “Well swal­
low it. You need it in your craw .”
I th ink  I need some sand in my 
craw to speak before these business 
men. A preacher is not supposed 
to  know anyth ing  about business, 
ju s t  like the preacher fo r whom the  
Deacon prayed, “Oh, Lord, you 
keep him humble and we’ll keep 
him  poor.” I suppose th a t  has been 
followed out by m ost of the  con­
gregations of the  country.
I am  very glad to be here tonight 
by m ere accident, to say a word or 
two to you. I w ant to welcome you 
to  the  city of Richmond. As I said, 
it  was m y good fortune to live here 
fo r nineteen years. I don’t  know 
of any more delightful city in all 
the  country, and I have traveled 
from  the  A tlantic to the  Pacific and 
from  Canada to  the  Gulf, and w ith­
out any reflection upon any o ther 
section, I w ant to say we have one 
of the  finest sets of people you will 
find the  world over.
There are  a good m any problems 
we have to confront in the  south. 
You have seen an exhibition, the 
resu lt of the  fine feeling among the 
two races in th is  city, a city of
200,000 people, 40,000 or 50,000 of 
whom are  colored. I t  was my 
privilege to  be in th is  city the  week 
before last when the  colored Elks 
had th e ir  national association m eet­
ing. There were present some
80,000 or 100,000 colored people in 
th is  city, and I do not th ink  I have 
ever seen a finer parade or demon­
stration, or heard  finer music than
I saw and heard  on th a t  day. I 
never saw any b e tte r  behavior. I 
never saw a convention of th a t  size 
held in such a city where there 
were few er a rre s ts ; where there  
were few er causes fo r m isunder­
standings; where th e  w hite people 
showed the  stuff of which they 
were made. And those people went 
to th e ir  homes— north, south, east 
and west—w ith a new idea, I tru st, 
of the  bro therly  love of the  Chris­
tian  sp irit th a t actuated  the people 
of the  south so often m isunder­
stood.
You are  engaged in a g rea t work. 
We preachers sometimes seem to 
th ink  th a t  we are the  therm om ­
eters of the  Nation, as the  religious 
and m oral teachers. Perhaps th a t 
is true, I imagine it is, and yet as 
we read the  newspapers and as we 
look into our own pockets and our 
own bank accounts, we conclude it 
is the figures th a t  you represent 
and th a t  you correct and th a t  you 
verify, th a t  i t  is business th a t is 
the  therm om eter of the  success, 
prosperity  and happiness of th is 
Nation of ours. I imagine th a t  is 
true, too. I do not know of any 
set of men in the  country, or any 
organization th a t  has a be tte r op­
portun ity  to  bring  about a good 
feeling and a b e tte r  sp irit than  
your association.
May I speak to you ju s t fo r a 
moment or two along th a t  line, not 
in the  way of preaching to you, and 
not in too serious a s tra in?  This 
is a  g rea t day in which we live. 
There are  m any dangers th a t  con­
fron t us b u t I am  not a  pessim ist, 
I am an optim ist from  the top of 
my head to the  sole of my feet. I 
believe th a t  t ru th  and righ teous­
ness and rig h t and m orality and re ­
ligion are  going to  prevail. Believ­
ing th a t, I can keep my face to the  
fron t and m y head erect, w ith the 
understanding th a t  things, in God’s 
own good tim e, are going to come 
righ t.
Now, w hat does th a t  have to do 
w ith you or w ith  m e? Ju s t th is : 
If  there  is one th ing  fo r which you 
and I should be thankful, i t  is fo r 
the opportunity and privilege of
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service, w hether i t  be in the  m inis­
try  or w hether it  be in your busi­
ness. There has been too much 
m isunderstanding on the  p a rt of 
the  laity  and the  clergy, one of the 
other. Some seem to th ink  we are 
religious only when we are  in the 
church, when we are  singing our 
souls away in bliss. B ut th a t  is a 
m istake. God has placed us in 
o ther relationships in th is  life— 
husband and wife, paren t and child, 
employer and employee. If  we are 
diligent in business, there  will be 
the resu lt of serving the  Lord.
Now I say the  th ing  fo r which 
you and I ought to be thankfu l is 
th a t  we have the  opportunity and 
the  privilege of serving our day 
and our generation. I t  is some­
th ing  th a t  we do not often th ink  of. 
We do not th ink  enough of it. We 
are not as thankfu l as we should 
be. We take  th ings so m uch fo r 
granted. One of my old professors 
used to  say th a t  if we would give 
a m an a meal fo r one day, he would 
be very gratefu l. If  we continued 
i t  fo r a  year and then  broke i t  of, 
the  benefactor would be incensed 
and look upon him as an enemy. 
Yet you and I and the  world take 
th ings fo r granted, and if  we do not 
have w hat we th ink  we ought to 
have, we become discontented, 
sour, unhappy and inefficient and a 
source o f disagreeableness to our­
selves and to those who come in 
contact w ith  us.
W hen old Dr. Johnson finished 
h is dictionary (he wrote a m iser­
able hand), the  m essenger boy car­
ried the  las t page to the  p rin te r 
and told him  it  w as the last page. 
The p rin te r said, “Thank the Lord 
fo r th a t.” The m essenger returned  
to Dr. Johnson, and told him w hat 
the  p rin te r haid said. Dr. John­
son said, “L et us be thankfu l th a t 
th a t m an is thankfu l fo r some­
th ing .”
W hat would you be thankfu l for 
if you were to  reply ton ight ? Some 
would be thankfu l fo r your health. 
T hat is a  g rea t th ing. If  your en­
gine is not running  or is impaired, 
you can’t  do very much. If  these 
bodies of ours, which are the  m a­
chines th rough  which our m inds
and souls work, are impaired, we 
can’t  do the  work th a t  ought to be 
done fo r the  good of hum anity, 
which is another way of saying fo r 
the  good of God himself, and you 
would be doing rig h t to thank  the 
M aster fo r your health . I am glad 
th a t  our colleges and our churches 
today have awakened to the  fac t 
th a t  i t  is necessary th a t  there  
should be a sound body. If  the  
roof is leaky, the  house becomes 
im paired and i t  is necessary th a t 
there  should be tra in ing  of these 
bodies of ours in order th a t we m ay 
more efficiently do the  work th a t  
has been given unto us to  do, 
w hether to preach the  gospel, or in 
your business of accounting.
You m ay be thankfu l fo r th is N a­
tion of ours. I t  is a g rea t Nation. 
I know th a t  there  are some th ings 
th a t  we regret, th a t  th ings are not 
perfect in th is  life and they  never 
will be. I know sometimes we be­
come dicontended if Uncle Sam 
lays his hands p re tty  heavily upon 
us and ex tracts more than  we th ink  
he should. We ought to be th an k ­
ful fo r th is  g rea t land of liberty  in 
which we live, the  g rea tes t land in 
the  world on which the  sun shines 
today. You would be doing rig h t 
to  th an k  God fo r th is  N ation of 
ours.
I m igh t m ention a thousand 
things, bu t I wonder if as we go 
about our daily business, we are 
thankfu l fo r th e  privilege and op­
portun ity  of service. The th ing  
th a t  is going to bring  the world 
together is the  service th a t  is ren ­
dered by men in th e ir  different or­
ganizations and occupations in the 
different sections of the  land. This 
is a  g rea t N ation in which we live. 
I have been, as I said, north, south, 
east and west. I am a southerner, 
and yet I can stand here tonight 
and say th a t  i t  looks to me th a t it 
w as not the  intention and purpose 
of Providence th a t  th is  g rea t Na­
tion of ours should ever be divided; 
th a t  i t  is a g rea t th ing  th a t  we are 
one people, and as I go up and down 
th is  land I find there  is bu t one 
sentim ent, th a t  we are, w hilst we 
roll as a  sweet morsel under our 
tongues, the  principles of our dif­
feren t sections, American citizens 
as well as m em bers of the  different 
S tates in which we live. One th ing  
th a t  is going to  help preserve th a t  
feeling is an organization like th is 
and o ther organizations, and as you 
go up and down, understanding 
th a t  m en and women are  of the  
same na tu re  and of one blood and 
w ith  one purpose, th a t  of doing 
service and of rendering service to 
the  world.
W hat is service? We look upon 
it  sometimes as a menial so rt of 
thing. I used to  preach to the  col­
ored people a  g rea t deal when I 
lived in Richmond. We have quite 
a fine colored university  here. We 
have the  Union U niversity and also 
the H aw thorne College fo r Colored 
People, and those young men and 
women go out trained. They are 
filling well the  stations to which 
they  are  giving themselves.
I used to preach there  a g rea t 
deal and m ix and mingle w ith  them . 
I preached to  them  one Thanks­
giving Day, and w ithout th inking 
I took the  tex t, “I thank  Jesus 
Christ, m y Lord, th a t  he counted 
me faith fu l, pu tting  me into His 
service.” Sometimes preachers can 
tell when they  are m aking an im ­
pression, and I very soon found out 
th a t  I w asn’t  m aking any. Then 
it suddenly flashed upon m y mind 
th a t  they  could not separate serv­
ice from  menial service and th a t  
they  though t I was try ing  to  take 
advantage of my position to  im­
press th a t  m iserable word upon 
them .
I th ink, today, it  has taken on a 
different m eaning and we are un­
derstanding th a t  there  isn’t  any 
g rea ter th ing  we can render to our­
selves and to  hum anity  than  the 
service we render to our fellow- 
man. If  the  President of the  
United S tates were to call upon any 
one of us to  represent him, or th is 
country, in G reat B rita in  or any 
of the  foreign embassies, we would 
consider it  the  h ighest honor. God 
has called upon us, in the  places 
where he has placed us, to  render 
service to  our fellow man. I t is a 
responsibility; i t  is a tru s t, and it 
is ours to  keep it. I do not know
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th a t  there  is anyth ing  m ore inspir­
ing in life than  to see men and wo­
men in th e ir  different occupations 
doing th a t  which God has given 
unto them , cheerfully, willingly and 
faithfully .
I w as walking down Broad S treet 
in th is  city  a few  m onths ago when 
a  friend of mine m et me and spoke 
to  me. A fter the  greeting he said, 
“Have you read the  newspapers? 
They are  filled w ith terrib le crimes 
and accidents which have been hap­
pening w ith in  the la s t few days. 
A ren’t  you sorry  th a t  you are liv­
ing in th is  day?” I said, “If life 
m eans anything to me as a m inis­
ter, if life m eans anyth ing  to you 
as a  business man, th is  is the  best 
and noblest and finest day in which 
we could live, to do good unto our 
fellowmen.”
I  am  not preaching a sermon to 
you tonight, I am ju s t calling your 
a tten tion  to  the  fine opportunity 
and wonderful privilege you enjoy 
as representing such a fine busi­
ness, coming in contact w ith  the 
g rea t business firms and industries 
of the  world to render th a t  service 
th a t  God has pu t into your hands.
I w ant to  close by saying th a t  I 
am  deeply in terested  in you all. 
My grand  paren t on one side came 
from  Pennsylvania. My fa th e r  
was born in Georgia. My grand 
paren t on one side was from  the 
no rth  of Ireland and on the  o ther 
side from  Wales and England. My 
m other was born in V irginia, so I 
th ink  I m ay claim a share  in the  
cooperation fo r the  advancem ent 
of t ru th  and of efficiency and of 
righteousness in the  world.
I do not th ink  there  is anything 
g rea te r than  th a t  which is  accom­
plished by every m an doing his own 
duty  which lies before him, con­
scientiously w ithout any regard  to 
the  applause of men, b u t looking 
fo r th a t  rew ard which the  g rea t 
M aster will give to  all. There is 
one N iagara Falls in the  world, bu t 
i t  takes the  countless rivulets and 
rills which flow by the  farm  houses 
and ham lets to fruc tify  th is  land of 
ours.
Lee and G rant were g rea t gen­
erals. We of the  south adm ired
General Grant. We loved him for 
th a t sp irit of brotherly  love and 
fellowship th a t  characterized him 
in those days which wound up a t 
Appomatox, and his trea tm en t of 
the  incomparable Lee. We ad­
m ired him. They were g rea t gen­
erals, and I would be the  last m an 
in the  world to take one leaf from  
th e ir  laurels. B ut the  glory of 
these men depended upon the  serv­
ice rendered by the  rank  and file 
of men who followed them , who lie 
in nameless graves today.
Some years ago I happened to be 
crossing the  S tra it of N orthum ber­
land a t Prince Edw ard Island and 
I th ink  I w itnessed the m ost beau­
tifu l sunset I have ever seen. I t 
was one of the  best pictures of the 
new Jerusalem  th a t  John has given 
us in the  apocalyptic vision, I have 
ever seen. W ithout any im agina­
tion you could picture the  bejew- 
eled s tree t and pillars. You felt 
you could step into Heaven. I felt 
it  was the  m ost beautiful th ing  in 
all th e  world.
Some years la te r  I stood a t the 
top of one of the  W hite M ountains. 
My wife and I used to chaperone 
young parties. One day when we 
were up on the  m ountain, a storm  
arose in the  valley below us and 
you couldn’t  see the  valley except 
as the  clouds were ren t by the 
lightning. B ut above the sun was 
shining beautifully. I though t th a t 
was an inspiring sigh t and th a t  the 
tim e would come when all of us 
"would be above the  tria ls  and diffi­
culties of life, basking in the  sun­
ligh t of the  G reat M aster. I 
thought it  was one of the  g rea test 
th ings I had ever seen.
Again, I w as on the  peak of one 
of the  m ountains in th is S tate. I t  
used to be the  fad to go there  and 
see the  sun rise. I w ent out there 
one night. We arose the  next 
m orning before the  sun and went 
out upon the  high peak to w atch 
the  sun rise. F irs t  came the  fa in t 
streaks preceding the  coming of the 
sun, and they  began getting  
stronger and stronger. You could 
hear the  horses neigh and the 
sheep bleat and the chickens crow, 
and then  you would see the  smoke
coming out of the chimneys and 
ascend into the  air, and then  the 
men came fo rth  to go to  th e ir  
wonted tasks. Then all the  dark­
ness of the  valley was dissipated. 
I t  was b rig h t and clear and every 
shadow was gone.
I though t th a t w as the  grandest 
th ing  I had ever seen. B ut when 
I look into the  faces of men and 
women today and understand the 
opportunity th a t  God has given to 
us, w hether it  be the  menial occu­
pations or the  h ighest calling, I 
th ink  it is m ost inspiring to see 
men and women doing th e ir  serv­
ice faithfu lly  and conscientiously.
I f  we all of us recognize our 
privileges and our duties, the  tim e 
will come when justice  and tru th  
will prevail over th is earth , and it 
will be a fitte r habitation  in which 
to  live. I bid you God speed in the 
work you are  engaged in. I con­
sider it  a  privilege to  have been 
here and have said these few words 
to  you.
I wish I had had tim e to prepare 
som ething more in teresting  and 
more profitable to you, bu t I shall 
carry  home w ith  me the  pleasure 
of having looked into the faces of 
men and women of th is country of 
ours whom I love, and I bid you 
again, God speed in the  g rea t work 
you are doing and a safe re tu rn  to 
your homes. I  hope i t  will not be 
long before the  country south of 
the Mason and Dixon line will have 
the  honor of en terta in ing  such a 
distinguished group of men and 
women again.
T oastm aster RAW LINGS: I am 
sure th a t  we all feel much be tte r 
a fte r  having heard  Dr. McFadden 
speak to us. I w ant to make a con­
fession—the  doctor was a little  late 
in ge tting  in and I alm ost perspired 
m yself to death. I t  took a hand­
kerchief and a napkin to  keep me 
going. I f  you don’t  believe it, look 
a t my collar.
Dr. M cFadden’s reference to his 
ancestry  rem inded me of the  story  
of the  fellow who told about his 
clothes. He said he got his coat 
from  “Connecticoat,” h is vest from  
“Vest V irginia” and his pants from  
“Pantsylvania.”
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We have a very distinguished 
gentlem an on the program  who 
doesn’t  need any introduction. He 
is known to  all of you, f a r  and wide. 
He is especially known to me be­
cause I worked under him  last year 
and he alm ost worked me to  death. 
He wrote so m any le tte rs  th a t  I 
had to get a  special file to hold 
them . This m an perhaps has done 
m ore w ithin the  space of tim e he 
has served the  Society to build up 
and make it w hat i t  is today, than  
any one o ther individual.
I now w ant to introduce our 
w orthy President, Mr. Edwin L. 
Pride.
President P R ID E : Mr. Toast­
m aster, President of the  Virginia 
Society, Invited Guests, Ladies, 
and Members of the  Am erican So­
ciety of Certified Public Account­
a n ts : I, like your toastm aster,   
never have perspired any more 
th an  I have th is  evening, except on 
one occasion, and as strange as it  
may seem, th a t  was when I sat by 
the  side of m y friend, Mr. Hamel.
The last tim e I had the  pleasure 
of speaking to a gathering  of ac­
countants, he and I sa t side by side, 
and much to m y surprise, when I 
came to  look over m y notes to fa ­
miliarize m yself w ith  w hat I should 
talk-about, I found I had lost my 
glasses, and I tell you, I perspired 
p re tty  freely. “D r.” Hamel came 
to  my assistance. He said, “I don’t  
believe your eyes are any older 
th an  mine, t ry  these.” So he 
loaned me his glasses and I did get 
along fine. T hat was an indebted­
ness th a t  I never have forgotten , 
and I wondered w hether the  oppor­
tu n ity  would ever come when I 
could pay up th a t  indebtedness. 
Today I feel th a t  debt has been 
paid and I am under no obligations 
to him  fo r today I loaned him my 
golf p an ts  so th a t  he could enjoy 
a game of golf.
Dr. McFadden, as well as my 
predecessor, Mr. Banks, in speak­
ing to  a body of accountants, re ­
ferred  to  th e ir  ancestors. P er­
haps it  will not be out of place fo r 
me a t th is  tim e to refe r to  my an­
cestors. I have hung up in my
office a  facsimile of the  death  w ar­
ra n t of King Charles I. The first 
signer of th a t  death  w arran t is 
Oliver Cromwell; the  fourteenth  
signer is Thomas Pride. I asked 
my uncle to explain how it was th a t 
Thomas Pride signed th a t  death  
w arran t. He said, “Young man, I 
can tell you in a few words. A fte r 
they  beheaded Charles I, they  got 
a fte r  Oliver Cromwell, and Thomas 
Pride smelled a r a t  and skipped to 
th is  country, which accounts fo r 
your existence in the  United 
S tates.”
Sometimes I th ink  I was very 
fo rtunate  in being elected as P resi­
dent of the Am erican Society. I 
w ant to tell you a  little  incident 
th a t  happened which perhaps all 
of you are not fam iliar with. 
W hen my name, a year ago, was 
suggested fo r President of the 
Am erican Society, one d istin­
guished gentlem an said, “Pride ? 
W here does he come from ? Who 
is he?” “W hy,” they  said, “you 
ought to know who Pride is. 
Haven’t  you read the  papers? 
Didn’t  you see th a t  paper in 1920 
which had big headlines—‘The 
Three Big P ’s of the  Country to­
day,’ ” and they  told him  it was 
the  President, Ponzi and Pride.
B ut th is  gentlem an who was op­
posed to  me in the  Board of Di­
rectors last year went out and had 
the nerve to bring in the  Good Book 
and he opened th a t book to  “Prov­
erbs,” the 16th C hapter and the 
18th verse, and he said, “Read 
those words— Pride goeth before 
destruction.” B ut nevertheless I 
w as elected as President of th is  So­
ciety, and i t  is an honor which I  
never shall forget.
W hen I  got home, I  thought of 
th a t  little scripture and I  looked 
through th e  Good Book a g rea t 
m any tim es and I  read from  dif­
feren t au thors to see if I  could get 
som ething th a t  would encourage 
me in regard  to Pride. I did a t  last 
find som ething which did satisfy  
my curiosity. B ut before I  came 
to the words of satisfaction  I  came 
across a  g rea t m any o ther th ings 
which disturbed me. The very first
th ing  I found was this. Instead of 
one o f the  au thors saying Pride 
was th e  P resident of th e  Am erican 
Society, I found th a t  Defoe said, 
“Pride is the first peer and presi­
dent of hell.”
And then  as I went on I found 
another au tho r said, “As thou de- 
sire th  the  love of God and man, 
beware of pride. I t  is a tum or in 
the mind. I t  m akes ru in  and ru ins 
all th ine  actions— a worm in the  
T reasury  th a t  eats and ru ins th ine 
esta te .” A nother said, “We hear 
m uch of a  decent pride, a  becom­
ing pride, a  noble pride, a  laudable 
pride. Can th a t  be decent of which 
we ought to  be asham ed ? Can th a t  
be becoming of which God has set 
fo rth  the  deform ity? Can th a t  be 
noble which God resists  and is de­
term ined to  abase?” And th en  I 
went fa r th e r  and I found, “I have 
been more and more convinced the 
more I th ink  of it, th a t  in general, 
pride is a t the  bottom  of all m is­
takes.”
I found a g rea t m any th ings like 
th a t  th a t disturbed me, bu t I did 
find one or two th ings th a t  I did 
get a little  satisfaction from. 
“The seat of pride is in th e  h ea rt 
and only there, and if  it  not be 
there, i t  is neither in the  look nor 
in the  clothes. We m ortal men and 
women devour m any a disappoint­
m ent between b reak fast and dinner 
tim e, keep back the tears  and look 
a little  pale about the  lips and in 
answ er to  inquiry say, ‘Oh, noth­
ing.’ Pride helps us and pride is  
not such a bad th ing  when it only 
urges us to hide our own hurts , 
no t to  h u r t o thers.” So in  a  good 
m any instances, I found th a t  pride 
w asn’t  a  bad th ing  a fte r  all.
B u t in regard  to  m y activ ities in 
connection w ith the Am erican So­
ciety, not unlike a good m any of 
you gentlem en who have conferred 
w ith  your b e tte r  halves in regard  
to a  lot of propositions which you 
have to  face and th e  perplexities of 
life th a t  they  settle  fo r you, Mrs. 
Pride said, “In conducting your 
work th rough  th is  y ear don’t  
neglect to  th ink  of w hat the  le tte r  
‘P ’ stands for.” I studied th a t  let­
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te r  and came to  the  determ ination 
th a t  i t  made a g rea t difference if  I 
would follow it. Many of us m ay 
use it  as a guide through the  com­
ing year.
You m ust possess pluck. You 
m ust be persevering. You m ust 
cultivate patience and yet never al­
low frequently  recurring  disap­
pointm ents to destroy the  fea r of 
persistence. You m ust resign per­
sonalities and be prepared to be a 
m arty r to  principles. You m ust 
learn how to be unspoiled by praise. 
You m ust back up every promise 
w ith  actual perform ance. I assure 
you th a t  you will win prosperity. 
P rogress m ust be your watchword 
as you tread  the  pa th  to place and 
power.
Dr. McFadden has referred  to 
service and he has asked a question 
of us— I wonder if  we all know 
w hat th a t  m eans? I certainly can 
tell you from  experiences th a t  I 
have had during the  past year, th a t  
there  has been a g rea t deal of sa t­
isfaction and pleasure in serving 
you as your President, and I w ant 
to  a t th is  tim e th an k  you again, 
each and every one of you, fo r the  
kind assistance you have given me 
through  th is year in assisting  in 
m aking th is  year w hat we have 
term ed a successful year. I assure 
each and every one of you, whoever 
your President m ay be, th a t  I will 
continue to  serve him and you all 
in the  fu tu re  as I have in th e  past 
and try  and endeavor to  m ake our 
Society a g rea ter success in the 
coming year.
T oastm aster RA W LIN GS: As 
the  speech m aking goes on I am 
ge tting  cooler all th e  tim e. You 
know I am glad we have “P ” a t  
least in C. P. A. Mr. Pride didn’t  
say anyth ing  about th a t.
V irgina used to be a m uch larger 
S ta te  th an  i t  is now, b u t we cut 
off a piece of i t  and called i t  W est 
Virginia. They were in ra th e r  bad 
repute over there  fo r a  long tim e. 
About a year or so ago they  paid 
up th e ir  debts and now we allow 
them  to come to  our m eetings. We 
have w ith  us ton ight several gen­
tlemen, b u t one in particu lar from
W est Virginia. I w ant to in tro ­
duce Mr. Jayne, of W est Virginia.
Mr. DAVID A. JA Y N E: Mr. 
Toastm aster, P resident of the  V ir­
ginia Society, Ladies and Gentle­
men : I t  is w ith much pleasure th a t  
I undertake to  speak to you th is 
evening. A t one tim e th is evening 
I though t I would have to perform  
the  duties of a  Babe Ruth, th a t  is, 
do some work as a pinch h itter. 
I t  seems th a t  the  principal speaker 
of the  evening is a Presbyterian . 
I don’t  know much about the  
Presbyterian  Church, bu t not long 
ago I was down to  W inston-Salem, 
N. C., and there  was a colored 
preacher there. His congregation 
took him  to task  about using such 
big words in his sermons. One of 
the  congregation waited on the 
Parson, and he said, “Parson, do 
you know th a t  dis here congrega­
tion of yours is ju s t  a lill b it dis­
satisfied w ith  th e  big words you 
are  using in dis here church. You 
use the words th a t  ju s t  nobody un­
derstands and we can’t  even find 
some of dem words in the  diction­
ary .”
“Now,” said the  preacher, “I am  
m ighty  sorry to hear th a t, B rother 
Jones. W hat were some of the  
words I used?” “Well, brother, 
las t Sunday you used th a t  word, 
‘procrastination’ th ree  tim es in 
your serm on.” “W hy,” said the 
preacher, “don’t  you know w hat 
‘procrastination’ is ?” “No, sir,” he 
said, “and th e  ladies of the  church 
don’t  know and the  deacons don’t  
know.” “W hy, ‘procrastination’,” 
said the  preacher, “is th e  funda­
m ental doctrine of the P resbyte­
rian  Church.”
My ancestors didn’t  come from  
quite as m any countries as those 
of the  doctor’s and Mr. P ride’s. 
Their ancestors rem ind me very 
much of a colored gentlem an who 
came to our town. We have on one 
of the  m ain s tree ts  of the  town a 
very fine hotel th a t  is owned and 
operated by the  colored people. 
This colored guest came in there. 
He w as w earing one of those 
streaked vests and nose glasses. 
He was a pompous looking fellow,
but I th ink  his pocketbook was ju s t 
a little depleted and he wanted to 
impress upon the proprietor of the 
hotel w hat a wonderful guest he 
was. So in the  course of tim e he 
explained to the  proprietor of the 
hotel w hat a wonderful m an he was 
and how much he had traveled.
“I am the  m ost traveled nigger 
w hat is,” he said. “I have been in 
the  shadow of the  pyram ids of 
E gypt and I have stood a t the  
tom bs of the  Pharoahs. I have 
crossed the  Dead Sea and I fought 
w ith  the  tigers  and the  lions in the  
jungles of Asia. I stood where Paul 
stood, on M ars Hill, and I floated 
down the  Tham es River. Why, I 
is the  m ost traveled nigger w hat 
is.” The proprietor looked a t  him  
and he said, “Boss, was you ever 
drunk on W est Virginia moonshine 
• liquor?” “No, sir,” was the  reply. 
“Well,” he said, “You ain ’t  been no­
where.”
I t  is w ith  m uch pleasure th a t  I 
come to  old Virginia. Since the  
closing days of the  strife  of ’65 we 
have been ostracized from  our 
m other S ta te  because we didn’t  pay 
our debts. B ut tim e is our g rea t­
est school and experience our 
g rea tes t teacher and we recently 
paid to dear old V irginia twelve 
and one-half million dollars. You 
know th a t  they  have one of the  
finest office buildings to  house the 
S tate  offices, of any S ta te  in the  
Union, and poor old W est Virginia, 
rock-ribbed over th e  m ountains on 
the  o ther side, so poor and w ith 
her coal mines closed down, con­
tribu ted  more th an  half of a  million 
dollars to  th a t  building.
I was glad to  come to the  Jam es 
River and visit th e  city of Rich­
mond on the  banks of th a t  river. 
Around the  Jam es R iver is w ritten  
more h istory  perta in ing  to America 
than  is w ritten  around any o ther 
stream  in the  United S tates, or any 
city in America. Our fo refathers 
settled alm ost on the  banks of the  
Jam es River, and the  trea ty  of 
peace th a t  settled the  conflict be­
tween th e  two g rea tes t English 
speaking nations of the  world was 
finished on the  banks of the  Jam es
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River. The g rea t s trife  between 
the  no rth  and the  south, and which 
a t one tim e looked as if i t  would 
divide th is  g rea t N ation of ours, 
was settled on the  banks of the 
Jam es River, and the  name of Rob­
e rt E. Lee has gone down in history  
as the  g rea test general of America.
During the  Spanish-American 
W ar, our base of supplies floated 
out of the  Jam es River. D uring 
the g rea t World W ar, the  base of 
supplies was on the  Jam es R iver; 
and I w ant to  say to you th a t  the  
Jam es River is noted fo r its  hos­
p ita lity  and fo r its  tru e  Virginia 
gentlemen. You will all agree w ith  
me as to hospitality  a fte r  the  way 
th is Society has been entertained 
here tonight.
The name of General G rant is 
commemorated by a tom b a t New 
York, and ju s t  a few years ago 
when Li H ung Chang was here he 
went to New York and visited the 
tomb of General G rant, and the  old 
Chinese philosopher said these 
w ords: “Am erica is a  g rea t Nation 
and only a little  over one hundred 
years old. W ait un til she is four 
thousand years old, or as old as 
China.” This old Chinese philoso­
pher said som ething when he said 
tha t.
I am like Dr. McFadden. I didn’t  
prepare any speech, and you can be 
thankfu l I didn’t  because if  we had 
both made a speech you wouldn’t  
have gotten out of here until th ree  
o’clock in th e  morning. T hat re ­
minds me of the  sto ry  of the  Irish ­
m an who w ent out one n igh t to 
have a little  lark  in view of the  
coming event a t  h is home and he 
stayed longer th an  he had antici­
pated and came home a t th ree  
o’clock in the  m orning. The nurse 
greeted him w ith trip le ts  in her 
arm s. He looked a t  th e  trip le ts 
and he looked a t the  clock. He as­
sociated the  hour of the  n igh t w ith 
the  trip le ts and he said, “Thank 
God I ’m not superstitious, bu t I ’m 
glad I didn’t  come home a t twelve 
o’clock.
Y esterday on th e  boat we had a 
g rea t ro-da-o. T hat is the  correct 
pronunciation of rodeo, so Jack 
Tanner says, This g rea t rodeo was
pulled off on top of the  boat. I was 
one of th e  contestants. I th ink  
there  were five. There was a bald- 
headed m an from  Texas. The sun 
shone b righ t on his cranium. We 
did our best and we told some very 
fine and classic stories. I led off. 
T hat is why I didn’t  win the  prize. 
Well, the  gentlem an from  Texas 
said th a t  the  reason he did win the  
prize was th a t  a fte r  he told the  first 
story  he could sense the feeling of 
the  judges, as they  were th ree  
high-class gentlemen. I would like 
to  know w hat kind of stories our 
friend Durand Springer told in th a t 
rodeo when he didn’t  win any prize 
and it  w ent to the  S tate  of Texas.
W hen I got up here I fully in­
tended to  m ake a speech, bu t a fte r  
tak ing  second though t I have come 
to the  conclusion I will not do i t  
because I know th a t  all men w ith a 
full stom ach have a receptive ea r; 
in fact, I know of some men th a t 
never listen to  the  good advice of 
th e ir  wives until they  have th e ir  
fee t under a well-filled table. If 
you w ant to  ge t close to  any m an’s 
heart, I will tell you th a t  the  route 
is by way of his stomach. Down 
in our town we have a m an who has 
made a wonderful success running 
a mission, and he says success de­
pends upon th ree  S’s (not th ree  
P ’s) and those th ree  S’s are th e se : 
Soup, soap and salvation.
Instead of m aking a speech, le t’s 
talk  a little  about the  sunny side 
of life. I t  is a beautifu l world and 
m ost business men go through  it 
th inking  about them selves and 
th e ir  personal gain until they  lose 
sigh t of th e  finer th ings of life. 
The banker sits w ith a  long face, 
th inking  of how if he could get 10 
per cent instead of 6 per cent he 
would have as much a t  the  end of 
five years as he has now a t the  end 
of ten.
The business m an cuts down a 
nickel here and a dime there. 
Then one day it dawns upon him 
th a t  he is old. He has a fortune 
but he doesn’t  know w hat to do 
w ith  it. He has been m aking it 
during the  tim e th a t  he should 
have been enjoying th is  world, and 
so he s ta r ts  out to  buy happiness.
Some of the  m ost dismal failures in 
the  world are  those of an old codger 
try in g  to buy happiness. Ella 
W heeler Wilcox said, “Laugh, and 
the  world laughs w ith  you. If  you 
are going to  weep, weep alone.”
W hat is worse than  having some­
body w hining around like a broken 
ukelele or some one filing a cross­
cut saw. The world loves a smile. 
The sun comes from  its  nocturnal 
resting  place and greets the  world' 
w ith a smile. The little violets and 
tulips raise th e ir  heads from  their 
lowly resting  places and greet the  
world w ith  a smile. N ature smiles 
upon the  grandeur of the  world 
and the sun sinks behind the w est­
ern world rad ia ting  a smile. So 
le t’s have a smile and kind smile 
fo r every one. I often th ink  of 
th a t  poem which Longfellow wrote 
one Sunday m orning as he was p re­
paring  to go to church. The g rea t 
Am erican poet stood before the 
m irro r and the  thought flashed 
through his consciousness and he 
wrote those lines on the  back of 
an envelope. I t  seems as if he 
m ust have had his ears tuned to 
the  joy of the  world when he wrote, 
“I shot an arrow  into the  air, i t  
fell to earth , I know not where, 
etc.”
I presum e if I undertook to make 
a speech ton igh t I would find m y­
self in about the  same position of 
a  young m an who went down to 
Fleuvana County, Virginia, to 
preach. I t  would be one of the 
richest counties in the  Old Do­
minion of Virginia, if some one will 
discover how to m ake silk stockings 
out of pig’s ears and Brussels car­
pets out of sage brush. T hat man 
w ent down to  preach his in itial ser­
mon. The system  of the  B aptists 
is different from  th a t  of the  P res­
byterians. W hen a m an preaches 
his in itial sermon, if  it  is good, they  
elect him, and if  it  is not, they  send 
him home. This m an sta rted  out 
and each place he would go they  
told him  not to preach upon certain  
th ings because of some of the  peo­
ple— the W rights, or the  Joneses, 
or the  Pullins, who were very prom ­
inent in the  ch urch. Finally the  
young m an got up on Sunday m orn­
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ing and said, “B rothers and sisters, 
I have been visiting  among the  con­
gregation fo r the  last week and ev­
ery place I would go they  would 
admonish me not to preach about 
certain  things' for fear I would 
offend certain  m em bers of th e  con­
gregation, so I have come to the 
conclusion th a t  I will have the  con­
gregation name the  tex t and then  
I will be certain  th a t  I will not 
offend any one.” Finally one th in, 
skinny m an in the  back of the  
audience arose and said, “Preach 
about th e  Jews, they  don’t  a 
damned one of them  belong to  our 
church.”
In  fact, I never knew of a Jew 
B aptist. However, an Irish  life- 
saving guard  a t A tlantic City said 
th e  reason so m any of them  drown 
while in bath ing  is because they  
get talk ing  business while in the  
w ater. This sta tem ent— “Preach 
about the  Jew s” is a na tu ra l one 
today. T hat is the  trouble w ith  
th e  world rig h t now. We w ant to 
preach about the  o ther fellow. Our 
National Capital has ju s t  gone 
through  the  throes of one of the  
w orst scandals th a t  has ever been 
in th e  h istory  of America, and the  
only concrete th in g  th a t  has come 
out of the  whole mess is th a t  the 
Senate has had a chance to  preach 
about th e  o ther fellow instead of 
enacting the  much-needed laws and 
repealing the  millions of laws th a t  
have been w ritten  in to  our Federal 
sta tu tes.
W ere I to  single out one race to 
preach about, I would know of no 
race th a t  has done more fo r civili­
zation in its  h ighest standards, 
than  th a t  of the Jew. The funda­
m ental principle in the  Jew ish re ­
ligion is the  belief th a t  God is the  
creato r and ru ler of the  Universe 
and th e  loving preserver of His 
people. The religion th a t  tau g h t 
the  Jew  to exalt God, tau g h t him 
to exalt him self and placed a  value 
and dignity upon the  Jew  th a t  is 
known by no o ther Oriental people. 
The first to establish elem entary 
schools was the  Jew. The first to  
recognize woman’s r ig h ts  was the  
Jew. The world’s g rea tes t teacher
was a Jew. The world’s g rea test 
law giver, whose laws are  the 
fundam ental principle of every re ­
public, was a  Jew, and any repub­
lic th a t  has ever left out the  laws 
of the  Jews has crumbled and gone. 
When such men as Disraeli and our 
modern S traus were Jews, who 
would be offended by being called 
a Jew ?
I stood upon the  plains of A bra­
ham  in the Province of Quebec not 
long ago and I saw a monument 
and on th a t  m onum ent was th is 
inscription: “Here died General 
Wolf, victorious.” W hen I saw th a t 
I said, “I can afford to be called 
a Canadian.”
Not long ago I visited th e  quaint 
old Episcopal Church a t Orange 
Va., and on one of the  pews about 
half way down the aisle I saw a 
bronze tablet and these are the  
words th a t  were on the  tab le t: 
“This pew was occupied by General 
Robert E. Lee during the  w inter 
of 1863-64, when the  Confederate 
A rm y was in camp near Olrange, 
Va.” Then I said, “I can afford, to 
be called a southerner.”
I visited the  old home of H enry 
Clay, a t Ashland, Ky., the  o ther 
day and I said, “I can afford to be 
called an A m erican.”
During the  last w ar we heard a 
g rea t deal about the  valor of the 
colored troops. I th ink  of one di­
vision in particular. The negro 
m ay not make a good soldier, but 
he surely is optim istic. A fter a 
ba ttle  in France, there  was a g rea t 
deal of cleaning up to be done, and 
th is work was delegated to the  col­
ored troops under the  command of 
a  w hite officer. As they  came along 
to  the  trenches, the  officers com­
manded the colored lieutenant to 
ge t down in the  trench and see 
w hat was there. The negro said 
nothing, bu t he did not m ake a 
move. The officer gave him a sec­
ond command and the  negro knew 
w hat th a t m eant. Did you ever see 
a  n igger tu rn  pale? They tu rn  
blue. This nigger tu rned  blue and 
he sta rted  down the  trench. As 
he sta rted  he turned  around to his 
comrade and said, “If  you see two
coming out of th a t  ’e r hole, don’t  
shoot the  first one.”
I thank  you.
T oastm aster RAW LINGS: I 
th ink  W est Virginia made good. 
The hour is ge tting  late and the 
audience has been m ost patient. 
We have another gentlem an, Mr. 
Jayne referred  to him. I don’t 
know w hether you call him  the  win­
ner of the  rodeo, or radio, or what. 
I call him  Mr. U plifter, or some­
th ing  like th a t. Anyway, we are 
going to call upon Mr. Upleger to 
tell us how he won it, being the 
biggest “bull shooter” in the  Am er­
ican Society.
Mr. U PLEG ER: Mr. Toastm as­
ter, Jayne always talks b e tte r  w ith 
a “bun,” so I’ll give him  one. When 
I left the  convention last year, I 
left as champion. On the  first day 
here I lost my championship, bu t 
I picked up another championship 
the next day, and in order th a t  you 
m ay all know ju s t how I won th is  
championship, I will say it  w as on 
a dialect story, and fo r your bene­
fit I will a ttem pt to give i t  to you. 
(Mr. Upleger then  recited a poem 
in French Canadian dialect.)
I should like to  ask th a t  the  pres­
ent golf champion of the  American 
Society of Certified Public Account­
an ts  come forw ard—Mr. Patton, 
of Richmond.
Besides giving us a p re tty  warm  
reception in Richmond, they  gave 
us a  wonderful reception in o ther 
ways. I will tell you w hat they  did 
to me. The first th ing  they  did 
on th a t  m orning when I lost the 
championship in golf was to  have 
me afflicted w ith  color blindness, so 
th a t  on the  links in the  afternoon 
every tim e I would look a t the  
“w hite” ball, I would see “green.” 
Then they  did m any th ings, too, 
in connection w ith my game. 
Every tim e I w ent to  strike, they 
pu t a tree  in back of my ball so I 
couldn’t  h it it. Then they  pu t sand 
bunkers under my ball and made i t  
difficult for me to play. Some of 
you m ay not know w hat a  sand 
bunker is, bu t it  is a  “hell of a 
place.” I t is awfully easy to get 
into bu t hard  to  get out of.
1926 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 55
I t  gives me a g rea t deal of pleas­
ure to hand to Richmond, Va., the  
Durand W. Springer cup presented 
by the  M ichigan Association of 
Certified Public Accountants last 
year, and I hope we keep it south 
of the  Mason and Dixon line.
T oastm aster RAW LINGS: Mr. 
Pullen told me th a t  he would make 
me toastm aste r if  I would give him 
an opportunity to  speak. I t  is ge t­
ting  ra th e r  late, bu t I will have to 
try  and make good my promise to 
him. This is Mr. Pullen, ladies and 
gentlemen.
Mr. P U L L E N : Mr. Upleger made 
one serious social error. Every 
m an before him  who spoke told 
about his genealogy. He didn’t  
say a th ing  in the  world about it. 
I got very much in terested  in th a t 
problem th ree  or four years ago 
and I got a fellow to trace my fam ­
ily. We had th e  old fam ily bible, 
about th ree  or four generations old, 
bu t I wanted a tree. The fellow 
came to  me about th ree weeks a fte r  
he had s ta rted  the  tracing, and he 
said, “Do you w ant me to  run  the 
th ing  back any fa r th e r? ”
I said, “W hat have you got ?” He 
said, “I have got the  Pullens back 
to where they  have tails th ree  feet 
long.” I said, “T hat is f a r  enough.” 
So you see you can trace th a t th ing  
too far.
I am not going to m ake any 
speech. I should like to say th a t 
we had a trap  shooting event the  
o ther day and there  were some 
prizes offered. One was a cup.
This is a cup th a t  has been given 
by the V irginia Society of Public 
A ccountants and it has to be shot 
fo r annually and th e  m an who wins 
it  th ree  tim es is to  have the  per­
m anent control of it. I t  says on one 
side, “V irginia Certified Public Ac­
countants’ T rap Shooting trophy, 
presented to  the  Am erican Society 
of Certified Public A ccountants by 
the V irginia Society of Public Ac­
countants, Richmond, Va., Septem­
ber 12, 1925.” On the  o ther side 
i t  says, “This is to become the  
property  of the  m em ber of the  Am­
erican Society of Certified Public 
A ccountants who wins th e  same 
th ree tim es,” Mr, D. H. McCol­
lough beat everyone else, and I 
have g rea t pleasure in extending 
the cup to Charlotte, N. C.
The m ost rem arkable m an a t th is 
convention is standing a t my left. 
He, by g rea t perseverance won the 
m ost handsome trophy, I th ink  I 
have ever seen. I have the honor
M o n d a y , N o v e m b e r  2 , 1 9 2 5
9 .00  a . m . to  1 .00  p. m .
1. D e sc r ib e  in  d e ta i l  th e  m a n n e r  o f 
c o n d u c tin g  a  B u ild in g  a n d  L o a n  A sso ­
c ia t io n  a u d i t  a n d , in  p a r t ic u la r ,  th e  
s te p s  t h a t  y o u  w o u ld  ta k e  to  v e r ify  th e  
lo a n s  o f  th e  A sso c ia tio n . W o u ld  you  
go b a c k  o f th e  L o a n  C o m m itte e ’s s t a te ­
m e n t  o f v a lu e s  o f  p ro p e r ty ,  t i t l e s  a n d  
o th e r  s im ila r  m a t te r s ?  I f  so , t o  w h a t  
e x te n t  a n d  in  w h a t  m a n n e r?  W h a t  v e r ­
if ic a tio n  w o u ld  y o u  m a k e  o f th e  d i s t r i ­
b u t io n  o f  e a rn in g s  a s  b e tw e e n  th e  v a r i ­
o u s c la s se s  o f s to c k  o u t s ta n d in g ?  S e t 
o u t  in  r e p o r t  fo rm , u s in g  y o u r  o w n  fig­
u re s , th e  r e s u l ts  o f  y o u r  e x a m in a tio n .
2. Y ou  a r e  c a lle d  u p o n  by  a  P r in t in g  
I n k  M a n u f a c tu r e r  to  d e v ise  a  C o st S y s­
te m  fo r  h is  P la n t .  T h e re  a re  tw o  g e n ­
e r a l  c la s se s  o f  I n k  m a d e , v iz : T h o se  
w h ic h  a re  m a d e  by  m ix in g  s e v e ra l  p u r ­
c h a s e d  in g r e d ie n ts  a n d  th o s e  w h ic h , in  
a d d it io n  to  th e  m ix in g , a re  p u t  th r o u g h  
th e  m ills  f ro m  o n e  to  s ix  t im e s , d e p e n d ­
in g  u p o n  th e  f in en e ss  r e q u ir e d .
( a )  G ive a n  o u t l in e  o f  th e  fa c to ry  
a c c o u n ts  y o u  w o u ld  k e e p , sh o w  h o w  y o u  
w o u ld  a r r iv e  a t  th e  o v e rh e a d  r a te s ,  a n d  
h o w  y o u  w o u ld  d e te rm in e  m a n u f a c tu r ­
in g  c o s t p e r  p o u n d  o f F in is h e d  P ro d u c t .
(b )  S h o w  h o w  y o u  w o u ld  a r r iv e  a t  
th e  c o s t in  o r d e r  to  q u o te  a  p r ic e  on
5 ,0 0 0  p o u n d s  o f th e  f in e s t g ra d e  in k , 
b e a r in g  in  m in d  t h a t  y o u  m u s t  co v er 
A d m in is tr a t iv e ,  Office, S e llin g  E x p e n se  
a n d  P ro f i t .
3. T h e  X  H o te l  C o m p an y  c a lls  yo u  in  
to  re v ie w  a  fie ld  a g e n t ’s r e p o r t  on  i ts  
1 92 4  in co m e . T h is  h o te l  is  a  P e n n s y l­
v a n ia  C o rp o ra tio n , a n d  b u i l t  a  n e w  m o d ­
e rn  h o te l  b u i ld in g  ( b r ic k  a n d  s te e l )  in  
1 9 1 4 . I t  is s t i l l  th e  le a d in g  h o te l  b u t  
g ro u n d  w a s  b ro k e n  in  1924  fo r  a  n ew  
h o te l  a t  a  d i f f e r e n t  lo c a t io n  to  be  o p ­
e r a te d  by  th e  sa m e  c o m p a n y . T h e  field  
a g e n t  r e d u c e s  d e p re c ia t io n  o n  th e  h o te l  
b u i ld in g  f ro m  3½ p e r  c e n t, a s  ta k e n  
b y  th e  H o te l  C o m p an y  fo r  1 9 2 4 , to  2 p e r  
c e n t, s t a t i n g  t h a t  th e  c o m p a n y  to o k  o n ly
2 p e r  c e n t  u p  to  1 9 2 4 , a n d  t h a t  a s  th e  
b u ild in g  is  o f  b r ic k  a n d  s te e l  c o n s tru c ­
t io n  i t  h a s  a  l if e  o f m o re  th a n  30 y e a rs . 
W o u ld  y o u  a d v is e a  p r o te s t?  G ive re a -
of presenting the  second prize to 
Mr. G ardner W. Kimball, of Phila­
delphia.
I take a g rea t deal of pleasure in 
presenting the  th ird  prize to  Mr.
H. J. Miller, of New Orleans.
T oastm aster RAW LINGS: I en-
( C o n tin u e d  o n  p a g e  59 )
so n s  fo r  a d v ic e  w h e th e r  in  f a v o r  o f o r  
a g a in s t  a  p r o te s t .
4. In  th e  a u d i t  o f a  la rg e  m a n u fa c ­
tu r in g  p la n t ,  w h a t  v e r if ic a t io n  w o u ld  
y o u  m a k e  o f  th e  P a y r o l l  a n d  w h a t  t e s ts  
w o u ld  y o u  a p p ly  to  d e te rm in e  th e  a p ­
p ro x im a te  c o r re c tn e s s  th e re o f?
M o n d a y , N o v e m b e r 2 , 1 9 2 5
2 .00  to  5 .00  p. m .
5. Y ou  a re  e n g a g e d  to  m a k e  a  B a l­
a n c e  S h e e t A u d i t  o f a  N a t io n a l  B a n k . 
D e sc r ib e  fu l ly  y o u r  m e th o d  o f p ro c e d ­
u re .
S u b m it  y o u r  R e p o r t  to  th e  B o a rd  o f 
D ire c to rs , o u t l in in g  th e  S c h e d u le s  t h a t  
y o u  w o u ld  in c lu d e  a n d  sh o w in g  in  d e ­
t a i l  y o u r  B a la n c e  S h e e t  a n d  P ro f i t  a n d  
L o ss  S ta te m e n t ,  u s in g  y o u r  o w n  fig ­
u re s .  A lso  s u b m it  s e p a ra te  s h o r t  c e r ­
t if ic a te  fo r  p u b l ic a tio n  p u rp o se s .
6. W . R . M aso n  d ie d  N o v e m b e r 20,
1 9 2 4 , le a v in g  a n  e s ta te  c o n s is t in g  o f 
th e  fo llo w in g :
$ 8 ,0 0 0  W h e e lin g  C oal Co., 7 p e r  c e n t  
P r e f e r r e d  S to c k .
$ 1 5 ,0 0 0  R e a l  E s ta te  6 p e r  c e n t  M o rt­
g a g e s , i n te r e s t  d u e  s e m i-a n n u a l ly  a n d  
c o lle c te d  to  O c to b e r  1, 1 9 2 4 .
$ 1 8 ,0 0 0  A lto o n a  R a ilw a y  Co., 4 p e r  
c e n t  b o n d s , i n te r e s t  p a y a b le  N o v e m b e r  
1 s t a n d  M ay  1 st.
$ 8 ,5 2 5  C ash  in  b a n k .
$ 0 .7 5  C a sh  o n  h a n d .
$ 3 ,5 0 0  H o u s e h o ld  f u r n i tu r e .
$ 5 ,0 0 0  R e a l  E s ta te  ( r e n te d  a t  a n  a n ­
n u a l  r e n ta l  o f $ 7 2 0 , p a y a b le  m o n th ly  
in  a d v a n c e ) .
3 5 ,0 0 0  S h a re s  in  b u s in e s s  o f H a w k  
& E a g le .
H is  l ia b i l i t ie s  a m o u n te d  to  $ 5 ,1 5 0 .
B y h is  w ill, M r. M aso n  le f t  to  h is  
e x e c u to r , M. C. D av is , a  le g a c y  o f  $ 8 0 0 ;  
to  h is  w ife , A d a  M aso n , $ 5 ,0 0 0  in  c a sh  
a n d  th e  h o u se h o ld  f u r n i tu r e ;  a n d  to  h is  
c h ild re n , J a m e s , C o ra , H e le n  a n d  W il­
l ia m , e q u a l  s h a r e s  in  th e  A lto o n a  R a i l ­
w ay  Co. b o n d s .
T h e  r e s id u e  o f th e  e s ta te  w a s  l e f t  to  
s a id  e x e c u to r  in  t r u s t  to  p a y  th e  in co m e  
to  h is  w ife , fo r  l ife , a n d  u p o n  h e r  d e ­
c ea se  to  be  d iv id e d  a m o n g  h is  c h ild re n  
in  e q u a l  s h a re s .
N o v e m b e r  29 , 1 9 2 4 , th e  e x e c u to r  
p ro v e d  th e  w ill a n d  p a id  t h e  f u n e ra l
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e x p e n se s  o f  $ 6 2 5 , th e  d e b ts  d u e  a t  
d e a th ,  a n d  $ 5 7 0  la w y e r s ’ a n d  a c c o u n t­
a n t s ’ fe es . T h e  sp ec ific  le g a c ie s  w e re  
s a t is f ie d  o n  J a n u a r y  14 , 1 9 2 5 .
A ll in c o m e  w a s  c o lle c te d  o n  th e  d a te s  
d u e . A  3½ p e r  c e n t  d iv id e n d  o n  th e  
W h e e lin g  C oal Co. P r e f e r r e d  S to c k  w a s  
d e c la re d  J a n u a r y  1, 1 9 2 5 , a n d  p a id  
F e b r u a r y  1, 1 9 2 5 .
O n A p r i l  14 , 1 9 2 5 , th e  e x e c u to r  r e a l ­
ized  $ 3 7 ,5 0 0  fo r  th e  t e s t a t o r ’s i n te r e s t  
in  th e  b u s in e s s  o f H a w k  & E a g le .  T h e  
p e c u n ia ry  le g a c ie s  w e re  sa tis f ie d , a n d  
th e  e x e c u to r  in v e s te d  th e  a v a i la b le  c a sh  
b a la n c e  in  U. S. S te e l C o rp o ra tio n  C om ­
m o n  S to c k  a t  1 1 ¾  o n  t h a t  d a te .  M rs. 
M aso n  w a s  p a id  th e  a m o u n t  o f  in c o m e  
th e n  in  th e  e x e c u to r ’s h a n d s .
P r e p a r e  th e  f i r s t  a n d  f in a l a c c o u n t  to  
be  s u b m it te d  to  th e  O rp h a n ’s C o u r t  by  
th e  e x e c u to r ,  s h o w in g  h is  a d m in i s t r a ­
t io n  o f  th e  e s ta te  a s  e x e c u to r  u p  to  
A p r i l  14 , 1 9 2 5 .
7. ( a )  D efine  D e p re c ia t io n  a n d  g iv e  
v a r io u s  m e th o d s  o f  f ig u r in g  a n d  t r e a t ­
in g  d e p re c ia t io n  u p o n  th e  b o o k s .
(b )  G ive i l lu s t r a t io n s  o f  c o n tin g e n t  
a s s e ts  a n d  l ia b i l i t ie s  a n d  th e  m e th o d  o f 
t r e a t i n g  th e s e  i te m s  o n  th e  b a la n c e  
sh e e t.
(c )  I n  th e  c ase  o f  a  c o r p o ra t io n  i s s u ­
in g  c u m u la tiv e  p r e f e r r e d  s to c k , h o w  
w o u ld  y o u  t r e a t  d iv id e n d s  in  a r r e a r s  o n  
th e  b a la n c e  s h e e t?
8. (1 )  I n  m a k in g  a n  a u d i t  o f  th e  
a c c o u n ts  o f  a n  a u to m o b ile  d is t r ib u to r ,  
h o w  w o u ld  y o u  v e r ify —
( a )  N ew  c a r  in v e n to ry .
( b )  U sed  c a r  in v e n to ry .
(c )  P a r t s .
( 2 )  H o w  w o u ld  y o u  v a lu e  a u to m o ­
b ile s  u s e d  b y  d e m o n s tr a to rs ?
W e d n e sd a y , N o v e m b e r  4 , 1 9 2 5
9 .00  a . m . to  1 .0 0  p . m .
9. O u tl in e  a n  a c c o u n tin g  sy s te m , i n ­
c lu d in g  c o s t  a c c o u n ts , c o v e r in g  th e  o p ­
e r a t io n s  o f  a  m o to r  b u s  t r a n s p o r ta t i o n  
c o m p a n y . T h e  c o m p a n y  m a in ta in s  a  
flee t o f  p a s s e n g e r  b u s s e s  f o r  c ity  a n d  
s u b u r b a n  u se . I n  a d d it io n  to  i ts  r e g u ­
l a r  p a s s e n g e r  b u ss e s , i t  r e n t s  m o to r  
b u s s e s  fo r  sp e c ia l  t r ip s  to  p r iv a te  p a r t i e s  
a n d  m a in ta in s  i t s  o w n  r e p a i r  sh o p s .
10 . Y ou  a r e  e n g a g e d  b y  th e  n e w ly  
a p p o in te d  R e c e iv e rs  o f a  la r g e  te x t i le  
C o rp o ra tio n  to  p e r fo rm  th e  n e c e s s a ry  
a c c o u n tin g  f o r  th e i r  g u id a n c e .
T h e  C o r p o ra t io n ’s f isca l y e a r  e n d s  
J u n e  3 0 th  a n d  th e  b o o k s  h a v e  n o t  b e e n  
c lo sed , a l th o u g h  a n  In v e n to r y  o f  S to c k  
h a s  b e e n  p re p a re d ,  p r ic e d  a t  C o st.
T h e  C o u r t  A p p ra is e r s  t a k e  u p  t h e i r  
d u t ie s  a t  A u g u s t  1 3 th , a t  w h ic h  t im e  
th e  R e c e iv e rs  ta k e  c h a rg e .
( a )  W h a t  p r o c e d u r e  w o u ld  y o u  o b ­
se rv e  in  th e  c o n d u c t  o f  y o u r  w o rk  a n d  
w h a t  F in a n c ia l  S ta te m e n ts  w o u ld  y o u  
th in k  n e c e s s a ry  to  p re p a r e ?
(b )  D escrib e  th e  ch a n g es  you  w ou ld
m a k e , i f  a n y , a s  b e tw e e n  th e  C o rp o ra ­
t io n ’s a c c o u n ts  a n d  th e  R e c e iv e r ’s a c ­
c o u n ts .
(c )  T h e  R e c e iv e rs  a r e  to  o p e ra te  th e  
b u s in e s s  fo r  a  p e r io d  o f  o n e  y e a r .  W h a t  
F in a n c ia l  S ta te m e n ts  w o u ld  y o u  p r e ­
p a re  a t  th e  e n d  o f  th e  p e r io d  to  sh o w  
th e  r e s u l ts  o f  t h e i r  o p e ra t io n s ?
11. A  m u tu a l  in s u r a n c e  c o m p a n y  h a s  
h e r e to f o r e  s u r c h a r g e d  to  i t s  p o lic y h o ld ­
e rs  p re m iu m  r a te s  10 p e r  c e n t  in  ex cess  
o f th e  r a te s  c h a rg e d  by  s to c k  c o m p a n ie s , 
a n d  p a id  d iv id e n d s  a t  th e  r a te  o f  30 
p e r  c e n t  o n  e a r n e d  p re m iu m s  a t  th e  ex­
p i r a t io n  o f  th e  p o lic ie s . I t  is  n o w  p ro ­
p o se d  to  c h a rg e  th e  sa m e  r a te s  a s  s to c k
c o m p a n ie s  a n d  r e d u c e  th e  d iv id e n d  to  
20 p e r  c e n t . Y o u  a r e  a s k e d  to  p r e p a r e :
( a )  S ta te m e n t  sh o w in g  th e  e ffec t th e  
p ro p o se d  c h a n g e  w o u ld  h a v e  o n  e a rn e d  
p re m iu m s  a n d  s u r p lu s  a c c o u n ts .
(b )  E n t r i e s  n e c e s s a ry  to  s e t  u p  th e  
l ia b i l i ty  to  p o lic y h o ld e rs  fo r  r e f u n d  o f 
th e  s u rc h a rg e .
Y o u r  in v e s t ig a t io n  d isc lo se s  t h a t  u n ­
e x p ire d  n e t  p re m iu m s  w r i t te n  a m o u n t  to  
$ 3 ,5 0 0 ,0 0 0 , th e  r e in s u r a n c e  r e s e rv e  a n d  
re s e rv e  f o r  lo sse s  $ 1 ,5 6 0 ,5 0 0  a n d  $ 3 1 5 ,-  
0 0 0 , re sp e c t iv e ly .  T h e  re s e rv e s  a re  c a l­
c u la te d  o n  th e  b a s is  o f th e  n e t  p r e ­
m iu m s  w r i t te n  a n d  th e  g e n e ra l  e x p en ses  
a r e  e s t im a te d  a t  $ 8 5 0 ,0 0 0 .
12. Y ou a re  g iv e n  th e  u n d e r n o te d  s ta te m e n t  to  re v ie w :
T H E  A . B . C. W O R S T E D  C O M PA N Y  S T A T E M E N T  O F  P R O F IT  A N D  LO SS 
F o r  t h e  Y e a r  E n d e d  D e c e m b e r  3 1 , 1 9 2 4
G ross sa le s  ............................................................................................................................... $1,898,696.58
L ess:
R e tu rn s  ........................................................................................  $180,466.70
A llow ances .................................................................................  8,914.84
O ut f r e ig h t  an d  e x p re s s .......................................................  4,535.70
T o ta l d ed u ctio n  fro m  s a le s .......................................  193,917,24
N et s a l e s ....................... ................................................................................. 1,704,779.34
C ost of goods so ld :
M a n u fa c tu r in g  c o s ts  fo r  y e a r  a s  d e ta ile d  on  p a g e ............ 1,655,401.20
D ed u ct d ecrease  in  f in ish ed  goods in v e n to ry  a t  D ecem ­
b e r  31, 1924 ..................................................................................... 75,428.75
N e t cost o f  goods s o ld ............................................................ 1,579,972.45
G ross p ro fit on s a le s ................................................................................  124,806.89
S e llin g  an d  A d m in is tra t iv e  E x p e n s e s ............................................ 208,619.24
N e t lo ss on sa le s  .....................................................................  83,812.35*
O th er incom e:
In te r e s t  .................................................................................................  2,242.68
C ash  d isc o u n ts  on p u r c h a s e s ..................................................... 5,385.76
R e n ts  ...................................................................................................... 3,380.45
B ad  d eb ts  reco v ered  .......................................................................  3,302.40
M isce llaneous ..................................................................................... 29.45
T o ta l o th e r  incom e ................................................................ .........................14,340.74
69,471.61*
O th er ex p en ses:
A m o rtiz a tio n  of bond  d isco u n t ................................................  6,820.00
In te re s t  .................................................................................................  23,277.42
In te re s t  on fu n d ed  d e b t ................................................................  31,000.00
C ash d isco u n ts  on s a l e s ................................................................  11,221.76
B ad D ebts ............................................................................................. 15,971.80
M isce llaneous ..................................................................................... 6.61
T o ta l o th e r  e x p e n s e s .............................................................. 88,297.59
157,769.20*
A d ju s tm en ts  of p r io r  y e a rs :
D educt a d d itio n a l F e d e ra l incom e tax , 1922.......................  225.46
157,994.66*
A dd: T re a su ry  D e p a r tm e n t a d ju s tm e n t of c la im  fo r 
A m o rtiz a tio n :
O rig in a l cost c la im ed  a n d  w r i t te n  off on b o o k s . . . .  25,651.18 
V alue  fo r  fu tu re  u se  a s  d e te rm in e d  by  th e  d e p a r t­
m e n t a n d  re s to red  to  p la n t  acco u n t on  b o o k s . . . .  10,015.75
A m o rtiz a tio n  a llow ed  by th e  d e p a r tm e n t ..................  15,635.43
A dd: A d ju s tm e n t of p r io r  y e a r  ex p en ses: L ia b ili ty  fo r
re n ta l  of B e lo it H o te l canceled  by  a g re e m e n t .............. 7,560.80
N e t lo ss fro m  o p e ra tio n s  of th e  y e a r .................................... *..........
* Loss.
S ta te  co n cise ly  a n y  c o rre c tio n s  w h ich  you w ou ld  m ak e in  th e  above s ta te m e n t a n d 
th e  re a so n  th e re fo r ,
23,196.2-3
134,798.43*
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W e d n e sd a y , N o v e m b e r  4 , 1 9 2 5
2 .00  to  4 .0 0  p . m .
1 3 . T h e  fo l lo w in g  is  a  t r i a l  b a la n c e  o f th e  B la n k  M a n u f a c tu r in g  C o m p an y  a s  o f 
t h e  c lo se  o f  i t s  fisca l y e a r  D e c e m b e r  31 , 1 9 2 4 . F r o m  th is  t r i a l  b a la n c e  a n d  th e  
a c c o m p a n y in g  d a ta ,  p r e p a r e  a  b a la n c e  s h e e t  a s  o f  D e c e m b e r 31, 1 9 2 4 , a n d  a  s t a te ­
m e n t  o f  P ro f i t  a n d  L o ss  f o r  th e  y e a r  e n d e d  t h a t  d a te :
T R IA L  B A L A N C E
C a p ita l S t o c k ................................................................................................................................ $100,000.00
S u rp lu s  ...........................................................................................................................................  132,330.00
L an d  ........................................................................................................................ $15,000.00
B u ild in g s  .............................................................................................................  125,000.00
M ach in ery  ............................................................................................................  165,000.00
R eserv e  fo r  D e p r e c ia t io n .............................................................................. ................... 70,000.00
C ash  in  b a n k s  a n d  on h a n d  .......................................................................  23,400.00
N o te s R ece iv ab le  ( c u rre n t)  .................................................. ....................  2,180.00
N otes P a y a b l e ..................................................................................................... ....................50,000.00
A ccounts R e c e iv a b le ................................................................................ .. 44,400.00
A cco u n ts P a y a b l e ............................................................................................. ....................10,000.00
M ortgage  on P l a n t ................................................................................................................75,000.00
A ccrued  W a g e s ................................................................................................. .....................5,000.00
A ccru ed  I n te r e s t  on  M o rtg ag e  ................................................................ .......................500.00
P re p a id  T ax es  a n d  W a te r  R e n t ................................................................  900.00
P rep a id  I n s u r a n c e ............................................................................................ 2,000.00
P re p a id  I n t e r e s t ...............................................................................................  600.00
P u rc h a ses— R aw  M a t e r i a l s .........................................................................  50,000.00
L abor ....................................................................................................................... 100,000.00
S a les .............................................................................................. ........................................... 370,000.00
M a n u fa c tu r in g  E x p en ses  ............................................................................. 90,000.00
S e llin g  E x p en ses  ..............................................................................................  35,000.00
A d m in is tra tiv e  E x p e n s e s ................................ ............................................  25,000.00
I n te re s t  R ece ived  ..................................................................................................................2,500.00
In te re s t  P a id  ......................................................................................................  7,000.00
D isco u n ts  on S a les  .......................................................................................... 6,000.00
F re ig h t  and  P o s tag e  on S a le s .....................................................................  1,000.00
R e b a te s  an d  A l lo w a n c e s .............................................................................. 6,000.00
Office F u r n i tu r e  an d  F i x t u r e s ................................................................... 650.00
P a t te r n s  and  D r a w i n g s ................................................................................  3,500.00
In v e n to ry , R aw  M a te r ia ls  J a n u a ry  1, 1924.......................................  28,200.00
In v e n to ry , F in ish e d  G oods J a n u a ry  1, 1924.......................................  50,000.00
In v e n to ry , Goods in  P ro cess  J a n u a ry  1, 1924................................... 34,500.00
815,330.00 815,330.00
R ese rv e  fo r  D e p rec ia tio n :    
3 p e r  c en t on  B u ild in g s.
10 p e r  c en t on M ach in ery .
In v e n to r ie s  a t  D ecem ber 31, 1924:
F in ish e d  Goods ........................................................................  $70,000.00
Goods in  P r o c e s s ..................................................................... 40,000.00
R aw  M a te r ia ls  .......................................................................... 30,000.00
14. F o r  b a n k  c r e d i t  p u rp o se s , y o u  a r e  
r e q u e s te d  to  p r e p a r e  a n  in v e n to ry  o f  
m e rc h a n d is e  o n  h a n d  a s  o f J u ly  13 ,
1 9 2 5 , o f  a  t r a d in g  c o m p a n y  h a n d lin g  
im p o r te d  a n d  d o m e s tic  p ro v is io n s .
T h e  in v e n to ry  is  to  b e  t a k e n  w i th o u t  
in te r r u p t io n  o f  th e  d a ily  b u s in e s s  a n d  
w ill  r e q u ir e  s ix  m e n  o n e  w e e k  to  sc h e d ­
u le .
W h a t  a r r a n g e m e n ts  w o u ld  y o u  m a k e  
to  c o n tro l  th e  ta k in g  o f  th e  in v e n to ry  
in  o r d e r  to  s a t i s f y  y o u r s e l f  a s  t o  i ts  
f in a l a c c u ra c y ?
15 . ( a )  U p o n  w h a t  p r in c ip le s  a r e  a l l  
b a la n c e  s h e e t  a u d i t s  b a se d ?
( b )  W h a t  a r e  th e  l im i ta t io n s ,  i f  a n y , 
o f  b a la n c e  s h e e t  a u d i ts ?
( c )  W h a t  a r e  th e  f i r s t  s te p s  w h ic h  
th e  a u d i to r  s h o u ld  t a k e  i n  b e g in n in g  
su c h  a n  a u d i t?
( d )  T o  w h a t  e x te n t ,  i f  a n y , s h o u ld  
a n  a u d i to r  g iv e  e ffe c t in  a  b a la n c e  s h e e t  
to  t r a n s a c t io n s  o r  d e v e lo p m e n ts  o c c u r­
r in g  s u b s e q u e n t  to  th e  d a te  o f  t h e  b a l­
a n c e  s h e e t?
16 . ( a )  D efine  a n d  g iv e  e x a m p le s  o f
( 1 )  T a n g ib le  A sse ts .
( 2 )  I n ta n g ib le  A sse ts .
( 3 )  F ix e d  A sse ts .
( 4 )  C u r r e n t  A sse ts .
( b )  I s  i t  p e rm is s ib le  to  in c lu d e  in ­
s ta lm e n t  a c c o u n ts  re c e iv a b le  a m o n g  c u r ­
r e n t  a s s e ts ?  G ive  r e a so n s .
17 . Y o u  a r e  c a lle d  u p o n  b y  a  b a n k e r  
c l ie n t  to  v e r ify  a  b a la n c e  s h e e t  a s  fo l­
lo w s:
X  M ER C A N T IL E  COM PANY  
A sse ts
C ash  .................................................  $5,000.00
A cco u n ts R e c e iv a b le ................  300.000.00
In v e n to ry  .......................................  390,000.00
D efe rred  C h a r g e s .......................  5,000.00
R e a l E s ta te  a n d  B u i ld in g s . . .  1,350,000.00
2,050,000.00 
S to c k
$330,000.00 
200,000.00 
110,000.00
1,400,000.00 
10,000.00
2,050,000.00 
Y o u  a re  a s k e d  to  v e r ify  t h e  c u r r e n t
a s s e ts  a n d  l ia b i l i t ie s  in  th e  u s u a l  m a n ­
n e r  a n d  to  v e r ify  th e  r e a l  e s ta te  a n d  
b u i ld in g s  b y  c o m p a r is o n  w ith  th e  b o o k  
e n tr ie s ,  th e  s a id  r e a l  e s ta te  a n d  b u i ld ­
in g s  h a v in g  b e e n  o r ig in a l ly  p a id  f o r  in  
c a p i ta l  s to c k . F r o m  y o u r  e x a m in a t io n  
y o u  fin d  t h a t  th e  c u r r e n t  a s s e ts  a n d  l ia ­
b i li t ie s  a r e  a s  s t a te d ,  t h a t  t h e  r e a l  
e s ta te  a n d  p l a n t  a r e  i n  a c c o rd a n c e  w ith  
t h e  p r ic e  p a id  t h e r e f o r  in  c a p i ta l  s to c k
a n d  t h a t  th e  d e p re c ia t io n  r e s e r v e  is  
r e a s o n a b le .  T h e  b a n k e r  a s k s  t h a t  y o u  
p r e p a r e  a  c e r t if ic a te  to  th e  e ffe c t t h a t  
th e  c u r r e n t  a s s e ts  h a v e  b e e n  d u ly  v e r i ­
fied  a n d  t h a t  th e  r e a l  e s ta te  a n d  p la n t  
a r e  in  a c c o rd a n c e  w ith  th e  b o o k  v a lu e .  
F r o m  y o u r  k n o w le d g e  o f g e n e r a l  b u s i­
n e s s  a n d  r e a l  e s ta te  c o n d it io n s ,  y o u  
k n o w  t h a t  th e  b o o k  v a lu e  o f  th e  b u i ld ­
in g s  a n d  r e a l  e s t a t e  is  v e ry  g r e a t ly  in  
ex cess  o f  a c tu a l  v a lu e s .  Y o u  a lso  k n o w  
t h a t  y o u r  c e r t if ic a te  is  to  b e  u se d  a s  th e  
b a s is  f o r  s e l l in g  a n  in c re a s e d  is s u e  of 
c a p i ta l  s to c k  a t  p a r  a n d  t h a t  i f  th e  
a c tu a l  v a lu e  o f  th e  b u i ld in g s  a n d  r e a l  
e s ta te  w a s  s u b s t i tu te d  f o r  th e  b o o k  
v a lu e  t h a t  a  la r g e  d e f ic it  w o u ld  be  
sh o w n , w h ic h  w o u ld  p ro b a b ly  m a k e  im ­
p o ss ib le  th e  s a le  o f  th e  c a p i ta l  s to c k .
Y o u  t a k e  th e  m a t t e r  u p  w i th  y o u r  
b a n k e r  c l ie n t  a n d  h e  s t a te s  t h a t  a l l  h e  
a s k s  y o u  to  do  is  to  c e r t if y  to  t h e  f a c t  
t h a t  th e  s a id  b u i ld in g s  a n d  r e a l  e s ta te  
a r e  in  a c c o rd a n c e  w ith  t h e  b o o k  v a lu e s  
a n d  th a t ,  w h ile  y o u  m a y  b e  a n  e x c e lle n t  
C e rtif ie d  P u b l ic  A c c o u n ta n t,  y o u  a r e  n o t  
a  q u a lif ie d  a p p r a i s e r  o r  r e a l  e s ta te  ex ­
p e r t .
W h a t  s h o u ld  y o u  d o  u n d e r  th e  c ir ­
c u m s ta n c e s ?  H a s  a  C e rtif ie d  P u b l ic  
A c c o u n ta n t  a n y  r e s p o n s ib i l i ty  to  h is  
c l ie n t  a n d  th e  p u b lic  a t  la r g e  o th e r  t h a n  
th e  d e te r m in a t io n  o f  th e  c o r re c tn e s s  o f  
b o o k  v a lu e s  o f  fixed  a s s e ts ,  a s s u m in g  
t h a t  p r o p e r  c o r p o ra te  a c t io n  h a s  b e e n  
t a k e n  in  a c q u i r in g  th e  s a id  a s s e ts ?
1 8 . T h e  X  C o m p an y , a  P e n n s y lv a n ia  
c o rp o ra t io n ,  m a n u f a c tu r in g  g la s s  b o t­
t le s ,  s u b m i ts  to  y o u  f o r  y o u r  re v ie w  
i t s  1 9 2 4  P e n n s y lv a n ia  c a p i ta l  s to c k  r e ­
p o r t .  T h e  r e p o r t  s t a te s  t h a t  a l l  o f  i t s  
a s s e ts  a r e  u se d  in  m a n u f a c tu r in g .
T h e  p r e s id e n t  o f  th e  c o m p a n y  in fo rm s  
y o u  t h a t  h e  w a n ts  to  be  s u r e  t h a t  i f  th e  
r e p o r t  is  filed  n o  c a p i ta l  s to c k  t a x  c a n  
b e  a s se s s e d . O n  p a g e  3, g e n e r a l  b a l ­
a n c e  s h e e t  o f  th e  r e p o r t ,  a r e  l is te d  a s  
a s s e ts ,  r e a l  e s t a te  a n d  b u i ld in g s ,  e q u ip ­
m e n t ,  r a w  m a te r ia ls ,  t r e a s u r y  b o n d s , 
t r e a s u r y  s to c k , s to c k  o f  fo re ig n  c o rp o ra ­
t io n s  t a k e n  to  s e c u re  a  b a d  d e b t  d a t ­
in g  b a c k  to  1 9 2 2 , a d v a n c e s  to  o th e r  
c o m p a n ie s , c a s h  a n d  c u r r e n t  a s s e ts ,  a n d  
C o m m o n w e a lth  o f  P e n n s y lv a n ia  r o a d  
b o n d s . I n  i t s  in c o m e  r e p o r t  i t  sh o w s , 
a m o n g  o th e r  u s u a l  i te m s  o f  in c o m e , in ­
t e r e s t  a n d  l ib e r ty  b o n d s , r e n ts ,  r o y a l­
t ie s  f ro m  p a te n ts ,  i n t e r e s t  o n  lo a n s ,  a n d  
d iv id e n d s .
W h a t  i te m s , i f  a n y , m u s t  b e  m o re  
fu l ly  e x p la in e d  o n  th e  r e p o r t  to  s e c u re  
a  fu l l  m a n u f a c tu r in g  e x e m p tio n ?  W h a t  
e x p la n a t io n , i f  a n y , w o u ld  y o u  g iv e  in  
o r d e r  to  a v o id  a n y  ta x ?
T h u rsd ay , N ovem b er  5 , 19 2 5
9 .0 0  A . M. to  1 .0 0  P . M.
E x p la n a tio n
T h e  a p p l ic a n t  i n  a n s w e r in g  th e  fo l­
lo w in g  q u e s t io n s  w il l  n o t  r e - w r i t e  th e  
q u e s t io n , b u t  f i r s t  s t a te  t h e  n u m b e r  o f
L ia b ilit ie s  a n d  C ap ita l
A c co u n ts  P a y a b le  ................
B ills  P ay ab le  ..............................
R e se rv e  fo r  D e p r e c i a t i o n . . . .
C a p ita l S to ck  ..............................
S u rp lu s  ............................................
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th e  question, then  follow the  sub­
division le tte r  w ith h is answ er to  th a t 
p a r t of the  question, as briefly as can 
be under the  circum stances.
1. Give an  example or illu stra tion  
of—
(a) Express contract.
(b) Im plied contract.
(c) Quasi contract.
(d ) Executed contract.
(e) Executory contract.
2. (a )  Define general partnersh ip  
and lim ited partnersh ip .
(b ) H as m em ber of general p a rtn e r­
ship au th o rity  to  bind th e  firm ?
(c) In  a  general way define m ethod 
of form ing lim ited partnersh ip .
(d ) W hat taxes, if  any, a re  payable 
to the  S ta te  upon form ation  of a  lim i­
ted  partnersh ip?
3. (a ) D istinguish between bank­
rup tcy  and insolvency.
(b ) Define vo lun tary  and  involuntary  
bankruptcy.
(c) If  A was ad jud ica ted  a  bank­
ru p t on Septem ber 1st, 1925, w hat ad ­
vantage, if  any, accrues to  A by v irtue  
of th e  o rder of ad jud ica tion  and  his 
final d ischarge?
(d ) W hat is the  s ta tu s  of B, a  credi­
to r  holding a  first m ortgage on rea l 
estate , dated  A pril 1st, 1923?
(e) W hat is the  s ta tu s  of C, a  credi­
to r  whose deb t was secured by judgm ent 
filed A ugust 1st, 1925?
(f)  W hat is th e  s ta tu s  of D’s claim 
fo r Ju ly , A ugust and  Septem ber ren t 
owing by the bankrup t?
(g ) W hat is th e  s ta tu s  of E ’s claim  
fo r invoice of m erchandise sold to the  
b an k ru p t and  unsecured?
(h ) W hich of the  above nam ed credi­
to rs  can vote in  the  selection of a tru s ­
tee?
4. (a ) Define and  give exam ples of 
corporations of the  first class and  cor­
porations of th e  second class.
(b ) Nam e th e  essential provisions in  
the  certificate for a  corporation  of the  
second class.
(c) W hat taxes, m oney or fees, a re  
payable to  th is  S tate  on th e  organiza­
tion  of corporations of the  second class?
5. Answer the  following questions by 
giving th e  days, m onths or years, w ith ­
out fu rth e r  com m ent;
(a ) How long does a judgm ent re ­
ta in  its  lien  upon rea l es tate?
(b) How long m ay a  m ortgage ru n  
u n til we have a presum ption of pay­
m ent?
(c) W hen is a common debt barred  
by th e  s ta tu te  of lim ita tions?
(d) W hat is th e  lim ita tion  for ac­
tions upon notes under seal?
(e) W h a t is th e  lim ita tion  for ac­
tions upon notes no t under seal?
(f)  W h a t is  the  g rea test tim e for 
w hich a paro l lease may be made?
(g) In  w hat tim e w ill open, adverse 
and notorious possession give legal title  
to rea l es ta te?
(h ) W ith in  w hat tim e a f te r  the  death  
of th e  ow ner is h is adm in is tra to r en­
titled  to  a  five per cent discount on the 
paym ent of inheritance taxes?
(i)  W ith in  w hat tim e may in h e ri­
tance tax  be paid a t face?
6. S tate  w hether the  following in ­
strum en ts a re  negotiable or non-negoti- 
able, and  s ta te  m anner of passing title  
to each.
NOTE: The answ er to each of the 
following questions should not exceed 
th ree  words.
(a) M ortgage.
(b ) Check.
(c) Check payable to bearer.
(d ) D raft w ith one or m ore endorse­
m ents.
(e) Judgm ent note.
(f)  P rom issory note.
(g ) Bailm ent.
(h ) Bill of sale.
(i)  A greem ent for the sale of land.
( j)  Due bill.
7. The following in strum en ts are  
commonly used as evidence of debts, to 
fix th e  tim e and term s of paym ent 
thereof o r to  secure th e  sam e:
1. M ortgage w ith  accom panying bond.
2. Judgm en t prom issory note.
3. P rom issory  note.
4. B ailm ent contract.
5. Due bill o r I. O. U.
Your answ ers to  the  following ques­
tions m ust be by giving th e  above num ­
ber o r num bers of th e  in strum en t w ith­
ou t com ment.
(a) I f  th e  debtor owned rea l estate, 
which four of th e  above nam ed in s tru ­
m ents w ould you p refer in  the o rder of 
your preference?
(b) If  th e  debtor owns personal 
p roperty  in  abundance and  th e  debt is 
for a sh o rt tim e, which two w ould you 
p refer in  th e  o rder of your preference?
(c) If  the  debtor owns no property  
except th e  personal p roperty  sold him  
and on which the  deb t arises, which 
four would you p refer in  th e  order of 
your preference?
(d ) If  th e  debtor has a defense 
aga inst the  creditor and the  creditor 
wishes to  tak e  a sharp  advantage of the 
debtor, which one w ill he probably se­
lect?
8. A, who was a  licensed rea l estate  
broker, b u t who was no t agen t for B, 
sold B’s hom e to  C. B carried  o u t the  
sale and  m ade deed fo r th e  property  to 
C and  accepted th e  purchase money.
Answer th e  following questions by 
“ Yes” or “No” w ithout com m ent:
(a) Can A recover a  commission 
from  B?
(b) Can A recover a commission 
from C if B refuses to pay him?
(c) Can A recover from  B if C has 
paid A $25.00 for finding him  a home 
which he is able to buy?
(d) If  A has been paid $25.00 by C 
as a com mission for showing him  a 
home th a t he could purchase and B not 
know ing th a t C had  paid A the  $25.00, 
pays A the  reg u la r commission of 
$150.00, can both B and C recover back 
the sum s paid A?
(e) I f  A can recover, how w ill the 
ra te  of h is com missions be determ ined?
9. A and B, h is wife, purchased a 
home and  took the  title  in  both th e ir  
nam es. This has become a very  com­
mon practice in  Pennsylvania. Assum­
ing th a t A and B have no o ther prop­
erty , answ er th e  following questions 
“Yes” or “No” w ithout com m ent:
(a ) Is  the  property  liable in an  ac­
tion a t law  fo r the  debt of either?
(b) Can it be m ortgaged and the 
money used for any purpose?
(c) Can A become su rety  on a bond 
or note?
(d ) Can both A and B become surety  
a t th e  bank  for C?
(e) Can A borrow  money upon his 
note?
(f) Can A and B borrow  money on 
th e ir  jo in t note to buy B a piano?
(g) If  A dies does the  S tate take in ­
heritance taxes?
(h) If  B dies, do her children, C 
and D, in h e rit a portion  of the  estate?
(i) Can A by deed or w ill dispose of 
his in te rest in  the  home?
10. A died Ja n u a ry  1st, 1925, pos­
sessed of personal p roperty  in  the 
am ount of $60,000.00. His debts and 
expenses of adm inistra tion , exclusive of 
S tate  taxes, w ere $10,000.00. He pro­
vided in  h is w ill th a t all the  legacies 
w ere to be paid a t face and  inheritance 
taxes should be paid ou t of the  residue 
of his estate. By his la s t w ill and te s ta ­
m ent dated  Novem ber 1st, 1924, he de­
vises $1,000.00 to the  X C hurch; $2,-
000.00 to  a cousin B; $4,000.00 to  his 
fa th e r C; $1,000.00 to his friend  D; 
$3,000.00 to his wife E, and the residue 
to be equally  divided between his two 
sons by a form er m arriage, F  and  G.
(a) E elects to  take under the  will 
bu t o therw ise insists on all her righ ts 
under the law, and F  and G as residuary  
legatees insist on getting  as large a por­
tion  of th e  esta te  as is possible under 
the law. Make d istribu tion  of the  es­
ta te  by giving the am ount of money 
paid to B, C, D, E, F , G, and X, and 
also the  inheritance taxes to  th e  S tate 
of Pennsylvania. Answer by giving the 
am ount in  figures w ithou t fu rth e r  com­
m ent.
(b) If A’s w ill had  been m ade on 
December 15th, 1924, w hat am ount 
would be added to  the  R esiduary  clause 
going to  F  and  G.
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(c) If  A and  B had  had  a son H,
born December 31st, 1924, w hat would 
H  receive?
(d) If  E elects to  tak e  aga inst th e  
will, and  F  and  G still assum e a  greedy 
a ttitude , w hat w ill E , F  and G each 
receive?
Annual M eeting at 
Richmond
(C ontinued from  page 55)
tered into a similar agreement with 
T. Coleman Andrews, to th a t en­
tered into w ith Mr. Pullen. I  will 
now call on Mr. Andrews because
I  think he has something to  give 
away. 
Mr. ANDREWS: W hat Mr. Raw­
lings has to say about Mr. Pullen 
and myself convinces me of some­
thing I  have known fo r some time. 
He is the most efficient liar I know.
I want to present the golf trophy 
to the winner w ith the low gross 
score, Mr. W. J. L. Patton, of Rich­
mond. Mr. E. A. Ford Barnes, of 
Pittsburgh, turned in the low net 
score. He left today, so the prize 
will be forwarded to  him.
Toastm aster RAWLINGS: I un­
derstand Mrs. Pride desires to say 
something a t th is time and I will 
appreciate i t  if Mr. Kimball will 
escort her up front where we can 
all see her.
Mrs. EDWIN PRIDE: Mr. Toast­
master, and Friends of the Rich­
mond Society: You may be justly 
called “friends” for I am sure the 
term  applies to  you, fo r you have 
proved yourself friends, indeed to 
the visiting ladies. In behalf of 
the visiting ladies, I am very happy 
to extend to you our heart-felt ap­
preciation for all the hospitality 
and the kindliness and courteous 
treatm ent which we have received 
a t your hands.
A t the beginning of the banquet 
you heard the guiding s ta r  referred 
to. Ju st before entering this hall 
a  s ta r  of some note, perhaps a 
shooting star, shot before me and 
waiving his finger in my face said, 
“I t  is up to you ladies to  thank the 
Richmond Society yourselves.” 
And, having agreed years ago to 
obey, I  stand here. 
I t  is, however, a very great pleas­
ure to  stand here, and I wish to 
again thank you from the depth of 
my heart. In order th a t each visit­
ing lady may express herself, I am 
going to ask them  to  rise a t th is 
time. This kindly entertainment, 
this visit, will never be forgotten.
Toastm aster RAWLINGS: I t  is
Zabelle & Golinko, Certified Pub­
lic Accountants, 205 W est Thirty- 
ninth Street, New York City, an­
nounce the admission into the firm 
of Joseph Schultz, C. P. A., effec­
tive January 1, 1926. Mr. Schultz 
has been associated with the firm 
for a number of years.
Smith, Lemmon & Co., Certified 
Public Accountants, announce the 
removal of the ir offices from the 
Lafayette Building to 1354 Buhl 
Building, Detroit, Mich.
Lewis W intermute, C. P. A., an­
nounces th a t he has admitted to 
partnership Claude A. Pauley and 
Robert W. Agler, under the firm 
name of Wintermute, Pauley & 
Agler, w ith offices as heretofore a t 
1519 Guardian Building, Cleveland, 
Ohio. Messrs. Pauley and Agler 
have both been associated with Mr. 
W intermute for several years.
Miller, Franklin, Basset & Com­
pany, Engineers and Accountants, 
of New York, announce the open­
ing by the ir Division of Public Ac­
counting of an office in the Union 
Bank Building, Pittsburgh, Pa., for 
the practice of public accounting 
under Mr. Thomas H. Thomas as 
Resident Manager.
Augustus S. Horn, Public Ac­
countant and Auditor, announces 
the removal of his offices to 721 
Main Street, Hartford, Conn.
Charles A. Appel, C. P. A., an­
nounces his resignation from the 
Income Tax Unit, Bureau of In­
ternal Revenue, and his association
getting late, so I am going to ask 
you all to  rise and join in singing 
“God Be W ith You T ill We Meet 
Again.”
The Smith-Hayes Orchestra, 
which rendered lively music during 
the banquet, also furnished music 
for the dancing which followed the 
banquet program.
with Koke & Bright, Cleveland 
and Washington.
Theodore Krohn, C. P. A., an­
nounces the removal of his offices 
to Suite 734 Prudential Building, 
763 Bond Street, Newark, N. J.
Carl F. Brand, C. P. A., an­
nounces the removal of his offices 
from Union Bank Building to 403 
Diamond Bank Building, P itts­
burgh, Pa.
Charles O. LaRue & Company, 
Certified Public Accountants, an­
nounce the removal of their offices 
to Suite 732 Standard Oil Building, 
Tenth and Hope Streets, Los An­
geles, Calif.
Cornell & Company, Certified 
Public Accountants, announce the 
opening of offices a t Parkersburg, 
W. Va., and M arietta, Ohio, under 
the direction of Forrest E. Vaughn, 
as resident manager.
Wayne Kendrick, C. P. A., and 
Lester A. P ra tt, C. P. A., announce 
the formation of a partnership for 
the general practice of accounting 
under the firm name Kendrick, 
P ra tt & Company, Certified Pub­
lic Accountants, Hibbs Building, 
Washington, D. C.
J. M. Cumming, C. P. A., and 
James Walton, C. P. A., announce 
th a t as of January 15, 1926, the 
firm of Cumming & Walton has 
been dissolved by mutual consent. 
Mr. Cumming will continue the 
practice of public accounting under 
the style of Cumming & Company, 
with offices in the Fulton Building, 
Pittsburgh, Pa., and Southern
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Building, Washington, D. C. Mr. 
Walton will continue the practice 
of law individually w ith offices in 
the Fulton Building, Pittsburgh, 
Pa.
Louis F. Tanner, C. P. A., an­
nounces the opening of offices a t 
205 Monongahela Building, Mor­
gantown, W. Va., for the practice 
of general accounting under the 
firm name of Tanner & Tanner.
H. A. Walburn, C. P. A., an­
nounces the opening of offices for 
the general practice of accountancy 
a t 2623 Westfield Avenue, Camden, 
N. J., under the firm name of Wal­
burn and Company, Certified Pub­
lic Accountants.
Thos. M. McIntyre, C. P. A., and
D. E. Short, Jr., C. P. A., of the 
firm of McIntyre & Short, an­
nounce the removal of the ir offices 
to 308-309 Cotton States Building, 
Nashville, Tenn.
R. M. Millett, C. P. A., and L. W. 
Dresser, of the firm of Millett & 
Dresser, announce the  admission 
as a partner of Frank B. F ish in 
the practice of public accounting 
and auditing under the  new firm 
name of Millett, F ish & Dresser, 
812-813 Chapman Building, Port­
land, Me.
Forrest E. Ferguson & Co., an­
nounce the  opening of an office a t 
618 Exchange National Bank 
Building, Olean, N. Y.
W. K. Cottrell, C. P. A., an­
nounces the opening of an office, 
January 11, 1926, for the practice 
of general accounting a t the 
fifth floor, Mid-Continent Building, 
Tulsa, Okla.
Geo. A. Einbecker, C. P. A., 
Thomas A. McCormick, C. P. A., 
and Fred F. Kegel, C. P. A., an­
nounce the consolidation of their 
respective practices as public ac­
countants under the firm name of 
Einbecker, McCormick and Kegel, 
Certified Public Accountants, with 
offices a t  525-527 F irs t Wisconsin
National Bank Building, Milwau­
kee, Wis.
Messrs. James A. Councilor and 
Knox B. Phagan, Certified Public 
Accountants, announce th a t they 
have purchased the interest of Mr. 
Edward Thompson in the firm of 
Councilor, Thompson & Phagan. 
The business will be continued un­
der the name of Councilor, Pha­
gan & Company, Woodward Build­
ing, Washington, D. C., and 25 
W est Forty-third Street, New 
York City.
Charles H. Petersen and Jesse 
R. Carter announce the formation 
of a partnership for general prac­
tice as Certified Public Account­
ants, under the firm name of Peter­
sen, Carter & Co., w ith offices in 
the Alaska Commercial Building, 
310 Sansome Street, San Fran­
cisco, Calif.
Announcement is made of the 
dissolution of the firm of Brenner 
& Burris, Certified Public Ac­
countants, New York City. Max­
well Brenner, C. P. A., will continue 
his practice on the fifth floor, Suite 
517-9, 19 West Forty-fourth 
Street, New York City, and S. 
George Burris, C. P. A., will con­
tinue his practice on the third 
floor, Suite 317-9, 19 W est Forty- 
fourth  Street, New York City.
W alter A. Coy & Co., Certified 
Public Accountants, announce the 
removal of the ir offices to 723 Na­
tional City Bank Building, Cleve­
land, Ohio.
Gordon E. Townsend, C. P. A., 
announces the opening of an office 
a t 301 Ward Building, Battle 
Creek, Mich., on February 1, 1926.
Chester M. Foss and Frank B. 
Fish, operating under the firm 
name of Chester M. Foss & Co., 
Portland, Me., announce a dissolu­
tion of partnership, effective De­
cember 31, 1925. Chester M. Foss, 
C. P. A., will continue the business 
as formerly, under the firm name 
of Chester M. Foss & Company,
with offices a t 806-7-8 Chapman 
Building, Portland, Me.
A rthur W right, C. P. A., an­
nounces th a t his address is now 
2015 Genesee Street, Utica, N. Y., 
his street number having been 
changed from No. 489 to No. 2015 
by the city authorities.
Alvin J. Benner and Wm. Mayors 
announce the formation of a p art­
nership under the firm name of 
Benner, Mayors & Company, Cer­
tified Public Accountants, 1528 Ar­
cade Building, St. Louis, Mo.
William H. James, C. P. A., has 
been admitted a partner of the 
firm of Peat, Marwick, Mitchell & 
Co. He will continue to make his 
headquarters a t the A tlanta office.
Mr. L. C. Matthews, of Atlanta, 
Ga., has been appointed Manager 
of the A tlanta office of Peat, Mar­
wick, Mitchell & Co.
David Berdon & Co., Certified 
Public Accountants, announce the 
removal of the ir offices to 1440 
Broadway, New York City.
John Edward Cooper, C. P. A., 
323 W est Street, Healdsburg, 
Calif., has established a branch 
office a t 32 N. E. Second Avenue, 
Miami, Fla.
Womack & Bansley, Certified 
Public Accountants, successors to 
Womack, H arper & Bansley, an­
nounce th a t James R. Harper, C. 
P. A., having retired, the business 
will be continued as heretofore un­
der the firm name of Womack & 
Bansley, 1131 Candler Building, 
Atlanta, Ga.
William E. Tierney, C. P. A., an­
nounces his resignation from the 
Income Tax Department, Bureau 
of Internal Revenue, and the open­
ing of offices for the general prac­
tice of accountancy in the Cregg 
Building, Suite 805, Lawrence, 
Mass., and in the Haverhill Na­
tional Bank Building, Room 209, 
Haverhill, Mass.
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The United States Board o f Tax Appeals’ Action 
In Its First Eleven Hundred Decisions Released
I N May of last year the w riter 
prepared an analysis of the 
first four hundred decisions pro­
mulgated by the United States 
Board of Tax Appeals, which 
analysis formed the basis of an 
article appearing in the June num­
ber of this magazine.
Since th a t time there has, as 
one would say, “much w ater gone 
over the dam.” The Board of Tax 
Appeals, a t th a t time more or less 
of an unknown quantity, has firm­
ly established its position in the 
Federal tax  field. I t  has worked 
under extreme pressure and the 
volume of its results has mounted 
to a point where they indicate 
clearly the need it  has so ably filled.
The labors of the Board and its 
accomplishments are best set forth  
by the following citation from  an 
address delivered by its  chairman, 
the Hon. J. Gilmer Korn er, before 
an assemblage of attorneys and ac­
countants interested in tax  m atters 
on the occasion of the annual open 
dinner meeting of the Buffalo 
Chapter of the  New York State 
Society of Certified Public Ac­
countants a t Buffalo, N. Y., on De­
cember 12, 1925. Mr. Korner’s 
statem ent a t this dinner w as:
“ The volum e of appeals coming to 
the  Board shows no signs of dim inish­
ing. Appeals are being filed a t the  
approxim ate ra te  of 255 per week. Up 
to the  close of business on November 
30 th  th e re  had  been filed 9,555 appeals. 
Of these there had been taken under 
subm ission and disposed of to the  same 
date, 4,123 appeals. T he average 
am ount involved in  each appeal filed is 
$15,894.93. On th is  basis the  to ta l 
deficiencies involved in  th e  appeals filed 
(9,555) am ount to $151,876,056.15, 
and on the same basis the number of 
appeals disposed of (4 ,123) aggregate 
$65,534,797.39. Com puted on the  basis 
of th e  tim e in  which the  B oard has been 
engaged in  hearing  and deciding cases, 
and elim inating  the  form ative period 
of th e  B oard’s existence, during  which 
appeals w ere no t com ing to issue in  
sufficient num bers to enable the Board 
to  h ea r and  decide cases in  any substan ­
tia l num ber, th e  average ou tpu t of the
By EDW ARD O. GRUEN, M. E., C. P . 
A., of P e rcival G. Bixby &  Co., B uf­
falo, N. Y. Form erly  Professor, 
Georgia In s titu te  of Technology, and 
A ssistan t P rofessor and H ead of 
School of Commerce, Oglethorpe 
University.
B oard is abou t $6,000,000 per m onth. 
I m ight observe here th a t th is  accom­
p lishm ent has been by d in t of g rea t 
labor and alm ost continuous w ork on 
the p a rt of the Board m embers, both 
by n igh t and by day— as well as holi­
days.”
The early decisions released by 
the Board of Tax Appeals were 
numbered serially, which practice 
it subsequently abandoned. Like­
wise, the early releases covered the 
Board’s action on all dismissals by 
motion, settlements by stipulation, 
etc. This practice has also been 
discontinued. Accordingly, the  de­
cisions of the Board as published 
in the various tax services do not 
include these, and therefore do not 
cover all of the Board’s work.
In the analysis of Tax Board de­
cisions appended hereto, the w riter 
has had recourse to the  Board of 
Tax Appeals and Federal Court 
Service of the Commerce Clearing 
House and the decision numbers 
referred to are the numbers there 
given. This analysis covers 
through mailing No. 2 of 1926 of 
this service, being the first eleven 
hundred decisions there set forth. 
W hat has been said of the Board 
of Tax Appeals’ discontinuing the 
issuance for general publication of 
its action on motions, etc., should 
be borne in mind in the considera­
tion of this data, but i t  is believed 
th a t the inclusion thereof would 
not materially alter the results set 
forth. Complete data will be avail­
able as soon as the first volume of 
Board of Tax Appeals’ decision is 
released by the Government P rin t­
ing Office, and these tabulations 
will then be revised to th a t basis.
Naturally, the  first question th a t 
comes to  mind in a review of the
Board’s actions is the  net results 
thereof. These are set fo rth  in 
Table A directly below:
Table A— A ction of th e  B oard
1 s t  401 1 s t 1100
Commissioner Sus­
tained .................  209=52% 578=53%
Commissioner Re­
versed ..................  67=17% 146=13%
Commissioner 
P artly  Reversed. 125=31% 376=34%
401 1100
For information and comparison, 
the results of the first four hun­
dred and one cases and of the first 
eleven hundred have both been set 
down here and in the tables fol­
lowing. I t  is interesting to  note 
th a t the results are, to all practical 
purposes, the same. If anything 
could be deduced from a  compari­
son of the two groups, i t  is th a t the 
Commissioner is sustaining slight­
ly fewer complete reversals, pos­
sibly due to  a better weeding out 
process in the the Solicitor’s office, 
yet this is almost completely off­
set by a larger percentage of par­
tial reversals. The net result, how­
ever, is th a t the Commissioner has 
been fully sustained in slightly over 
half of the appeals, completely re­
versed in 13 per cent thereof, and 
partially reversed in the remaining 
34 per cent.
The next point of interest is the 
appearances before the Board, 
given in Table B below:
Table B
Appearances B efore th e  B oard
1 s t 401 1 s t  1100
Attorneys ..............  239=60% 704=64%
C. P. A.’s .................  80=20% 209=19%
Attorney and
C. P. A ................... 9 =  2% 4 8 =  4%
Self ..........................  59=15% 9 4 =  9%
No Appearance___ 1 4 =  3% 4 5 =  4%
401 1100
The percentages in the two 
groups are practically the same. 
The decrease in the number of self­
appearances and the increase in 
the appearances of attorneys, and 
certified public accountants in com­
bination is, however, worthy of 
note. The certified public account­
ant continues to appear before the
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Board in practically 20 per cent of 
the appeals.
As to the results obtained by the 
two chief groups of practitioners 
before the Board, these are prac­
tically identical as the appended 
Tables C and D set fo r th :
Table C— R esults— A ttorneys
1 s t  401 1 s t 1100
Commissioner Sus­
tained .................  119—50% 353=50%
Commissioner Re­
versed .................  42=18% 104=15%
Commissioner 
Partly  Reversed. 78=32% 247=35%
239 704 
Table D—R esults— C. P . A.’s
1 s t 401 1 s t 1100
Commissioner Sus­
tained ..................  42=52% 116=55%
Commissioner Re­
versed .................  13=17% 19=10%
Commissioner
P artly  Reversed. 25=31% 74=35%
80 209
I t  is believed th a t the data here 
considered clearly sets forth  the 
need of the service rendered by a 
body such as the Board of Tax Ap­
peals. Its published decisions 
either partially or completely re­
verse the Commissioner’s actions 
in 47 per cent of the appeals. 
These 47 per cent involve millions 
of dollars in taxes and afford a 
tremendous financial relief to  those 
taxpayers who otherwise would 
need to have first paid these sums, 
and then sued in the courts for 
their recovery.
These figures, however, should 
not be construed to mean th a t the 
Commissioner prior to the exist­
ence of the Board of Tax Appeals 
was in error in a considerable per­
centage of his assessments, for 
prior to the creation of the Board 
there was in the Commissioner’s 
own office a body known as the 
Committee on Appeals and Review 
performing a like service. I t 
would be interesting if a tabulation 
could be made of the like data of 
th a t committee’s recommendations 
during its period of existence. 
T hat data, unfortunately, is not 
available, but i t  is the belief of 
those informed on the subject th a t 
the results would compare favor­
ably.
The Commissioner has always 
appreciated the need of an impar­
tial review of the work of the sev­
eral active sections of the Income 
Tax Unit, providing same as fa r  as 
possible in his own office until Con­
gress made it  the function of a 
separate, independent body. The 
history of th is review from the 
days of the old Advisory Tax 
Board, the first such body; the 
Committee on Appeals and Review, 
its successor; and now the Board 
of Tax Appeals presents a logical 
development of th is  service. There 
then comes to mind the question as 
to w hat the next step in th is de­
velopment will be—w hat will the 
new Revenue Act do with the 
Board of Tax Appeals?
Any comment on this subject is, 
of necessity, a t this time purely 
conjecture. The new Revenue Bill 
has a t th is w riting passed the 
House and is now under considera­
tion by the Senate. As passed by 
the House, i t  continues the Board 
with increased powers and possi­
bilities of service to the  taxpayer. 
The most im portant change there 
proposed is th a t perm itting Tax 
Board decisions to  go direct to the 
Circuit Courts of Appeal, doing 
away with necessity of suit in the 
District Courts and the building 
up there of a record identical with 
th a t established before the  Tax 
Board. Another im portant pro­
vision proposed is one giving the 
Board wider jurisdiction in tax  
m atters, making its  action not only 
a review of the Commissioner’s 
proposal to assess additional tax, 
but a review of the entire case 
wherever taxpayer and Commis­
sioner are unable to agree. This 
action will to a  large extent elimi­
nate the use of refund claims in 
tax  practice and expedite final set­
tlements. There are other sug­
gested changes, largely adminis­
trative, too numerous to mention. 
In summary, the trend of the legis­
lation now pending appears as an 
approval of the work of the Board 
by its  continuance, w ith more ade­
quate compensation to its mem­
bers and a wider power.
There has been some apprehen­
sion on the p art of the Certified 
Public Accountants th a t the new 
law would change the Board Into
a Federal Court which m ight auto­
matically bar them  from  appearing 
before th a t Board. The new law, 
in its  present form, proposes no 
such action, nor does such appear 
to be in contemplation. I t is be­
lieved th a t the Certified Public Ac­
countant has demonstrated his 
ability to appear in these actions 
and has won his recognition there.
COMMUNITY PROPERTY QUES­
TION SETTLED BY SUPREME
COURT OF UNITED STATES
On January 4, 1926, the Su­
preme Court of the United States 
handed down the community prop­
erty  decision in United States vs. 
Reuel D. Robbins, Jr., and Sadie M. 
Robbins, Executors of R. D. Rob­
bins. The unanimous opinion of 
the Court denied the righ t to file 
community property income tax  
returns.
The following paragraph from 
the decision is of general applica­
tion :
“ B ut the  question before us is w ith 
regard  to  the  pow er and  in te n t of the 
Revenue Act of F eb ruary  24, 1919, c.
18, T itle II, P a r t  II, Sections 210, 211; 
40 S tat. 1057, 1062. Even if we are 
w rong as to  the  law  of C alifornia and 
assum e th a t the  wife had  an  in te res t 
in  the  com m unity income th a t Congress 
could tax  if so m inded, it  does no t fol­
low th a t Congress could not tax  the 
husband fo r the  whole. A lthough re­
stric ted  in  the m a tte r of g ifts, etc., he 
alone has the  disposition of the  fund. 
He m ay spend i t  substan tia lly  as he 
chooses, and  if  he w astes i t  in  de­
bauchery th e  wife has no redress. See 
Garrozi v. D astas, 204 U. S. 64. His 
liab ility  for h is w ife’s support comes 
from  a different source and exists 
w hether the re  is com m unity property  
or not. T hat he may be taxed for 
such a fund seems to us to need no 
argum ent. The sam e and fu rth e r  con­
siderations lead to the  conclusion th a t 
i t  was in tended to  tax  him  for the  
whole. F o r no t only should he who has 
all the  power bear th e  burden, and 
no t only is the  husband the m ost ob­
vious ta rg e t for th e  shaft, bu t th e  fund 
taxed w hile liable to  be tak en  fo r his 
debts, is  no t liable to be tak en  for the 
w ife’s. Civil Code, section 167, so th a t 
the rem edy for h er fa ilu re  to pay m ight 
be h ard  to find. The reasons for hold­
ing him  are  a t  least as strong  as those 
for holding tru stees  in  th e  cases w here 
they are liable under the law. Section 
219, see Regulations 65, Art. 341.”
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F in a n c ia l 
H a n d b o o k
ROBERT H. MONTGOMERY, Editor
A u th o r o f “In co m e  T ax  P ro c e d u re ” and  of “A u d itin g  T h eo ry  a n d  P ra c tic e ” ; 
C o u n se lo r-a t-L aw ; C ertified  P u b lic  A cco u n ta n t; M em ber o f  th e  firm , L y ­
b rand , R oss B ros. & M ontgom ery ; P a s t  P res., A m erican  A ssn. of P u b lic  
A cco u n tan ts , an d  of N. Y. S ta te  Society  of C ertified  P u b lic  A cco u n tan ts .
A ssisted By 32 C ontribu ting  Specialists
H e r e , concentrated between two covers is more constantly 
useful information on practical financial management 
than you can get anywhere else in printed form regardless of 
price. This 1749-page volume gives you, arranged for quick 
reference, the substance of every aspect of handling the 
finances of a business.
Covers A ll Questions of Financial Management
The m atte rs w ith which the FINANCIAL HANDBOOK deals are 
those which come up daily  in the  operations of every company. Few 
if any questions of principle or detail, policy or w orking m ethod, can 
arise in  your w ork to which it w ill no t supply th e  basic da ta  fo r a 
ready, reliab le answer.
In  preparing  the  volume, whole pages of m ateria l have been com­
pressed into paragraphs. Form s and  tab les a re  freely  used. Even 
w ith th is carefu l condensation, the in form ation  given fills 1749 pages. 
The 65-page index contains over 7500 subject references, enabling 
you to  g e t  quickly all aspects of a question.
A Reference Volume of Tremendous Scope
The following lis t of sections— 34 in  all— w ill show you the  
am azingly wide field i t  covers:
F inancial S tatem ents and R eports; Budgets, M athem atics of 
F inance; F undam entals of Business Econom ics; C o n tro l o f  C urrent 
Operations; Capital S truc tu re  and Policies; F ixed C apital Expendi­
tu res; Control of Sales and Sales Expense; Business Law; Insurance 
P ro tection ; Types of Business O rganization.
Controlling Inventory  Investm ent; P urchasing ; C redits and  Col­
lections; Security  M arkets; “ Blue Sky” Laws; E xport and Im port 
P rocedure; Foreign  Exchange and  F inancing ; D ealings w ith E m bar­
rassed C reditors; R eal E sta te  T ransactions; Traffic M anagem ent; F ed­
eral Taxes; T ransporta tion  R ates.
T reasurer— Com ptroller— Secretary (Functions, Duties, e tc .) ; Ac­
counts and A udits; Cost D eterm ination; B anks and Their Uses; Profit- 
Sharing P lans; A bbreviations of Business Term s; F edera l R egulation 
of B usiness; Investing  Surplus F unds; Business S tatistics; F iduciary  
Relations; P urchase and Sales Term s.
Under Editorship of a Nationally Known Authority
No one cou ld  be b e t te r  qualified  to  e d it  such, a  H an d b o o k  th a n  
R o b e rt H. M ontgom ery . As a  c o n su ltin g  a cc o u n ta n t, a  m em b er o f th e  
firm  of L y b ran d , R oss B ros. & M ontgom ery, he  h a s  fo r  over 25 y e a rs  
p lay ed  a  p ro m in e n t p a r t  in  th e  financ ia l m a n a g em e n t o f h u n d re d s  of 
w ell k now n  com pan ies in ev ery  lin e  of b u sin e ss  a n d  in d u s try . T h e  r e su lts  
of th ese  y e a rs  of in tim a te  c o n ta c t an d  ex p erien ce  h e  h a s  d ra w n  upon 
fre e ly  in  e d itin g  th is  g re a t  w o rk .
In  i t s  p re p a ra tio n  h e  h a s  w o rk e d  o v e r a  p e rio d  o f tw o  y e a rs  w i th  a  
g ro u p  of 32 c o n tr ib u to rs  an d  ed ito rs , each  an  ab le  sp ec ia lis t, a r ra n g in g  
an d  re in fo rc in g  th e ir  m a te ria l.
W ill Be Sent Postpaid
A few  m in u te s  sp e n t each d a y  in  re a d in g  over th is  H a n d ­
book— in fac t, s im p ly  th e  c o n s ta n t u se  of i t—w ill in  a  s h o r t  
tim e  g ive  you th a t  g ra sp  of fin an c ia l m eth o d s an d  po lic ies 
w h ich  m ean  so m uch  to  y o u r b u sin ess  success.
T he p rice— $7.50— is a lm o s t in cred ib ly  low  fo r  so com ­
p le te  a  volum e. Send y o u r o rd e r now. T he H an d b o o k  w ill 
be m ailed  p o stp a id  and  you can  se n d  u s  y o u r  ch ec k  w ith in  
five d ay s a f te r  i t  re ach es  you. Or you can  r e tu rn  i t  if  i t  is 
n o t in ev ery  w ay  s a tis fa c to ry . U se th e  fo rm  a t  th e  r ig h t  NOW.
The Ronald Press Company
15 East 26th Street, New York, N. Y.
A ppreciative Com ments
T h e  trem en d o u s  dem and  fo r  th is  
n ew  vo lum e sh o w s u n m is ta k a b ly  
how  g re a t ly  su c h  a  p u b lic a tio n  w as  
needed. A cco u n tan ts , co rp o ra tio n  
officials, b a n k e rs , law y ers , c re d it  
m en— ex ecu tiv e s an d  m a n a g e rs  w ho 
h an d le  finances, re g a rd le s s  o f r a n k  
o r t i t le — a re  b u y in g  th e  volum e 
eag erly . A p p rec ia tiv e  com m ents, 
su c h  a s  th o se  below , a re  com ing  in  
b y  th e  score.
“C o n ta in s  m ore  u se fu l in fo rm a ­
tio n  r e g a rd in g  f in an c in g  a n d  a llied  
su b je c ts  th a n  a  w ho le  case  fu ll of 
books." — C. R. Snoke, A u lt & W i-  
b o rg  Co., N ew  Y ork.
“In  a  c la ss  b y  itse lf . T h e  e la b o r­
a te , y e t sim ple , m eth o d  o f in d ex in g  
m a k e s  i t  a  m o st sp eed y  re fe re n c e  fo r  
a n y  fin an c ia l p ro b lem .”— P. B. 
Schlub, G en’l A u d ito r, T he T im k en  
R o lle r  B e a r in g  C om pany, C anton , 
Ohio.
“W ould  n o t be w ith o u t  i t— it  p a id  
fo r  i ts e l f  by one re fe re n ce  sh o rtly  
a f te r  I  rece iv ed  it.”— C. J. M erriam , 
A sst. A u d ito r, U nion P acific  R . R. 
Co.. O m aha, N ebr.
“U n q u e stio n ab ly  a  h an d b o o k  o f 
p e c u lia r  excellence, fu l ly  w o r th  th e  
p rice .”—A. S. V an  B en th u y sen , 
A sst. T reas., P re s s  P u b . Co. (New 
Y o rk  W o rld ), N ew  Y ork.
“E p ito m izes  such  a  trem en d o u s 
a m o u n t o f u se fu l m a te r ia l  t h a t  i t  
is th e  o ne  book  I  keep  o n  m y  d esk  
fo r  re a d y  re fe ren ce ."—M. J . B eirn , 
A m erican  R a d ia to r  Com pany, B u f­
fa lo , N. Y.
1749  P a g e s  G ilt  E d g e s
F l e x ib le  B in d in g  $7 .50
USE  T H IS  O R D ER  FORM  .....................
T H E  R O N A L D  P R E S S  C O M P A N Y  
15  E a s t  2 6 th  S t r e e t ,  N e w  Y o r k
Send  m e p o s tp a id  a  copy of R o b e rt H. M ont­
g o m ery ’s F in a n c ia l  H a n d b o o k . W ith in  five d a y s  
a f te r  i t s  rece ip t, I  w ill send you $7.50, o r  re tu rn  
th e  book  to  you.
N am e .............. ..............................................................................
(P lease  p r in t)
B u sin ess A ddress ................................................. ...................
C ity  ............ ...........................S ta te  .....
F irm  .........................................P o s itio n
S ig n a tu re  ............. ....................................
(M63)
W H E N  A N S W E R IN G  ADVERT IS E ME N T S  M E N T IO N  T H E  C E R T I F IE D  P U B L IC  A C C O U N T A N T
64 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T February,
STATE SOCIETY NEWS
Connecticut
Arrangements for the special 
meeting of the Connecticut Society 
of Certified Public Accountants, 
which was scheduled to be held on 
January 8, 1926, were cancelled 
and no meeting was held on th a t 
date.
Maryland
The Maryland Association of 
Certified Public Accountants and 
the Public Accountants of Mary­
land held a joint meeting on De­
cember 8, 1925, a t  6.30, in  the 
ball room of the Southern Hotel 
Baltimore, Md.
Michigan
A regular quarterly meeting of 
the Michigan Association of Cer­
tified Public Accountants was held 
a t  the Hotel Statler, Detroit, Mich., 
on January 7, 1926. There was a 
representative attendance of mem­
bers of the association. The asso­
ciation had as guests fourteen of 
the  new Certified Public Account­
ants who secured the ir certificates 
a t the last Michigan examination 
in December, the first class to se­
cure certificates under the new 
Michigan Accountancy Law.
Mr. R. G. Rodkey, Associate Pro­
fessor of Banking a t  the Univer­
sity of Michigan, gave a very in­
teresting talk on the subject of 
“Investment Policy” dealing with 
the  study of investments in securi­
ties to secure yield, security, etc., 
and the relations of accountants to 
clients in such m atters.
As an expression of appreciation 
of services rendered Certified Pub­
lic Accountants, the Michigan As­
sociation and the accounting pro­
fession by Mr. Durand W. Springer 
in his untiring efforts and success­
ful accomplishment in raising the 
standards of the profession, Presi­
dent Wm. T. McConnell presented 
Mr. Springer with a handsome 
traveling bag, a Hamilton watch, 
and announced to Mr. Springer 
th a t arrangem ents had been made 
for a good radio set for Mr. and
Mrs. Springer. The expression of 
appreciation was made through the 
work of Mr. Frederic A. Tilton, 
who secured individual contribu­
tions from members of the associa­
tion.
Plans were discussed for holding 
a convention in the near fu ture of 
Certified Public Accountants and 
Public Accountants practicing in 
Michigan.
Oklahoma
The Oklahoma Society of Cer­
tified Public Accountants held its 
 regular meeting on October 24,
1925, in the Senate Lounge, Capi­
tol Building, Oklahoma City, Okla., 
President Robert E. G arnett pre­
siding.
Honorable Eugene P. Gum, Sec­
retary  of the Oklahoma Bankers’ 
Association, delivered a most in­
teresting and instructive address 
relative to conditions generally and 
banking especially. Mr. Homer C. 
Hammonds, Secretary of the Okla­
homa State Board of Accountancy, 
made a report relative to litigation 
in the State Courts wherein the 
Oklahoma Accountancy Law was 
held unconstitutional. His report 
was followed by a general discus­
sion. Plans were made for dis­
tributing five hundred copies of the 
Oklahoma Accountancy Law and 
the rules of the Oklahoma State 
Board of Accountants. Plans were 
also made for conducting an active 
educational campaign.
The following officers were elect­
ed for the  ensuing y ea r: President, 
C. F. Miller, C. P. A.; Secretary, 
Mack Porter, C. P. A .; Treasurer, 
W. J. Law, C. P. A .; Auditors, Bur­
ney R. Clack and Montgomery B. 
Stewart, C. P. A.'s ; Trustees, Rob­
ert E. Garnett, L. E. Cahill, Carl 
L. Rice, C. P. A.'s.
Pennsylvania
The regular business meeting of 
the  Pennsylvania Institu te of Cer­
tified Public Accountants was held 
on Monday evening, January 18,
1926, a t the City Club, 313 South 
Broad Street, Philadelphia. Din­
ner was served a t 6.30.
Honorable Thomas B. Donaldson, 
form er Insurance Commissioner of 
the Commonwealth of Pennsyl­
vania, was the speaker of the eve­
ning.
Among the business m atters 
transacted was the election of ap­
plicants to active membership.
Tennessee
The Tennessee Institute of Ac­
countants has published its  1925 
Yearbook. The book contains the 
Report of the President, the Re­
port of the Treasurer, the list of 
officers, committees and members, 
the Consitution and By-laws of the 
Institute and the Rules of Profes­
sional Conduct, which were 
adopted by the Institute on Sep­
tember 12, 1925.
ANNOUNCEMENT
Al G. Crockett and A rthur L. 
Ross, C. P. A., announce the forma­
tion of a  partnership under the 
firm name Crockett & Ross, Public 
Accountants, w ith offices a t  903 
Commerce Bldg., Kansas City, 
Missouri, and 715 Minnesota Ave., 
Kansas City, Kansas.
2 SERVICES IN 1 
I.T.I.
1. I. T. I. is  th e  only exhaus­
tive Index to Law, R egulations, 
R ulings, T. D.’s, and  C ourt Cases.
2. I. T. I. is  also  a  com plete In ­
dex to all the  Decisions of the 
B oard  of Tax Appeals.
1. P erm anen t Service (bound) 
for 1922, 1923, and  1924.
2 . Supplem ent Service to date—  
cum ulative form .
Com plete— easy— tim e-saving. 
T here isn ’t  a s ta te  w here I. T. I. 
is no t in use by accountants.
INCOME TAX INDEX SERVICE, INC.
9-15 C linton S t.. N ew ark, N. J .
A  Spare-T ime Law  Course  
fo r  A ccoun tan ts
M O D ER N  accou n tin g  p ractice, ow ­
in g  to  th e ever in creasin g  d e­
m ands o f c lien ts, h as d evelop ed  to  the 
p oin t w here a k n ow led ge o f law  and  
eq u ity  h as becom e o f param ount im ­
portance.
In addition, the rules of the U. S. Board 
of Tax Appeals have made it incumbent upon 
practitioners before the Board to present 
their cases as they would have to be pre­
sented before an ordinary court of law.
Hence it appears th a t the accountant, unless he 
w ants to employ qualified legal assistance, m ust 
equip him self w ith a knowledge of legal practice 
and procedure and the law of evidence if he is to 
handle properly  the work he is given to do.
A  R ec o g n ize d  L aw  C ourse
B ut w h ere  is th e  a c tiv e  and  e s tab lish ed  p ra c t it io n e r  
to g e t th e  a d d itio n a l k n o w led g e  of la w th a t  h a s  su d ­
d en ly  becom e so n ecessa ry ?  T he a n sw e r is found  in 
th e  B lack sto n e  L eg a l T ra in in g  C ourse and  Service 
w h ich  can  be fo llow ed  in sp a re  h o u rs  a t  th e  hom e 
or office.
H ead in g  th e  l is t  of c o n tr ib u to rs  to  th e  co u rse  a re  
C hief Ju s tic e  W illiam  H ow ard  T a f t  and  A ssoc ia te  
Ju s tic e  G eorge S u th e rla n d  of th e  U n ited  S ta te s  Su­
prem e C ourt, a b ly  seconded  by a  g ro u p  o f  60 re s id en t 
law  deans, p ro fesso rs , la w y e rs  and  s ta te  sup rem e 
co u rt ju d g es  of a lm o st equal prom inence.
M ore than. 50,000 p ro g re ss iv e  m en an d  w om en have 
en ro lled  fo r  th is  tra in in g , m any  of w hom  h av e  risen  
h ig h  in  th e  b u sin ess  w orld  and  in p o litica l, leg a l and  
ju d ic ia l life . G ra d u a te s  a re  p ra c tic in g  law  in every  
s ta te .
A u th o r ita tiv e  T rain ing
The I n s t i tu te  offers tw o sp lend id  la w  courses. One 
d e a ls  w ith  com m erc ia l law  ex clu siv e ly  w h ile  th e  o th e r 
( th e  G ra d u a te  C ourse) in ad d itio n  to  the  u su a l b u s i­
ness law  su b jec ts , a lso  c o v ers  th e  field of A d jective  
Law . T h is  course  h a s  he lped  th o u sa n d s  to  p re p a re  
fo r  th e  b a r  ex am in atio n s . G ra d u a te s  a re  a w ard ed  
th e  LL. B. D egree.
A m ong th e  su b je c ts  covered  in th e  G ra d u a te  C ourse 
a re  E vidence , P le ad in g  in  Civ il A ctions, P ra c tic e  in 
C ivil A ctions, E q u ity  P le a d in g  an d  P rac tice , In te r p r e ­
ta t io n  o f  S ta tu te s , C ourts— O rg an iza tio n , k in d s  and  
c lass ifica tion , B a n k ru p tc y , S ta te  and  M unicipal T a x a ­
tion , W ills , E s ta te s , R ea l P ro p e rty , T ru s ts , L an d lo rd  
an d  T e n a n t, C o rp ora tions, P a r tn e rs h ip s  and  45 o th e r 
sub jec ts .
C o m p le te  L aw  L ib ra ry  F urn ished
D elivered  com plete  a t  th e  tim e of en ro llm en t is a 
big, handsom e, 25-volum e lib ra ry , M o d ern  A m e r ic a n  
L aw , c ited  a s  “M. A. L.” by s ta te  su p rem e  c o u rts  and  
b y  th e  U n ited  S ta te s  D is tr ic t  C ourt. "M. A . L.” is th e  
on ly  n o n -re s id e n t te x t  ev er g iv en  th is  h o nor or reco g ­
n ition .
A p p r o v e d  B y  A cco u n ta n ts
T he B lac k sto n e  L eg a l T ra in in g  C ourse and  Service 
h a s  a lw ay s  ap p ea led  to  acc o u n ta n ts . Since th e  c re a ­
tio n  of th e  B oard  o f T ax  A ppeals, how ever, th ey  h ave  
been tu rn in g  to  th e  I n s t i tu te  in  c o n s ta n tly  in c re a s in g  
n u m bers, an d  i t  is to  be n o ted  th a t  th e  m a jo rity  of 
th em  a re  e s tab lish e d  p ra c t it io n e rs  w ho a lre ad y  po s­
sess th e  C. P. A. certifica te .
T y p ica l o f  th e  com m ents o f a cc o u n ta n ts  w ho have 
av a iled  th em se lv es of B lack sto n e  m a te ria l  and  se rv ice  
is  th e  fo llo w in g  from  Mr. R o b e rt B. Vollum , C. P . A., 
o f P h ilad e lp h ia , w ho  say s:
“A fte r  th ir ty  y e a rs  p ra c tic in g  th e  p ro fessio n  in 
in  th is  c ity , I  feel th a t  each  d ay  i t  becom es m ore 
v ita l  th a t  th e  p u b lic  a c c o u n ta n t sho u ld  g round  
h im self in th e  b asic  p rin c ip les  of law  if h e  hopes 
to  su ccess fu lly  m ee t th e  d em an d s of th e  p ro fe s ­
sion  a n d  p ro p e rly  se rv e  h is c lien ts . I t  is fo r  th a t  
reaso n  th a t  I have added y o u r  se t o f M od ern  
A m erican  L aw  (C ited  M. A. L .) to  m y lib ra ry .”
W rite  F or D e ta ils
T he com plete  s to ry  of B lac k s to n e  t ra in in g  is given 
in a n  a t t r a c t iv e  128-page book, T h e  L a w -T r a in e d  
M an . A copy w ill b e se n t f re e  upon  req u est. U se th e  
coupon below  o r  a d d re ss  a  p o s t c a rd  re q u e s t to Dept.
362, B lack sto n e  In s titu te , Inc., 4753 G rand  B oulevard , 
C hicago, I l l .
 Blackstone Institute, Inc.
 Dept. 362, 4753 G rand Blvd., Chicago, I l l .
 P lease send me by m ail and w ithout obligation 
a copy of your 128-page book, The Law Trained- 
Man, and details of your law course.
 Name ......................................................................................
 Position ..................................................................................
 Business
A d d r e s s .................................................... ...........................
 C i ty . .......................................... S ta te ...............................
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“ That man is 
w o r th le ss  who 
knows how to re­
ceive a favor, but 
not how to return
one.”
—P L A U T U S
DEVOTED TO THE INTERESTS OF THE C. P. A., HIS CLIENT, AND THE PUBLIC WELFARE
MARCH, 1926 20 CENTS THE COPY $2.00 PER YEAR
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C. P. A. LAW 
QUESTIONS
contained in the Exam i­
nations set by the Board 
of Exam iners of the 
American In stitu te  of 
A ccountants from  June 
1917 to May 1924—
with ANSWERS
By
John Laurence H urley, a . b ., l l . b . 
194 Questions and Answers 
Book Well Bound 
Price $2 delivered  
The Bentley Publishing Co.
921 Boylston S tree t Boston, Mass.
The Accountants’ Directory and W ho’s W ho
I T is  AN invaluable source of reference. I t shows
who is practicing, who is certified, who is a member
of the American Society of Certified Public Account­
ants and of the American  Institute of Accountants.
The entire list of 8,690 accountants was checked with 
the aid of State Boards, State Societies and the Ameri­
can Society of Certified Public Accountants.
It is divided into the following complete sections:
1. Geographical (by state and tow n).
2. Who’s Who Section with biographies of 3,428 Cer­
tified Public Accountants.
3. State Board lists of Certified Public Accountants 
by numbers.
4. State Board Members.
5. Officers of American Institute of Accountants.
6. Officers of American Society of Certified Public 
Accountants.
7. Alphabetical List of 8,690 names appearing in the 
volume.
“ It is,” says Alexander J. Shields, New York, “a won­
derful aid to the accountant.” A rthur W right, LL. M., 
C. P. A., of Utica, wrote, “A very fine book, well com­
piled and brought together as a reference book” ; and 
A. C. Upleger, C. P. A., of Waco, Tex., said, “This book 
is covering a long felt want and I would not be with­
out it.”
The Who’s Who section gives a biography of the men 
listed. Over two years were spent in compiling and 
checking this information. The Directory is hand­
somely and strongly bound.
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NUMBER 3
SOME THOUGHTS 
ON GRATITUDE
The author of our cover quota­
tion for this month is Plautus, the 
celebrated Roman dramatist, who 
was born about 254 B. C. The 
thought which he expresses has 
been echoed down through the rec­
ords of all philosophical writings. 
We give below a few quotations 
from the famous men of Greece 
speaking on this sublime moral 
quality:
“The worship most acceptable to 
God comes from a cheerful and 
thankful heart.”—Plutarch.
“For the feelings of men, when 
they are looking for a favor, are 
very different from those of the 
same men when they have suc­
ceeded in obtaining it.”—Diony­
sius.
“For it is in accordance with my 
principles to beliieve that he who 
receives a favor must retain a rec­
ollection of it for all time to come.” 
—Demosthenes.
“It is the characteristic of a 
magnanimous man to ask no fa v or,
or scarcely any, but to be ready to 
do kindness to others.”—Aristotle.
“I abhor the gratitude of friends 
that grow old, and those, too, who 
wish to share the prosperous gale, 
but forsake the bark in adverse 
storm.”—Euripides.
“For whoever knows to requite 
a favor, must be friend above all 
price.”—Sophocles.
“When recollection of a benefit 
melts from the thought, that man 
could never have been of generous 
birth.”—Sophocles.
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PIERCED EARS
I N the days of the ancient Jewish commonwealth, 
slaves could not be kept in bondage for a longer 
period than seven years. If at the time a slave was 
by law permitted to go free, and, for material benefits 
or otherwise, desired to remain in slavery, he was 
permitted to do so, but was marked by having the 
lobes of his ears pierced. The reason for th is was 
tha t the ears should have heard the call to freedom 
in such a manner th a t it would have been obeyed, 
and, as this was not the case, they were offending 
organs and should be marked for the rest of the man’s 
life. This is historical background for the cry of the 
prophets through all the ages who say, “Ye have 
ears and ye hear not.”
Today even in such a modern profession as tha t of 
accountancy, we have men with the tendencies of the 
pierced-ear slaves of old who refuse to hear the call 
for freedom. These men would slavishly cling to 
business methods and codes long outgrown and ac­
tual handicaps to progress. Because men in a cer­
tain profession have believed thus and so for many, 
many years, may have dulled the ears of a few and 
the pity of it is we cannot mark them as by piercing 
an ear lobe, so th a t the younger generation of ac­
countants can distinguish between those who heard 
and those who did not.
This w riter believes there are many calls to free­
dom from old shackles which will be voiced with in­
creasing frequency by the modern, up-to-date ac­
countant, and therefore, even though it be repetition 
of previous utterances, states th a t the b irth  and 
growth of this association was the result of such a 
call, and we must be careful th a t we do not permit 
our ears to become dulled and love of ease and dislike 
for changes to grow upon us. Therefore, issues tha t 
are subject to controversy among accountants, will, 
so fa r as possible, continue to reach, through the 
eye, in this case, the ears of this magazine.
The Duke of Wellington when he was a t the height 
of his power and a national hero, opposed the building
of railroads in England, because he said the common 
people would be able to move about so freely th a t it 
would be hard to control them.
FRANK WILBUR MAIN.
EXTENSION OF TIME GRANTED TO FILE 
INCOME-TAX RETURNS
As we go to press, February 26, 1926, we receive 
the following announcement of the Commissioner of 
Internal Revenue:
(a) To May 15, 1926, in the case of citizens or residents of 
the United States whose net income exceeds $5,000, and in 
the case of domestic corporations, provided tentative returns 
are filed on or before the due date required by law accompanied 
by one-fourth of the estimated am ount of tax. If the esti­
mated tax is less than shown to be due on the completed return  
the difference will bear in terest a t the  rate of 6 per cent per 
annum until paid.
(b) To June 15, 1926, in the case of American citizens re­
siding or traveling abroad, including persons in the m ilitary 
or naval service on duty outside the United States, and all 
other persons beyond the lim its of continental United States. 
This paragraph applies to taxpayers in  Alaska, Hawaii and 
other possessions of the United States. Tentative returns will 
not be required in this class of cases, but the returns m ust be 
accompanied by an affidavit explaining the cause of delay. In ­
terest will be charged a t  the ra te  of 6 per cent per annum from 
the due date of the tax until paid.
TAX SERVICES IN SECRETARY’S OFFICE
Through the courtesy of Commerce Clearing 
House, Corporation Trust Company, and Prentice- 
Hall, Inc., the following services have been placed in 
the office of the Secretary for the convenience of ac­
countants while in Washington:
Commerce Clearing House U. S. Board of Tax Appeals and 
Federal Court Service (1925-1926).
Commerce Clearing House Income Tax Service (1924-1925- 
1926).
Corporation T rust Co. Federal Tax Service (1924-1926).
Income Tax Index Federal Service (complete).
Prentice-Hall, Inc., Federal Tax Service (1924-1925-1926).
We wish to extend a very cordial invitation to all 
accountants who come to Washington on business to 
make use of these services. A desk has been pre­
pared for this purpose.
NEW MEMBERSHIP DIRECTORY
The Directory of the American Society of Certified 
Public Accountants, as of February 1, 1926, is now 
being distributed. The Directory lists the officers, 
directors, auditors, State representatives of the Soci­
ety, members of State Boards of Accountancy, the 
membership roster and Constitution and By-Laws of 
the Society. Our membership, as of th a t date, to­
taled 2,192.
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Illinois 1925 Accountancy Act Declared 
Unconstitutional
In the Suprem e Court of Illinois. Feb­
ru ary  Term, A. D. 1926. George E. 
Frazer, et al., A ppellants, vs. A. M. 
Shelton, as D irector of the D epart­
m ent of R egistra tion  and Education, 
S tate of Illinois, Appellee. Appeal 
from  C ircuit Court, Sangamon 
County.
OPINION OF TH E SUPREM E COURT 
RENDERED FEBRUARY 18, 1926
Mr. Justice Stone delivered the opin­
ion of the court:
A ppellants filed a bill against appel­
lee, as d irector of the D epartm ent of 
R egistration  and E ducation  of the S tate 
of Illinois, seeking to enjoin the en­
forcem ent of a certain  act re la ting  to 
the business of accounting, on the 
ground th a t the  act is unconstitu tional, 
unreasonable, and constitu tes an a rb i­
tra ry  and im proper exercise of the po­
lice power of the  State. Appellee de­
m urred to the  bill and the dem urrer 
was sustained. A ppellants having 
elected to abide the  bill the sam e was 
dism issed for w ant of equity. The 
cause is b rought here for review and 
various grounds of a ttack  on the con­
stitu tiona lity  of the act are assigned 
and argued.
The sta tu te s  attacked  are, first, an 
act en titled  “An act in re la tion  to the 
practice of public accountancy and to 
repeal a certain  act the re in  nam ed,” 
passed by the  leg isla ture in  1925 (Laws 
of 1925, p.. 505), and a com panion act 
am ending section 60 of an  act com­
monly known as the  Civil A dm inistra­
tive Code. (Laws of 1925, p. 577.) 
The a ttack  on the la tte r  act is based on 
the invalidity  of the  Accountancy act, 
against which the argum ents of coun­
sel are leveled.
The first section of the Accountancy 
act provides th a t a fte r the first day of 
October, 1925, it shall be unlaw ful for 
any person to practice or a ttem p t to 
practice as a public accountant or cer­
tified public accountan t w ithout a cer­
tificate of reg is tra tion  as such issued 
by the  D epartm ent of R egistra tion  and 
Education  pu rsuan t to the am endm ent 
of section 60 of the Civil A dm inistrative 
Code, hereinbefore referred  to. “P ub­
lic accountancy” is defined by section 2 
of the act as “accounting or auditing  
service as distinguished from  book­
keeping, on a fee basis, per diem or 
otherw ise, for m ore th an  one em­
ployer.” I t is provided by section 3 of 
the act th a t any citizen of the United
(For text of the Illinois Accountancy 
Law, 1925, see The Certified Public 
Accountant, August, 1925, page 47.)
Illinois Society of Certified Public 
A ccountants 
Secretary’s Office,
310 South Mich. Ave., 
Chicago, F ebruary  24, 1926. 
Mr. W ilbur L. H arrison, Secretary, 
A m erican Society of Certified 
Public A ccountants,
W oodward Building, W ashington.
Dear Mr. H arrison :
The litigation  seeking to annul the 
Illinois Accountancy Act of 1925 has 
been successful.
R e p u t a b l e  public accountants 
th roughou t the country  were dismayed 
by th e  passage of th is Act last sum m er. 
Its effect would have been to extend 
State recognition to persons claim ing to 
be accountants, w ithout requiring  them  
to m ake even a sem blance of a showing 
of th e ir  qualifications. Its  proposal 
seemed prom pted by a determ ination  
to lower professional standards.
To m eet the situation , the P resident 
of the Illinois Society of Certified P ub­
lic A ccountants appointed a Special 
Com mittee consisting of A rthu r A nder­
sen, chairm an, C. R. W hitw orth, George 
W. R ossetter, F. B. Andrews, and W. 
M. Le Clear.
The Com m ittee re ta ined  the law firms 
of Defrees, Buckingham  & E aton and 
Dodd, M atheny & Edm unds, who ad­
vised injunctive process against en­
forcem ent of the new Act. The in junc­
tion was refused by the lower court. 
The m atte r was then  taken  on appeal to 
the Suprem e Court of Illinois and there 
argued last December, w ith the resu lt 
th a t on F ebruary  18, 1926, the  Su­
prem e C ourt of Illinois rendered a de­
cision holding the new law unconstitu ­
tional and invalid. A copy of th is  de­
cision is enclosed herew ith and will 
doubtless be found of interest.
Yours very truly,
LEW IS ASHMAN,
Secretary.
States, or one who has declared his 
in ten tion  of becoming such, and who 
resides in  or has a place for the tra n ­
saction of business as a public account­
an t in  the S tate, if he be over the age 
of tw enty-one years, of good m oral 
character, has an  education equivalent 
to a four-year course in high school, 
and has received from  the D epartm ent
of R egistra tion  and Education, under 
the provisions of the act, a certificate 
of his qualifications to practice as a 
public accountant, shall be styled and 
known as a public accountant, “and no 
o ther person shall assum e such title  or 
use any abbreviation  thereof, or other 
words or le tte r signifying th a t the per­
son using the same is a public account­
ant, except as perm itted  by th is  ac t.” 
I t is also provided in th a t section th a t 
five years’ experience of the  applicant 
as a public accountant in  business for 
him self or in the employ of a public 
accountant shall be accepted as equiva­
len t to a high school education. Sec­
tion 4 provides th a t any person having 
the qualifications referred  to in  section
3, and who shall have received from  
the D epartm ent of R egistra tion  and 
Education, under the provisions of the 
act, a certificate of his qualifications to 
practice as a certified public account­
ant, shall be styled and known as a cer­
tified public accountant, and “ no other 
person shall assum e such title  or use 
the abbreviations ‘C. P. A.’ or any o ther 
words or le tte rs  signifying th a t the per­
son using the same is a certified public 
accountant, except as perm itted  by th is 
ac t.” It is m ade clear by these pro­
visions th a t one who has received from  
the D epartm ent of R egistra tion  and 
Education a certificate qualifying him 
to practice as a public accountan t is 
not entitled, under the act, to hold h im ­
self out as a certified public account­
an t or use the le tte rs “ C. P. A.” or any 
words or le tte rs of such significance, 
and th a t one who has not received a 
certificate provided for in these or sub­
sequent sections is not perm itted  to 
practice accountancy for more th an  one 
employer. Section 5 provides th a t the 
D epartm ent of R egistra tion  and E du­
cation shall m ake the necessary ru les 
and regula tions regard ing  exam inations 
and the tim e thereof. Section 6 speci­
fies the subjects on which exam inations 
shall be held. I t then provides: “ Each 
candidate who passes said exam ination 
shall thereupon receive a certificate of 
his qualifications to practice as a pub­
lic accountant from  the  departm ent, 
which certificate shall s ta te  th a t said 
candidate has successfully passed the 
exam ination in  order to be qualified 
and known as a ‘public accoun tan t’ and 
shall au thorize the said successful can­
didate to so style him self and to be 
know n as such.” S ec tion  7 fixes the 
fees for such exam ination. By section 
8 it is provided th a t those who shall
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have received a certificate as a certi­
fied public accountant from  the  Univer­
sity  of Illinois under th e  accountancy 
act of 1903 may practice under th is  law 
w ithout fu rth e r  exam ination. By sec­
tion  9 any person holding a valid  and 
unrevoked certificate as a certified pub­
lic accountan t issued by any o ther S tate 
or T errito ry  or by the  D istrict of Co­
lum bia who desires to practice as a 
certified public accountan t in  th is  S tate 
may presen t h is application for a certifi­
cate as a certified public accountan t in  
th is  S tate, toge ther w ith the  required  
fee and such in form ation  as the  depart­
m ent m ay consider necessary, and the 
departm ent, if i t  be satisfied th a t the 
requ irem en ts for a certificate in such 
o ther S tate or te rr ito ry  or in  the Dis­
tr ic t of Columbia a re  equivalent to 
those in  th is  S tate  and th a t  th e  appli­
cant has the  qualifications requ ired  of 
an  applican t in  th is  S tate, m ay issue a 
certificate as a certified public account­
an t to such applicant w ithout exam ina­
tion, provided such o ther S tate  or te r r i­
to ry  or the D istrict of Columbia extends 
a sim ilar privilege to  certified public 
accountants of th is  S tate. Section 10 
provides for the revocation of certifi­
cates issued under th is  ac t o r any prior 
act. I t  is provided by section 11 th a t 
nothing in  the  ac t shall proh ib it a cer­
tified public accountan t holding an  un­
revoked certificate issued in  com pliance 
w ith the law  of ano ther S tate, from  
practicing in  th is S tate  and styling him ­
self a  certified public accountant, pro­
vided he reg ister annually  w ith th e  de­
partm en t and  pay th e  annual license 
fee provided in  the  act. All who are  
perm itted  by th e  departm en t to  p rac­
tice as certified public accountants o r as 
public accountants are required  by sec­
tion  12  of the ac t to pay an  annual 
license fee of five dollars. By th is sec­
tion it  is m ade unlaw ful for any public 
accountan t under th is  ac t to  practice 
as such a f te r  ten  days from  the date on 
which such license fee is due. Certified 
public accountants do no t appear to  be 
m ade subject to  th is  penalty . Section 
13 is as follows: “ The D epartm ent of 
R egistra tion  and E ducation  shall waive 
the exam ination and issue a certificate 
to any person who is a citizen of the 
U nited S tates or has duly declared h is 
in ten tion  of becoming a citizen, who 
resides in  the  S ta te  of Illinois, and who 
applies the re fo r on or before October
1, 1925, perm itting  such person to prac­
tice as a  public accountan t: Provided, 
th a t such person, on Ju ly  1, 1925, shall 
be practicing  as a public accountant on 
h is own account, or shall have had five 
years’ experience in  th e  employ of 
e ither a certified public accountan t o r a 
public accoun tan t."  By section 14 i t  is 
provided th a t no th ing  in the  act shall 
be construed to prevent the employ-
m ent by a certified public accountan t or 
public accountant, or a firm of such, 
of unlicensed employees, provided such 
employees w ork under adequate con­
tro l and supervision of a certified public 
accountant or licensed public account­
an t, and provided th a t such employees 
do no t certify  to th e  accuracy of any 
aud it or sta tem en t m ade by them  or 
th e ir  em ployer. Section 15 provides 
the penalties for a  violation of the act, 
and section 16 provides th a t certified 
public accountants or public account­
an ts of o ther S tates m ay practice in 
th is Satte in  pursuance of any engage­
m ent o rig ina ting  from  w ithout th is  
S tate, provided such accountants reg­
is te r w ith th e  departm en t and pay the 
annual license fee. Section 17 repeals 
the  act of 1903 re la ting  to certified 
public accountants.
By the am endm ent of section 60 of 
the ac t known as the Civil A dm inistra­
tive Code it is provided th a t the De­
partm en t of R eg istra tion  and E duca­
tion shall designate a board of th ree 
persons for the purpose of assisting in 
the carry ing  out of the  act in rela tion  
to accountancy. I t  is provided th a t this 
board shall consist of one public ac­
countant, one certified public account­
an t and one lawyer, each of whom has 
been actively engaged in  the practice 
of public accountancy or of law for a t 
least five years next preceding his ap­
pointm ent. I t  is by th a t ac t m ade th e ir  
du ty  to conduct necessary investiga­
tions and exam inations and repo rt to 
the  departm ent.
Appellants contend th a t the  Account­
ancy ac t is unconstitu tional for the  re a ­
son th a t i t  violates section 22  of article  
4 of the  constitu tion , prohibiting 
special privileges, and the fourteen th  
am endm ent to the  C onstitution of the 
U nited States, in  th a t it denies equal 
protection  of th e  laws. I t  is also con­
tended th a t the  ac t is an unreasonable 
exercise of the police power.
In  support of the first contention it 
is pointed o u t th a t th e  act confers a 
special privilege on a lim ited class of 
persons, nam ely, those persons who on 
the  first of October, 1925, were holding 
certificates as certified public account­
ants, and those who under the  reci­
procity  provision in section 9 hold un­
revoked certificates as certified public 
accountants from  o ther S tates or such 
as a re  included in  section 1 1 , and th a t 
no o ther person m ay practice in  Illinois 
as a certified public accountan t and no 
citizen of the  S tate  m ay become such 
under the  act. If th is com plaint is well 
founded the act is invalid  as contra­
vening section 22 of artic le  4 of the  
constitu tion  of th is S tate, which pro­
vides: “The G eneral Assembly shall not 
pass local o r special laws * * * g ran ting  
to any corporation, association or indi-
vidual any special or exclusive privilege, 
im m unity or franchise w hatever.” An 
exam ination of the  act shows th a t no 
provision is m ade for licensing any citi­
zen of Illinois as a certified public ac­
countan t who was no t such a t the  tim e 
the ac t w ent into effect. The only pro­
vision for the  issuance of a certificate 
by the  D epartm ent of R egistra tion  and 
Education  in  case of exam ination, or to 
anyone a fte r October 1, 1925, o ther 
than  persons holding foreign certifi­
cates or certificates under the  act of 
1903, is found in  section 6 , w here i t  is 
provided th a t each candidate who 
passes the  exam ination shall receive a 
certificate of his qualifications to prac­
tice as a public accountant, and he shall 
be qualified and know n as a public ac­
countant. Section 4 of the  ac t provides 
th a t anyone who sha ll receive a  cer­
tificate of his qualifications to  practice 
as a certified public accountant under 
the act m ay be know n and styled as 
such, and no o ther person m ay assum e 
the title  o r use the  insignia thereof, 
e ither by words or le tte rs. U nder the 
act the only persons, o ther than  those 
holding foreign certificates, who may 
receive certificates as certified public 
accountants a re  those who w ere certi­
fied public accountants on October 1, 
1925. By section 3 any person who 
has received a certificate from  the  de­
p artm en t en titling  him  to practice as a 
public accountan t m ay be know n as 
such and no o ther person shall assume 
th a t title .
W hile the  exam inations provided for 
in section 6 take  no account of distinc­
tions between public accountants and 
certified public accountants, by section 
4 a  person who receives a  certificate 
as a  “ public accoun tan t” may no t hold 
him self ou t as a “ certified public ac­
coun tan t,” for, as we have seen, the 
language of th a t section is, “ no other 
person” shall assum e the title  or use 
the  insign ia of the  title  of certified pub­
lic accountant. The qualifications pre­
scribed by sections 3 and 4 of the  act 
for public accountant and certified pub­
lic accountant are  the sam e except the 
requ irem en t th a t th e  certificate of th e  
board be had, which in  section 3 is a 
certificate as public accountant and in 
section 4 a certificate as a  certified pub­
lic accountant. I t  appears clear, th e re ­
fore, th a t the ac t necessarily operates 
to the  advantage of the  few persons 
who held certificates as certified public 
accountants p rio r to October 1, 1925, 
and those holding such certificate from  
an outside S tate, and  discrim inates 
aga inst all o ther persons engaged in 
the  business of accountancy, none of 
whom can ever become a certified pub- 
lic accountan t in th is  S tate. An account­
a n t who is em ployed by m ore than  one 
employer , thereby under section 2 of
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the act practicing public accountancy, 
or one who is certified as a public ac­
countant who desires to take an exami­
nation and have issued to him a certifi­
cate showing that he is a certified pub­
lic accountant, finds in the act no means 
of accomplishing that end. The de­
partment is by the act given no au­
thority to issue any certificate except 
that of public accountant.
Appellee contends that there is no 
difference between a public accountant 
and a certified public accountant; that 
the law recognizes none, and that one 
who is, in fact, certified by the depart­
ment as a public accountant is, in effect, 
a certified public accountant. This con­
tention is not sustained by the language 
of the act. Section 4, as we have seen, 
prohibits the use of the term “certified 
public accountant” by any person who 
does not meet the description of a cer­
tified public accountant as given in the 
act, and there is no way in which he 
can do so. It w ill be also noted that 
throughout the act accountants appear 
to be classified as public accountants 
and certified public accountants. The 
companion act amending section 60 of 
the Civil Administrative Code specifies 
that the examining board shall consist 
of one public accountant, one certified 
public accountant and one lawyer. 
Throughout the history of the law in 
relation to accountancy in this and 
other States there runs a distinction 
between a public accountant and a cer­
tified public accountant. In this State, 
under the act of 1903 (Sm ith’s Stat. 
1925, chap. 1 1 0 ½ ), the opportunity to 
receive a certificate from the Univer­
sity of Illinois as a certified public ac­
countant, under the examinations pre­
scribed, was open to anyone. No one 
was denied the privilege of holding 
himself out as a public accountant. 
Legislation on this subject in this and 
other States indicates that there is in 
the public mind, and in legislation as 
well, a recognized distinction between 
a public accountant and a certified pub­
lic accountant. The act under consid­
eration here not only does not destroy 
that distinction, but, on the other hand, 
accentuates it. In the States of Louisi­
ana, Maryland, Michigan, North Caro­
lina and Tennessee acts have been 
passed providing for the registration of 
accountants, both as certified public 
accountants and as public accountants. 
In none of these States except Tennes­
see is one prohibited from practicing 
accountancy, but the certificate as cer­
tified public accountant is by the act 
taken as evidence of investigation and 
certification of certain qualifications 
which are not so signified by the cer­
tificate as public accountant. No one 
in the four States mentioned is denied 
the right to do accounting for as many
persons as will employ him. Numerous 
States have likewise provided that cer­
tain audits and investigations shall be 
made by certified public accountants. 
In Massachusetts the legislature in 1921 
passed an act authorizing certified pub­
lic accountants, approved by the State 
Commissioner of Banks, to make audits 
of savings banks. (Mass. Gen. Laws 
of 1921, chap. 168, sec. 17.) In Penn­
sylvania it is provided that certain 
school districts may employ certified 
public accountants to audit their books. 
(Pa. Laws of 1925, secs. 2603, 2523.) 
In Michigan, finance companies operat­
ing under declarations of trust are re­
quired to be examined by the State 
Banking Commissioner, who is in turn 
authorized to accept the report and 
audit of a certified public accountant 
in place of such examination. (Mich. 
Pub. Acts of 1925, p. 461.)
Accounting, or auditing, by reason of 
very great increase in industrial de­
velopment, has become a vocation of 
increasing importance. In addition to 
its many uses in a commercial way 
those uses have increased under vari­
ous laws concerning municipalities and 
through the taxing provisions of State 
and Federal laws. In 1924 Congress 
created the United States Board of Tax 
Appeals, authorized to adopt rules per­
taining to the conduct of its business. 
An examination of those rules discloses 
that the only accountants authorized to 
appear and practice before those boards 
are certified public accountants. From  
a consideration of these various laws 
and the usages commonly known to all 
engaged in such business as requires 
the services of an accountant, it must 
be said that there is in the public 
mind a marked distinction to be drawn 
between a public accountant and a cer­
tified public accountant, and it is evi­
dent that the act under consideration 
here does not tend to destroy such dis­
tinction. That distinction, together 
with the fact that under this act no 
citizen of Illinois not now a certified 
public accountant can become such, 
clearly demonstrates a special privilege 
accorded to those who are allowed to 
hold themselves out as certified public 
accountants and a discrimination 
against those who are not allowed so to 
do or to become certified public ac­
countants. This discrimination is not 
founded on any reasonable basic classi­
fication.
There is another unreasonable dis­
crimination appearing in the act. By 
section 13, as we have seen, examina­
tions are waived and certificates must 
be issued to any person who is a citizen 
of the United States or has duly de­
clared his intention to become such, 
who resides in this State and who ap­
plies, on or before October 1, 1925, for
a certificate permitting him to practice 
as a public accountant, provided such 
person shall on July 1, 1925, be practic­
ing as a public accountant on his own 
account or shall have had five years’ 
experience in the employ of either a 
certified public accountant or a public 
accountant. By this act, one who on 
June 30, 1925, commences practicing 
as a public accountant on his own ac­
count may register as such on or before 
October 1, 1925, because he was prac­
ticing as a public accountant on his 
own account on July 1, 1925, and this 
though he shall have had no previous 
experience, while one who has had four 
years and eleven months’ experience 
in the employ of either a certified pub­
lic accountant or a public accountant 
can not receive a certificate as public 
accountant without examination. There 
is no reasonable basis for the discrimi­
nation between such two person. W hile 
a statute intended to be prospective 
may provide that it shall not apply to 
those already in the occupation to be 
licensed, under conditions named, (Peo­
ple. v. Logan, 284 I ll. 83; People v. 
Evans, 247 id. 547; W illiams v. People, 
121  id. 84;) such exemption must be 
made to apply, equally to all sim­
ilarly situated. Again, by section 9 
of the act a person holding a certificate 
as a certified public accountant of an­
other State or Territory who desires to 
be registered and receive a certificate 
as a certified public accountant of this 
State must pay the sum of $25, and if 
he would escape examination he must 
satisfy the department that the State 
issuing the certificate to him has re­
quirements equal to those of this State 
and that the applicant is qualified to 
that extent, though under section 11 
one who holds a certificate of certified 
public accountant of another State or 
territory may come into this State and 
practice by registering and paying the 
annual license fee of $5. So far as 
the provisions of the act are concerned, 
he may move into the State and con­
tinue his business as a certified public 
accountant without the certificate of 
the department that he is qualified as 
such and without inquiry on its part as 
to the requirements of the State issu­
ing the certificate to him. It is  thus 
seen that in the second case a certified 
public accountant under a foreign cer­
tificate, merely by registering and pay­
ing the annual fee, has all the benefits 
of the act that would flow to such cer­
tified public accountant who desires to 
have or has the certificate of the de­
partment of this State. Again, by sec­
tion 12 public accountants are subject 
to a penalty should they practice when 
their annual license fee is ten days 
overdue, though no such penalty is im­
posed on certified public accountants.
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A sta tu te  can not be sustained which 
applies to some persons or cases and 
does not apply to all persons and cases 
not essentially different in  kind. Josm a 
v. W estern Steel Car Co., 249 I l l . 508; 
Off & Co. v. M orehead, 235 id. 40; 
Braceville Coal Co. v. People, 147 id. 
6 6 ; F ro re r v. People, 141 id. 171; Mil- 
le tt v. People, 117 id. 294.
A nother question is raised. I t  is ob­
jected th a t the act is an unreasonable 
exercise of the police power. The term  
“police pow er” com prehends the power 
to m ake and enforce all wholesome and 
reasonable laws and regulations neces­
sary  to m aintain  the  public health , 
com fort, safety and welfare. Section 
1 of article  2 of the constitu tion  pro­
vides: “All men are by n a tu re  free and 
independent, and have certain  inheren t 
and inalienable righ ts— am ong these 
are life, liberty, and the pu rsu it of hap­
piness.” The rig h t to follow any of the 
common occupations of life is an  in ­
alienable righ t. T hat r ig h t is one of 
the blessings of liberty, and is accorded 
as a privilege to the citizens of the 
United States by the pream ble to the 
Federal Constitution, and by the Decla­
ra tion  of Independence, under the lan ­
guage, “p u rsu it of happiness.” The 
rig h t of a citizen to pursue ord inary  
trades or callings upon equal term s 
w ith all o ther persons sim ilarly  situated  
is a p a rt of his r ig h t to liberty  and 
property. (Bessette v. People, 193 
I ll . 334; Allgeyer v. Louisiana, 165 U.
S. 578; Powell v. Pennsylvania, 127 id. 
678.) “ L iberty ,” as used in the Con­
stitu tion , em braces the free use by all 
citizens of th e ir  powers and faculties, 
sub ject only to the res tra in ts  necessary 
to secure the common w elfare. The 
rig h t to contract is both a liberty  and 
a property  righ t. (F ro re r v. People, 
supra; Braceville Coal Co. v. People, 
supra.) I t is, of course, well estab­
lished th a t the rig h t to liberty, prop­
erty  and the p u rsu it of happiness is 
sub ject to the reasonable exercise o f  the 
police power of th e  States. The end to 
be secured by the  exercise of the police 
power is the fu rtherance of the public 
health , com fort, safety  or w elfare, and 
unless an act restric ting  the  ordinary  
occupations of the citizen can be shown 
to fall w ith in  the police power such act 
is void, as violating the  r ig h t of the 
citizen to liberty  and the  p u rsu it of hap­
piness. W hether or no t the  regulation  
of an  occupation has in  it the  elem ents 
of protection  to the public health , com­
fort, safety or w elfare is a m atte r not 
always easy to determ ine. The ques­
tion is here presented. Does the busi­
ness of accounting affect the  public 
health , com fort, safety or w elfare? Un­
less it does its  restric tion  is not per­
m itted  under the C onstitution. I t  is 
readily  seen th a t the  profession of law,
by reason of its  influence on the safety 
of the righ ts of property  and liberty, 
does affect the public w elfare; th a t the 
science of medicine, surgery  and other 
trea tm en t of hum an ills or the preven­
tion of disease d irectly  affects the pub­
lic hea lth ; and th a t the m anner of con­
struction  of buildings may well be said 
to affect the public safety. W hat is 
there in the business of accounting 
upon which the exercise of the police 
power may be based? Any act of ac­
counting, as distinguished from  book­
keeping, when for m ore th a n  one em­
ployer, is deemed by th is act to be pub­
lic accounting and m ay not be engaged 
in w ithout the  prescribed certificate. 
The s ta tu te  in th is case is not lim ited 
to those who would do an  accounting 
business w ith m unicipalities or other 
public agencies, therefo re the necessity 
for police regula tion  m ust appear, if 
a t all, by reason of the relationship  of 
an accountan t to private business con­
cerns by which he is employed and 
thereby to the public w elfare. An “ ac­
coun tan t,” as th a t term  is defined by 
s tandard  lexicographers, is one who is 
skilled in, keeps or ad ju st accounts. 
A ccounting is defined as the  act or sys­
tem  of m aking up or sta ting  accounts. 
I t is readily  seen th a t an incom petent 
accountant may render an  inaccurate 
repo rt and cause his em ployer to m ake 
a business error. This creates no ef­
fect upon the public, however, unless 
the rela tionsh ip  existing between the 
public w elfare and the  private  business 
so affected is so close as to  establish 
th a t influence. A ssum ing th a t an  aud it 
shows a business failure, such failure, 
while by no m eans desirable, does not 
ord inarily  affect the public w elfare, and 
if it did, it  is no t the  w ork of the ac­
countan t but the condition of the busi­
ness th a t bears such influence. In  or­
der to  say th a t p rivate business m ust, in 
the in te rest of public w elfare, employ 
one certified by th e  State, it  m ust ap­
pear th a t the effect of an  aud it of th a t 
business is a m atte r of public w elfare 
and not of p rivate concern. If it is the 
la tte r, the aud it has no elem ent of pub­
lic w elfare in it, and a law prohibiting  
or licensing the business of one who 
m akes such aud it is but an  unw ar­
ran ted  regulation  of private business 
and the r ig h t to contract. To say th a t 
p rivate business m ust subm it to an  
aud it on sta ted  occasions goes no 
fu rthe r, in principle, th an  to say th a t 
p rivate business may not employ whom 
it  chooses to m ake such audit. W hile 
restric tions of such a character a re  im ­
posed upon public u tility  corporations 
by reason of th e  in te rest of the public 
therein , no law, so far as we are ad­
vised, has gone to the  extent of a t­
tem pting to so regulate purely private 
business. The business of accounting
for p rivate em ployers has in  it none of 
the elem ents of a public utility . Laws 
passed by various S tates on th is subject 
have authorized the conferring of de­
grees upon accountants who pass an ex­
am ination or have provided for the is­
suance of certificates of qualification. 
These laws have been passed in  the 
in te rest of those engaged in the  busi­
ness and for th e ir  protection and ad­
vantage ra th e r  th an  in the in te rest of 
the public welfare.
Counsel for appellee have cited cases 
which hold th a t the accountancy acts 
considered therein  are  valid. The acts 
referred  to in  those cases, however, con­
tained no provision prohib iting  any citi­
zen following the business of an  ac­
countan t though employed by more 
than  one employer. They are  acts which 
regu la te  the use of the term  “public 
accoun tan t” or “ certified public ac­
coun tan t.” Section 1 of the act under 
consideration here m akes i t  unlaw ful 
for one who has not been certified by 
th e  D epartm ent o f R eg istra tion  and 
Education  to practice the  business of 
accountancy, which section 2 defines as 
such em ploym ent by m ore than  one em ­
ployer.
In  People v. Marlow, 203 N. Y. Supp. 
474, a law prohib iting  the use of the 
degree or title  of certified public ac­
countant, or “ C. P. A.,” by one who had 
not obtained a certificate from  a desig­
nated  board was sustained on the 
■ground th a t public accountancy is a 
well recognized business, and th a t the 
following of th a t business was not by 
the act m ade to depend upon the issu­
ance of a license or special qualification, 
but the s ta tu te  prohibited  the  use of 
such title  or degree w ithout the  cer­
tificate of the  board.
In H enry v. State, 97 Tex. Crim. 67, 
260 S. W. 190, H enry was prosecuted 
for holding him self ou t as a holder of a 
degree as a certified public accountant 
and using the  in itials “ C. P. A .,” 
though a s ta tu te  of th a t S tate pro­
hibited the  use of such te rm  w ithout 
proper certificate. The law was sus­
tained, and the court sta ted  th a t the  
act was not invalid since it  did not 
inh ib it the p u rsu it of the  occupation of 
accountant bu t only the unauthorized 
use of the  term  “ certified public ac­
coun tan t” or the  le tte rs  “ C. P. A .”
In Lehm ann v. S tate  Board of Public 
Accountancy, 208 Ala. 195, 94 So. 94, 
a law requ iring  a certificate of a desig­
nated  board as a prerequisite  to the use 
of the term  “ certified public account­
a n t” or the le tte rs  “ C. P. A .” was held 
valid because the restric tion  was w ith 
reference to th e  accoun tan t holding 
him self ou t as a certified public ac­
countant, and it is pointed ou t th a t the  
act did no t p roh ib it any citizen from  
following the  vocation of an  accountant.
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To the same effect is S tate v. De Verges, 
153 La. 349, 95 S. E. 805.
Counsel have cited no case, and we 
are aw are of none, which holds valid an 
act which prohibits a citizen following 
the occupation of accountan t o r lim its 
his em ploym ent to one person or firm 
unless he have a certificate. In S tate 
v. Riedell, 233 Pac. (Okla.) 684, a law 
sim ilar to the one under consideration 
here was held invalid as not w ithin the 
police power in so far as it prevented 
the practice of accountancy w ithout a 
certificate of a board created by the act. 
An act designed to secure the com fort, 
safety, or w elfare of the public m ust 
appear to be adapted  to th a t end. It 
can not invade the righ ts of personal 
liberty  or of p roperty  under the guise 
of police regulation , when, in  fact, it 
bears no reasonable rela tion  to some 
purpose w ithin the power of the State. 
Burdensom e restric tions may not be 
imposed on the ord inary  vocations of 
the citizen unless such restric tions are 
necessary in the fu rthe rance  of some 
purpose w ithin the com petency of the 
State. People v. Love, 298 I ll . 304; 
People v. Steele, 231 id. 340; Ritchie 
v. People, 155 id. 98; Meyer v. Ne­
braska, 262 U. S. 399; P ierce v. Sisters 
of Holy Name, advance opinions U. S. 
Ju ly  1, 1925, p. 6 8 8 .
We do not say th a t it  is beyond the 
power of the General Assembly to enact 
a s ta tu te  requ iring  th a t no one shall 
use the term  “ certified public account­
a n t” or the term  “ public accoun tan t” 
w ithout having m et the  requirem ents 
of such an act. Such a provision may 
well be w ith in  the power of the legis­
la tu re  on the ground th a t it is to the 
public in te rest th a t no one shall use a 
term  indicating th a t he has been ex­
am ined and certified as an accountant 
when such is not the fact. Of such 
character was the  Accountancy act of 
1903, herein  referred  to. By section 6 
of th a t act anyone who represented  
him self to the public as having received 
the certificate provided by the act, or 
who m ade use of the term  “ certified 
public accoun tan t” or its abbreviation, 
was declared guilty  of a m isdem eanor. 
Such is a m isrepresen tation  which the 
leg islature may prevent by s ta tu te . 
There is, as we view it, however, a wide 
difference between a c ts  of such char­
acter and one which provides th a t no 
one who has no t received a certificate 
as public accountant from  the D epart­
m ent of R egistra tion  and E ducation 
shall be allowed to work a t the business 
or occupation of accountancy for more 
than  one person. Such an  act does not 
spring from  a dem and for the  protec­
tion of the  public w elfare, bu t is an un­
w arran ted  regu la tion  of p rivate busi­
ness and the r ig h t of the citizen to p u r­
sue the ord inary  occupations of life.
For these reasons it was e rro r to sus­
tain  the dem urrer and dismiss the bill.
The decree of the circuit court is re ­
versed and the cause rem anded, w ith 
directions to overrule the dem urrer.
Reversed and rem anded, w ith d irec­
tions.
CODE OF ETHICS
Adopted by th e  S ta te  B oard of Ac­
countancy of Tennessee
Section 5, Chapter 33, of the 
Public Acts of 1925, recognizes the 
practice of accountancy to be the 
practice of a profession, and em­
powers the State Board of Ac­
countancy to revoke certificates for 
unprofessional conduct. The Ten­
nessee State Board of Accountancy 
heretheby adopts and declares the 
following to be the rules of pro­
fessional conduct for holders of 
certificates as Certified Public Ac­
countants or Public Accountants 
under the Tennessee law:
Rules of Professional Conduct.
1. All holders of certificates of 
Certified Public Accountants or 
Public Accountants in Tennessee 
are required to be of good moral 
character. Any holder of such cer­
tificate from this Board who shall 
be guilty of any continued or gross 
immorality shall be deemed as 
guilty of unprofessional conduct; 
any holder of such certificate is­
sued by this Board who is a habit­
ual drunkard or a common gambler 
shall be deemed as guilty of im­
moral and unprofessional conduct.
2. All holders of certificates as 
Certified Public Accountants or 
Public Accountants contribute to 
the dignity and honor of the State 
of Tennessee. The holders of cer­
tificates issued by this Board who 
practice as such certified public ac­
countants or public accountants, in 
other States or Territories of the 
United States shall conform to the 
professional standards maintained 
or required by the Board of Ac­
countancy in such State or Terri­
tory. The holders of such certifi­
cates issued by this Board shall 
place themselves under the obser­
vation of such State or Territory
of their practice. Any failure so 
to place themselves under observa­
tion of the Board of said State or 
Territory of said practice or any 
failure to conform to the profes­
sional standards by them required 
shall be deemed as unprofessional 
conduct within the meaning of the 
Tennessee law.
3. No holder of a certificate is­
sued by this Board shall prepare 
or certify any statem ent contain­
ing an essential mis-statement of 
fact or omitting such fact as would 
result in a misrepresentation of 
the solvency, earning capacity, the 
relation of the assets and liabilities 
of any business or institution, or 
the relation of any individual, firm, 
or corporation to said business, or 
make any suggestion looking to the 
preparation by another of any 
statem ent containing any such 
mis-statement or omitting any 
such material fact. All certificates 
should recite the reservations of 
the accountant so certifying to the 
statem ents submitted.
4. No holder of a certificate is­
sued by this Board shall prepare or 
certify to any statem ent which has 
not been verified either by himself, 
a partner or regular employee on 
his staff.
5. No holder of a certificate as a 
certified public accountant or pub­
lic accountant issued under the au­
thority of th is Board shall accept 
employment from or continue in 
the employ of any certified public 
accountant or public accountant or 
firm of certified public accountants 
or public accountants, whether 
domiciled in this State or in an­
other State, if said employer or 
employers fail or refuse to conform 
to any of the rules of professional 
conduct here set forth  or hereafter 
to be adopted by this Board. Any 
continuance in such employment 
afte r notice by this Board or com­
plaint to this Board with due no­
tice to such employee shall be 
deemed as unprofessional conduct.
6. No holder of a certificate is­
sued by the authority of this Board 
shall allow any commission, brok­
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erage or participation in his fees to 
the laity; nor shall he receive any 
commission, brokerage or other 
participation accruing to any deal­
er, etc., on account of supplies, etc., 
bought by or for a  client pursuant 
to a  professional engagement.
7. No holder of a  certificate is­
sued by the authority of this 
Board shall engage in any business 
or occupation conjointly w ith his 
professional practice in such a 
manner as would be incompatible 
or inconsistent w ith such profes­
sional service.
8. No holder of a  certificate is­
sued by the authority of this Board 
shall accept any double employ­
ment or employment th a t would 
conflict w ith the interests of any 
client. Should such holder of a 
certificate issued by the authority 
of th is Board be offered profes­
sional employment th a t would be 
inconsistent or incompatible with a 
prior employment he should im­
mediately make known his con­
tra ry  or incompatible employment 
and refuse to accept such addi­
tional employment.
9. The secrets of any employer 
should be held inviolate. To this 
end Section 8, Chapter 33, of the 
Public Acts of 1925, provides, th a t 
certified public accountants and 
public accountants practicing in 
th is State shall not be required to 
divulge, nor shall they voluntarily 
divulge any information which 
they may have received by reason 
of the confidential nature of their 
employment. The information de­
rived from or as the result of such 
professional service shall be 
deemed confidential, provided, how­
ever, th a t nothing in th is para­
graph shall be taken or construed 
as modifying, changing or affect­
ing the criminal or bankruptcy 
laws of this State or of the United 
States.
10. No holder of a certificate 
granted under the authority of 
this Board shall solicit employment 
except a t the request or suggestion 
of some party  interested in or con­
nected with the business of the
prospective client. Such prohibi­
tion shall in no way limit the righ t 
to accept any employment directly 
or specifically offered.
11. No holders of a certificate 
granted under the authority of 
this Board shall employ any agent, 
representative, or solicitor to ad­
vertise or make contracts for aud­
its, systems, etc.
12. No holder of a certificate is­
sued by the authority of this 
Board shall advertise in a manner 
detrimental to the dignity and 
other interests of the profession. 
This shall not prohibit the use of 
professional cards, in newspapers, 
directories, etc., nor shall it  pro­
hibit the dissemination by le tter 
or otherwise of impersonal infor­
mation. But the advertisements 
of personal attainm ents in a man­
ner to solicit employment is here­
by declared unprofessional.
13. No holder of a certificate is­
sued under the authority of this 
Board shall conduct himself so as 
to come under suspension or dis­
barment by the Committee on En­
rollment and Disbarment of the 
Treasury Department of the 
United States. Any holder of a 
certificate granted under authority 
of th is Board who shall be sus­
pended or disbarred by said Com­
mittee shall be deemed guilty of 
unprofessional conduct.
14. No holder of a certificate is­
sued under the authority  of this 
Board shall become a  member of, 
or retain membership in any pro­
fessional society or other organi­
zation th a t does not uphold and ad­
here to the  standards of profes­
sional conduct herein recited or 
hereafter to  be adopted.
15. The violation of any one of 
the foregoing rules of professional 
conduct or any other rule hereafter 
adopted may be deemed sufficient 
cause for the revocation of the cer­
tificate of a  holder of such certifi­
cate under the authority of this 
Board. Any charge of violation 
will be heard according to the re­
quirements of Section 5 of the Ac­
countancy Act.
The duty of the Board is both 
to hear charges preferred by 
others and to investigate and make 
charges a t  its own instance. The 
Board will conduct its own hear­
ings bu t will perm it any accused 
accountant to be represented by 
counsel.
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Charles W. P erry , New York City. 
Chester M. Foss, P ortland , Me.
J. M. Cumming, P ittsbu rgh , Pa.
A. H enry Baum, New York City.
F ran k  W ilbur Main, P ittsbu rgh , Pa. 
Carl E h rengart, New York City. 
Thom as H. Law rence, Denver, Colo.
C. E. P ackm an, Chicago, I ll .
Wm. W. F urne ll, Bartlesville, Okla. 
H enry  J. Miller, New Orleans, La.
Joel H unter, A tlan ta, Ga.
M ilton M. W echt, New York City. 
M artin K ortjohn , New Y ork City. 
Thom as H. Evans, D etroit, Mich.
R. S. McGlasson, Louisville, Ky.
A. Craw ford Clarkson, Columbia, S. C. 
J. W. R. B radford, C incinnati, Ohio. 
Em anuel Engel, New Y ork City.
(F rom  F eb ru ary  1 to  27, 1926)
E dw ard S. E llio tt, Memphis, Tenn.
T. D. Thom as, Chicago, I ll .
S. A. B lustein, C harleston, W. Va. 
H arold  D. Greeley, New York C ity .
W. T. McConnell, D etroit, Mich.
A. W. E hrm an, D etroit, Mich.
Edw. C. Gruen, Buffalo, N. Y.
H. E. Lunsford, K ansas City, Mo.
A. C. Upleger, W aco, Tex.
J. C. Cassel, Dayton, Ohio.
J . Lee Boothe, D etroit, Mich.
E lisha F. N unan, Boston, Mass.
S. E arl Shook, B ridgeport, Conn.
STATE BOARDS OF 
ACCOUNTANCY
D istrict of Columbia
The Board of Accountancy of 
the D istrict of Columbia has an­
nounced its annual examination 
fo r three days beginning on or 
about May 6th, 1926. Information 
and blank applications can be ob­
tained a t the office of the Secre­
tary, Wm. Clabaugh, 1319 F  Street, 
N. W., Washington, D. C.
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The Accountant Lawyer—The Lawyer Accountant
R OSCOE POUND, Professor of 
Jurisprudence in Harvard 
University, in his book “Interpre­
tations of Legal History,” states: 
“The individual was the organ 
of humanity and humanity was 
perfected as the individual per­
fected himself.” No profession in 
the last decade has made such 
rapid strides forward as tha t of 
accountancy. I t still, however, 
is a long way from perfection. 
W hether we are approaching the 
time when a new type of account­
ant—the lawyer-accountant—will 
dominate the profession of ac­
countancy, the fu ture alone can 
tell.
Most C. P. A. examinations are 
divided into three parts: (1) 
Theory and Practice; (2) Audit­
ing; and (3) Law. A study of 
some of the questions in recent C. 
P. A. examinations in regard to the 
last-named subject, law, indicates 
th a t the applicant, if he is to be 
successful in passing, m ust have 
a knowledge of agency, contracts, 
partnerships, corporation law, ne­
gotiable instrum ents, bankruptcy, 
suretyship, mortgages, decedent’s 
estates, fiduciary relationship, real 
and personal property. One sample 
question in a recent examination 
reads as follows: “W hat general 
rule of law is embraced in the term 
‘Caveat Em ptor?’ ” A very simple 
question where the lawyer is con­
cerned—perhaps not so simple 
when asked the accountant.
Another question w as: “How 
does the doctrine of subrogation 
apply to fire and marine insur­
ance?” Easy enough to answer if 
the doctrine of suretyship and in­
surance has been included in one’s 
curriculum.
A third question read: “When 
will the death of the guarantor re­
voke the guaranty?” A brief dis­
cussion of this question might not 
be amiss. Unless a continuing 
guaranty for credits to be given or 
advances to be made from tim e to
By FRANK D. BYRNE, C. P . A., LL . B.,
B. C. S., Chicago, I l l .
time in the fu ture is upon consid­
eration and is by its term s irre­
vocable, the law implies a  power in 
the guarantor to revoke it as to 
any subsequent transactions by 
notice to the creditor, even though 
no power of revocation is expressly 
reserved. (Gay v. Ward, 67 Conn. 
147, 32 L. R. A. 818.) Moreover, 
it makes no difference th a t the in­
strum ent of guaranty is under seal. 
(Jordan v. Dobbins, 122 Mass. 168, 
23 Am. R. 305.) Furthermore, 
where the guarantee is thus re­
vocable by notice, the death of the 
guarantor revokes the guaranty, a t 
least from the time when the cred­
itor has notice of it. But whether 
death is ipso facto a revocation, or 
the creditor m ust have notice of it, 
is the subject of conflicting de­
cisions. (Keemochan v. Murray, 
111 N. Y. 306, 2 L. R. A. 183, 7 Am. 
St. 744.) Where the guarantee is 
expressly or impliedly to continue 
a definite time, however, as during 
the principal’s term  of office or em­
ployment, and is upon a considera­
tion executed, it is not revoked by 
the death of the guarantor, nor is 
it revocable upon notice to the cred­
itor or obligee, unless the contract 
so provides. (Pond v. U. S., 111 
Fed. Rep. 989.)
A scrutiny of such C. P. A. ex­
amination questions as the fore­
going leads one to  the irresistible 
conclusion th a t the accountant 
must have more than a mere sm at­
tering of law, if these questions are 
to be taken as criterion of the can­
didate’s ability.
Innumerable instances m ight be 
cited to show the advantageous po­
sition th a t an accountant finds him­
self in if he is also qualified as an 
attorney a t law. Who can deny 
th a t an accountant is better situ­
ated in handling tax  m atters be­
fore the  U. S. Board of Tax Ap­
peals if he is also an attorney a t 
law ? When a lawyer is called upon 
to  take the necessary steps to pro­
bate a will involving a variety of 
chattels and securities in a fluctu­
ating market, how much easier his 
path if he is also an accountant. 
How much better situated is the ac­
countant when he is called upon to 
inventory the estate, if he can also 
take the necessary steps to probate 
the will, thus entailing only one fee 
for his client. Where would cor­
porations be today without a tto r­
neys to d raft the preliminary pa­
pers necessary to incorporation, 
and where would the corporation 
be if the accountant was not 
around to open up the corporation 
books? How much easier is the 
path if an accountant-lawyer—or 
a lawyer-accountant—handles all 
the steps necessary to incorpora­
tion and organization.
A w riter on this mooted question 
of accountant-lawyer — lawyer-ac­
countant—cited the following illus­
tration in the September, 1925, is­
sue of The Certified Public Ac­
countant :
“Mr. A, a certified public accountant 
of repu tation , is called upon to prepare 
from  the books and records of the  XY 
Corporation a s ta tem ent of its  financial 
condition. He is asked to certify  th a t 
the s ta tem en t thus prepared is th e  tru e  
financial condition of said com pany as 
shown by its  books. Suppose A be­
lieves th a t the book values shown in his 
s ta tem en t a re  inflated and th a t the  com­
pany, although  showing a surplus, is, on 
the basis of probable ac tua l value, in ­
solvent. He knows fu rth e r  th an  the 
sta tem ent, w ith his certification, is to 
be published for the purpose of floating 
a new issue of stock to  be sold to  the 
public. The presiden t of the  bank 
which desires to have the  stock sold in  
order to pay off loans which the bank 
holds, is the person who has arranged  
for the  services of A and requests th a t  
A m ake the  certification, as outlined, 
claim ing th a t w hat is s ta ted  is true , viz, 
the  financial condition shown is th a t 
se t up in the books. He is one of A 's 
m ost valued assets, from  a business 
standpoint. If  A signs such a certifi­
cate, has he violated any code of ethics 
recognized by accoun tan ts?”
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Yes, he has violated the most 
cardinal law in the. code of ethics 
recognized by all responsible cer­
tified public accountants—HON­
ESTY. In order to sign such a cer­
tificate as is called for by the hy­
pothetical question stated above, 
the accountant would have to make 
a t least a  balance sheet audit and 
an audit of the profit and loss ac­
count. The question presupposes 
th a t the book values are inflated. 
If this, is so, then it is the duty of 
the accountant in his report to cor­
rect the erroneous values or qual­
ify his report accordingly. A C. P.
A. signing a certified report should 
state “in his opinion, the s ta te ­
ments reflect true conditions and 
results.” How then could a certi­
fied public accountant sign such a 
report as is called for by the hy­
pothetical question ? The first and 
foremost rule in any code of ethics, 
whether it be law, medicine, ac­
countancy, engineering, or what 
not, is honesty.
The short form of certificate 
Used by many certified public ac­
countants concludes as follows:
We certify  th a t the  above balance 
sheet and s ta tem en t of profit and loss 
agree w ith the books, and, in  o u r opin­
ion, correctly  se t fo rth  th e  financial 
condition of the  Company as of Decem­
ber 31, 1925.
(Signed) A B C ,  
Certified Public A ccountants.
Certified p u b l i c  accountants 
should always be on their guard 
th a t balance sheets made up by 
them and subject to qualifications, 
are not submitted in such form as 
will admit of their being separated 
from the qualifications.
The Standard Form of Borrow­
ers’ Statement officially adopted by 
the New York State Bankers’ As­
sociation leaves little in the way of 
loopholes by which borrowers may 
deceive banks. This form appears 
to be better adapted for the  pur­
pose than th a t recommended by the 
American Bankers’ Association, for 
the reason th a t in the first-men­
tioned form the m atter of hypothe­
cations is brought conspicuously to 
the borrower’s attention.
One of the foremost tax  and ac­
counting authorities in the country 
today is both an attorney a t law 
and a certified public accountant. 
Who can deny th a t his vision has 
been broadened and his incompara­
ble books on Federal taxes more in­
telligently composed, because he is 
an expert in two professions? The 
w riter takes issue w ith those who 
hold th a t an accountant can not 
give advice to a  client as a lawyer. 
Because a man is an accountant in 
addition to being a lawyer, why 
should the accountant-lawyer be 
called upon to give snap judgment 
in legal questions, as some authors 
point out ? Those who are familiar 
with the methods of successful a t­
torneys know th a t a lawyer will not 
answer a legal question off-hand 
unless the point is absolutely set­
tled in law. Even then before he 
gives an opinion, he may tu rn  to 
his Corpus Juris, Cyc., Annotated 
Reports, etc., to fortify  the opinion 
th a t he already holds.
If the rising generation of ac­
countants desire to specialize as 
accountant-lawyers, then one can 
be no better equipped to advise 
business men than by fortifying 
himself w ith as complete a knowl­
edge as possible of the two most 
im portant branches of American 
business—law and accounting.
THE LAW
(By Jessie  Levy, o f th e  Indianapolis 
B ar)
W hy is it  th a t I love you,
Illustrious guide of m an?
W hy is it  I revere you,
Respect you all I can?
Oh! Law, thou  a r t  the beam ing light.
The torch  of history,
The guide to  tru th  and all th a t’s righ t, 
The gate to m ystery.
W ithout thy  helping, guiding hand, 
W ithout thy  s te rn  restra in ,
’Tis certain  m ankind would be lost, 
W eary, sore, and  maimed.
Thou a r t the foe of ignorance,
T hat leads to falsehood’s lies,
And w ith a sense of justice 
You only criticize.
I love thy  righ teous efforts
To seek knowledge and the  tru th , 
And w ith thy  in form ation
Help the  helpless stray ing  youth. 
Thy aim  is always justice
T hough some m isquote thy  word, 
And if they understood you,
They’d love thy rustic sword.
BOOK REVIEW
Analyzing Financial 
Statements
By STEPHEN GILMAN, B. Sc., C. P .
A. (W isconsin and  Ohio) ; F irs t  Vice 
P residen t, In te rn a tio n a l Account­
an ts  Society, Inc., fo rm erly  m em ber 
of th e  firm , Tanner, G ilm an & Ellis, 
Certified P ub lic  A ccountants; fo r­
m erly M anager of C redit D epart­
m ent, Tennessee Coal, Iro n  and  R a il­
road  Company. P ublished  by The 
R onald  P ress Company, New York. 
C loth; 222 Pages.
Each year brings fo rth  a greater 
number of books on accounting 
subjects than did the year before, 
with the result th a t i t  is increas­
ingly difficult for a w riter to make 
a noteworthy contribution to the 
field of accounting literature.
Yet in a  new volume entitled 
“Analyzing Financial Statements,” 
Stephen Gilman has given to the 
student of business an outstanding 
work which can be used to advant­
age by anyone who is called upon 
to report on the condition of a 
business enterprise as disclosed by 
its financial statements. While 
the volume was perhaps w ritten 
primarily for business men, yet it 
has a very specific appeal for any 
public accountant who feels tha t 
it  is not enough for him to present 
the figures themselves, but th a t in 
addition thereto he can and should 
aid his client in the interpretation 
of those figures as indicative of 
certain definite trends in the 
client’s business condition.
There has been too little original 
research disclosed by accounting 
literature. Too much of what has 
been published is simply a rehash 
of what has been said before. Mr. 
Gilman’s book evidences a great 
deal of original and constructive 
thought along new lines and it will 
certainly pay every person inter­
ested in the subject to read it  
carefully from beginning to  end. 
If, afte r finishing the first third of 
the book, the reader says, “Why, 
this isn’t  telling me anything 
new!” perhaps he is right—up to
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SOLUTION TO PROBLEM NO. 2 OF TENNESSEE 
EXAMINATION QUESTIONS
(Published  on page 16 of January , 1926, issue)
By JOHN B. TANNER, C. P . A. (Ohio a n d  W isconsin), P re sid en t In tern a tio n al
A ccountants Society.
th a t point. But let him not stop 
there ; he has simply followed Mr. 
Gilman over the ground work of 
known and admitted facts and is 
ready to proceed into the  realm of 
new material which entitles the 
book to the place which it will 
hold when its value becomes 
known.
The volume interlocks the vari­
ous analytical methods of financial 
analysis with specific business ail­
ments so th a t the investigator is 
given a definite program for check­
ing the various conditions and 
trends he discovers against a brief 
but very fundamental list of busi­
ness diseases. This reduction of 
financial analysis to a definite diag­
nostic science is a distinct step in 
itself.
But the study goes fu rther than 
this in presenting w hat Mr. Gil­
man calls the “trend percentage 
method” of analysis for both bal­
ance sheets and profit and loss 
statements. Unlike the ratio meth­
od of analysis, the trend percent­
age method permits a simultane­
ous survey of more than two 
trends. This elasticity is a feature 
of great value because such a si­
multaneous survey of trends is of 
special value in arriving a t a sound 
analysis.
The trend percentage method 
also permits the inclusion of figures 
other than those contained in the 
statements themselves. This is a 
m atter of some importance when 
analyzing sales trends, expense 
trends and production figures in 
conjunction with increases in fixed 
plant account.
Here, for the first time, we have 
a book of method and procedure in 
connection with the analysis of fi­
nancial statements. As such, it 
should find a permanent place in 
the library of the public account­
ant, credit man, investor and cor­
porate executive.
P. W. PINKERTON, C. P. A.
A PROGRESSIVE ORGANIZATION of
Certified Public A ccountants will 
consider proposals from  ind i­
viduals or firms for sale of the ir 
D etroit Clientele.— Box 129, The 
Certified Public Accountant.
PROCEDURE OF SOLUTION
This is a type of problem  th a t  does 
not requ ire  the  use of a w orking sheet 
since th e  principal requirem ent is 
m erely th a t the  balance sheet as given 
be modified in  such a way th a t i t  w ill 
reflect the conditions disclosed by the 
au d ito r’s exam ination of the books. The 
solution accordingly consists of two 
parts. The first p a r t is a s ta tem en t of 
changes required  in  the  balance sheet 
as taken  from  the  books, toge ther w ith 
reasons for the  changes. The second 
p a r t is the  certified balance sheet re ­
flecting the  changes made.
S ta tem en t of Changes R equired  in  Un­
ad ju sted  B alance Sheet of I. Roussim  
M anufacturing  C orporation, of De­
cem ber 31, 1923, and  Reasons for 
Changes.
A. W hile apprecia ted  values of as­
sets, when based on com petent ap­
praisal, m ay properly  be reflected on 
the books, the  increase in  ne t w orth 
due to  such unrealized profits ought to 
be segregated  from  n e t w orth  arising  
from  operations. Therefore, reduce 
(deb it) Undivided Profits $39,500 and 
se t up (cred it) Reserve fo r Apprecia­
tion  of R eal E sta te  $39,500.
B. Buildings, m achinery and fu rn i­
tu re  should be shown a t cost w ith off­
se tting  reserve accounts to show ac­
crued depreciation. Therefore, increase 
(debit) Buildings $22,500, M achinery 
$96,000, F u rn itu re  $3,000 and se t up 
Reserve for Depreciation— Buildings, 
Reserve fo r Depreciation— Machinery, 
and Reserve for Depreciation— F u rn i­
tu re  in  like am ounts.
C. The basis as given in  th is prob­
lem for se tting  up the  Good-will is not 
strong, bu t the  aud ito r would hard ly  be 
justified in rem oving it from  the books. 
In  cases of th is kind the  plan recom ­
m ended by the  F edera l Reserve Board 
m ay be followed to advantage. This 
p lan is to deduct Good-will from  Net 
W orth.
D-1. The I. O. U. of a form er sales­
m an ($575) may be a perfectly  good 
account, b u t it  is no t cash and should 
be elim inated from  the  cash on hand. 
As th e re  is no evidence on which to 
base an  opinion as to the  responsibility  
of the debtor, th is  account is regarded, 
for the purposes of th is problem , as 
good, and is set up (by debit) as Loan
to F orm er Salesm an, and Cash is 
credited.
D-2. The am ount owing from  th e  De­
funct S tate  Bank is of doubtful natu re , 
and in  view of the  receiver’s estim ate 
of 50 per cent realization , a Reserve 
for Loss on Defunct S tate  Bank is set 
up (by cred it) for $900, and Undivided 
Profits account is reduced (by debit) 
by a like am ount.
D-3. The balance on deposit in  X Na­
tional Bank should be shown separately  
by opening an account for th a t bank 
w ith debit balance $33,000 and credit­
ing Cash w ith sam e am ount.
D-4. The l ia b i l i ty  to  Y S tate  B ank 
shown as $ 1 2 ,0 0 0  is really  only $ 3 ,0 0 0  
to  th e  bank and $9,000 to trad e  cred it­
ors (Accounts P ayab le). Accordingly, 
debit Y S tate Bank $9,000 and  credit 
Accounts Payable $9,000.
D-5. The sinking fund ($ 9,000) to  
re tire  bonds is no t available for cur­
re n t use and should n o t be shown as 
cash on hand, bu t as S inking F und 
T rustees. Hence debit S inking F und  
T rustees $9,000, cred it Cash $9,000.
E -1. Receivables should be confined 
to trad e  accounts receivable. Hence, 
se t up separate ly  the  in itia l paym ent 
($15,000) m ade on contract for m a­
chinery, as Deposit on m achinery (per 
contract) w ith corresponding cred it to 
Receivables. I t  is n o t a cu rren t asset. 
The to ta l com m itm ent ($45,000) on 
th is  con tract should be disclosed on 
Balance Sheet.
E-2. The reference to consignm ent 
sales $2 0 ,0 0 0 , on which a profit of 
$6,000 is expected, is no t clear. I t  is 
assum ed th a t the  reference to expected 
profit indicates th a t th is has already 
been taken  into Undivided Profits, and 
th a t th is is an outw ard consignm ent, 
as there  would be no im propriety  in 
showing the am ount of inw ard consign­
m ent sales as a  receivable. As th is is 
referred  to  as “ Sales” the  inference is 
th a t it  includes the  profit. Hence the 
asset value of the  consignm ent is 
$14,000. Therefore, se t up (debit) 
Consignm ents Out $14,000, and de­
crease (deb it) Undivided P rofits $6,000.
E-3. The claim  for refund  may be 
a perfectly  good asset and a  proper 
addition to  Surplus, but the asset 
should appear in  a separate  account and 
not am ong trad e  receivables. Hence, 
se t th is  up as Claim for R efund of F ed­
era l Incom e Taxes $16,000. As the  
adjustm ent affects profits of a prior
76 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T March,
year the am ount should be credited  to 
Surplus instead  of Undivided Profits.
F. No en try  required , bu t Balance 
Sheet should show th a t these bonds are 
pledged to X N ational Bank as security  
for loan.
G. These separate item s of inventory 
should be set up as debits, w ith credit 
of $155,000 to Inventory  Account.
H. We believe there  are  advantages 
in showing Office Supplies as an inven­
tory  item  although th e re  is good prec­
edent for P repaid  Expense classification. 
I t is p referable when possible to show 
constituents of P repaid  Expense. Hence, 
set up (debit) P repaid  Insurance 
$1,650, Inventory  —  Office Supplies 
$925, and close out (cred it) P repaid  
Expense $2,575.
J. Notes payable to officers of the 
corporation should be shown separately  
as th is  is im portan t in form ation for a 
creditor. Secured notes payable also 
should be shown separately. Hence, 
close out (debit) Notes Payable 
$120,000 and set up (cred it) Notes 
Payable— X N ational Bank (Secured) 
$50,000, Notes Payable— O ther Banks 
(Unsecured) $40,000, Notes Payable—  
Officers (Presiden t, dem and) $30,000.
K. The constituents of Accounts P ay­
able should be shown, especially as to 
accrued payroll and trad e  creditors. 
The form er is a typically u rgen t in ­
debtedness while the la tte r  may be sub­
ject to concession and extension. Hence, 
close out (debit) Creditors $62,000 and 
se t up (cred it) Accrued Payroll 
$18,000, Accounts Payable $43,680, Ac­
crued In te res t Payable $320.
L. No en try  necessary. No m ention 
is made of in te rest on the  bonds or on 
the sinking fund and it is assum ed th a t 
the  bond in te rest has been paid to date. 
However, a note on Balance Sheet 
should call a tten tion  to the  possibility 
of liability  for in te rest of six m onths 
or one year. Since an annual deposit 
of $3,000 for 30 years even a t 4 per 
cent in te rest would accum ulate a fund 
far in  excess of requirem ents, it  is as­
sum ed th a t in te rest on the sinking fund 
is collected and used currently .
M. Two capital stock accounts should 
be se t up (by cred it) , one for P re fe rred  
Stock $300,000, the o ther for Common 
Stock $200,000 and substitu ted  (by 
debit) for the one C apital Stock Ac­
count $500,000. The dividend paid in  
Ju ly  should be shown in analysis of 
Surplus. The dividend declared in Ja n ­
uary, 1924, does no t affect the Balance 
Sheet of December 31, 1923.
N. In order to show analysis of S ur­
plus i t  is necessary to set up (debit) 
Surplus (Deficit) w ith deb it balance 
$27,825 a t beginning of year and charge 
(debit) Surplus (Deficit) w ith dividend 
$13,000 paid in  July , m aking corre­
sponding cred its  in  Undivided Profits.
The I. R oussim  M anufacturing  C orporation 
BAL ANCE SHEET 
Decem ber 31, 1925
C urren t A s s e ts : ASSETS
Cash on H and ......................................................................  $1,425
Cash in X National B ank ..................................................  33,000
Accounts Receivable1............... ............................................ 69,000
In v e n to r ie s :
Raw Materials ...................................................................... $52,000
Goods in Process................................................................... 16,000
Finished G o o d s..................................................................... 87,000
Consignments—Out ............................................................  14,000
Office Supplies ......................................................................  925 169,925
Total Current A ssets............ ......................................  $273,350
F ixed  A ss e ts :
Land (Cost $40,500) Appraisal Value............................  80,000
Building ................................................................................. 150,000
L ess—Reserve for Depreciation......................................  22,500
------------ 127,500
Machinery ................................................ ........................... 320,000
L ess—Reserve for Depreciation......................................  96,000
------------ 224,000
Furniture ......................................................................  8,000
Less—Reserve for Depreciation..................................  3,000 5,000
Total Fixed Assets................................................. 436,500
Deferred Charges:
Prepaid Insurance ........................................................ 1,650
Other Assets:
Loan to Former Salesman...........................................  575
Investment—U. S. Liberty Bonds (pledged)2............. 50,000
Cash in Hands of Bond Sinking Fund Trustees.........  9,000
Deposit on Machinery (Total Commitment $45,000).. 15,000
Deposit, Defunct State Bank........................................ 1,800
Less—Reserve for Estimated Loss............................. 900
------------ 900
Claim for Refund of Federal Income Taxes................  16,000
Total Other A s s e ts ....................................................... 91,475
Total Assets ........................................................  802,975
C urren t L ia b il i t ie s :  LIABILITIES 
Y State Bank—O verdraft..................................................  $3,000
Notes Payable:
X National Bank (Secured) 2....................................  $50,000
Other Banks (U nsecured)........................................  40,000
Officers (President, dem and)....................................  30,000
------------ 120,000
Accounts Payable ............................................................... 52,680
Accrued Payroll ........ .......................................................... 18,000
Accrued In terest Payable ................................................  320
Total Current L ia b ili t ie s .................................... . $194,000
F ixed  L ia b i l i t ie s :
Bonds Payable—30 year “6’s” (issued Jan. 1, 1921)3. 100,000
Total L iabilities ..........................................................  294,000
NET WORTH 
C apita l S to ck  (A u th o rized  and  Issu ed ) :
Preferred— 6 per c e n t ......................................................... $300,000
Common ........................................................................... 200,000
------------ $500,000
S u rp lu s:
Deficit, January 1, 1923....................................................... 27,825
Dividend, July, 1923 ..........................................................  13,000
Net Loss for year ............................................................... 5,700
46,525
L ess—Claim for Refund of Federal Income T axes.. 16,000
Net Deficit December 31, 1923..........................................  30,525
R e se rv es:  469,475
For Appreciation of Real E sta te ....................................  39,500
For Value of Good-will Set U p........................................  100,000 139,500
608,975
L ess—Good-will ........................................................................... 100,000
Total Net W o rth :........................................................  $508,975
Total Liabilities and Net W orth ......................  802,975
1 No reserve for doubtful accounts has been set up.
2Loan from X National Bank is secured by Liberty Bonds, $50,000.
3No information available as to possible accrued interest.
(Date)
I, having examined the  books of account of the I, Roussim M anufacturing Corpora­
tion, hereby certify tha t, in  my opinion, the  above Balance Sheet represents the ir
tru e  financial condition a t  December 31, 1923.
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The Public Accountant in Maryland
M R. PRESIDENT, Guests of 
the Evening, and Local
Friends in and of the Pro-
fession:
Although I am doubtful of my 
ability to entertain you with a talk 
on the subject of “The Public Ac­
countant in Maryland,” I am hon­
ored in being requested to do so.
You of the Public Accounting 
F ratern ity  who are not yet certi­
fied, do, by your presence here, 
evidence a spirit of friendliness, 
good fellowship, understanding, 
and cooperation which augurs well 
for the successful operation and 
satisfactory maintenance of the 
best Public Accountant law ever 
placed upon the  statu te books in 
this country. I have no doubt bet­
te r laws will be written, but when 
they are I am quite sure the ac­
countants of Maryland will write 
them, or a t the worst, copy them 
if in some other enterprising lo­
cality there should be first con­
ceived the idea for an improve­
ment. Therefore, w ith such a 
modest opening, and with apolo­
gies to our guests from  other lo­
calities, to  whom there is thus 
pointed the way of opportunity, I 
crave your indulgence while I di­
rect your attention to some of the 
objects of the Maryland law; to 
some of its advantages to you; to 
some of the accomplishments 
which it is believed ultimately will 
result from its  enactm ent; to some 
of the obligations which it places 
upon you; and to some of the op­
portunities which it gives to you 
not only to reap, but to serve.
During the Legislative Session 
of 1922 there was introduced into 
the General Assembly of Maryland 
a bill to revise the then existing 
Public Accountant Law. That bill 
was conceived with the best of in­
tentions, but it  failed of enactment 
into law because of a lack of un­
derstanding and cooperation among 
the persons who would have been 
most vitally affected by it. A t the
By RAYMOND C. R E IK , C. P . A.
M em ber of th e  B oard  of E xam iners of 
P ublic  A ccountants of M aryland
[A n A ddress D elivered a t a  M eeting of 
th e  M aryland A ssociation of C. P . A.’s 
on Decem ber 8, 1925.]
next session of the Legislature in
1924 th a t condition was remedied. 
A Legislative Committee of Ac­
countants came into existence. It 
consisted of five members of the 
Maryland Association of Certified 
Public Accountants, and five mem­
bers of the Maryland Association 
of Public Accountants. Each of 
those committees drafted a ten ta­
tive bill for the revision of the 
Maryland Public Accountant law. 
Each committee gave to the other 
copies o f  its  proposal for study and 
criticism. I t was surprising to the 
members a t their first joint meet­
ing to learn how closely alike were 
the views of the two groups. The 
differences were thoroughly dis­
cussed, reconciled, and finally har­
monized into a bill which was pre­
sented to the Legislature substan­
tially as it was finally enacted into 
the law of which I think we may 
justly feel very proud. I t is the first 
truly regulatory Public Accountant 
law to  be enacted in these United 
States. I t is based on the funda­
mental principles of law as enunci­
ated by Justinian: “Live honestly, 
hurt nobody, and render to every 
one his ju s t due.” The fram ers of 
this law to some extent may have 
missed the ir mark, but if so it was 
not the result of any intentional 
error of commission or omission. 
I t seems to me the value of their 
work is well attested by the fact 
th a t although nearly 250 registra­
tion certificates as Public Account­
ants have been issued under its 
provisions, and the application date 
has been closed for nearly one 
year, only one applicant has felt so 
aggrieved a t his failure to be reg­
istered by the Board of Examiners 
th a t he has asked the assistance of
the courts in determining his 
rights under the law.
The revision of the former law 
had for one of its principal objects 
the regulation of public accounting 
as a profession. The question of 
w hether or not th a t object will be 
attained is partly in the laps of the 
Gods, and partly in the actions and 
conduct of the accountants here 
present, and a few others. I am 
inclined to the opinion th a t if it 
fails it will be largely because of 
the lapse of effort on your part. 
Knowing as I do the absolute fa ir­
ness w ith which the Public Ac­
countants and the Certified Public 
Accountants approached the d raft­
ing of the new law, I am compelled 
to remind you (and I tru st not too 
often) th a t it was their desire to 
give public accounting in this State 
a fresh s ta rt and by proper legis­
lative enactment to protect the 
rights of all practitioners as they 
existed at" the approximate date of 
the inauguration of the new 
regime. The law does not ad­
versely affect any one practicing 
other than on his own account, 
practicing as a tax  consultant, or 
desirous of coming into Maryland 
from another State for the purpose 
of completing an engagement; it 
does aim to adequately protect the 
interests of all those engaged in 
public accounting practice within 
the State a t th a t given date and to 
extend to them certain privileges 
and opportunities consistent with 
their experience, length of practice, 
and general standing. However, 
before public accounting can be 
firmly established as a profession, 
other than in name only, many of 
the present day evils attendant up­
on its practice must be eliminated. 
In brief, it must be made more of 
a profession and less of a business. 
If you will fix your vision upon a 
beacon light of personal service 
you will daily come closer to the 
attainm ent of a real profession.
Among the advantages to you of 
this law are these: If you are a
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Certified Public Accountant you 
are such under a law the standard 
of which is not elsewhere excelled; 
you have the usual prerogatives in­
cident to the righ t to practice as a 
Certified Public Accountant, which 
carries w ith it  the knowledge, 
daily becoming better understood 
by the public, th a t your qualifica­
tions have been the subject of in­
vestigation and attestation by the 
examining authority of the S tate; 
if you are a Public Accountant who 
is registered under the new law, 
you are privileged to continue your 
practice as such, and in addition, 
a fte r five years’ public experience, 
to take the examination for Certi­
fied Public Accountant. That you 
of the la tter group appreciate th a t 
fact is demonstrated by the attend­
ance a t th is  year’s C. P. A. exami­
nation of about 60 applicants. In­
asmuch as no more registration 
certificates can be issued to Public 
Accountants, your ranks will be 
thinner from year to year, and i t  
therefore behooves you to obtain 
your C. P. A. certificate as soon as 
you can. I say this not because I 
think it  puts you in a more favored 
group, but because, if  you possess 
the necessary qualifications, th a t 
is the group in which you belong, 
and because I believe th a t through 
this very process of conversion 
there finally will be but one group 
in this State.
The accomplishments ultimately 
to be expected from the new law 
comprehend the establishment of a 
public accountant profession, well 
regulated through the medium of 
an impartial, liberal minded Board 
of Examiners, and restricted only 
in th a t every Tom, Dick, and H arry 
may not be privileged to impose 
himself upon an unsuspecting com­
munity, and, by the mere legerde­
main of his self-imposed title, lead 
people to believe th a t he is in fact 
an accountant. I do not fear th a t 
the courts will say th a t such re­
strictions as are contained in the 
Maryland law are unfair because 
they close the door of opportunity 
and bar individuals from following 
the vocation of the ir choice. Any 
one with reasonable qualifications
can make the grade, although it 
may appear to be steep. In making 
some notes a t th is point I was re­
minded of a  phrase I learned in law 
school: When Mr. Wilberforce 
asked the advice of Lord Eldon as 
to the course to be pursued by the 
young Grants in their legal studies, 
the advice was, “To live the life 
of a herm it and work like a horse.” 
If one does even a reasonable part 
of either he will find th a t there is 
no barrier before his goal.
Upon each of you, whether cer­
tified or registered, the law im­
poses certain obligations. Your 
acknowledgment and acceptance of 
these obligations, and the way in 
which you meet them, will do much 
to promote the worth of the law 
and the future of the public ac­
counting profession. You have the 
unmistakable obligations which are 
so well illustrated by the rules of 
professional conduct adopted by 
the principal National and State or­
ganizations of Public Accountants, 
and in addition you each have the 
broad general obligation to make 
of your individual self such a suc­
cess in your chosen field as will be 
worthy of emulation by others, a 
sense of satisfaction and pride to 
yourself, and free from any criti­
cism on the part of those with 
whom your work will bring you 
into contact.
A t various times throughout the 
year our New York Banking In­
stitutions are required to submit 
Balance Sheets or Statements of 
Condition to the Comptroller of the 
Currency or to  the State Banking 
Department. These Balance 
Sheets are then published in the 
advertising columns of the local 
newspapers, apparently for the in­
formation or benefit of the banks’ 
customers or prospective custo­
mers.
But does the layman benefit by
Lastly, as to your opportunities, 
the practice of public accounting in 
Maryland is as fru itfu l of emolu­
ments as it is elsewhere. Judging 
from my personal observation I be­
lieve on the whole public account­
ing as practiced in this State is as 
clean and free from improprieties of 
any sort as can be found anywhere, 
and still there is something of 
value to be gained in the practice 
of public accounting th a t is fa r be­
yond the im portant elements of 
financial return  and observance of 
the proprieties. Although some of 
us present tonight have been en­
gaged in the practice of public ac­
counting for a number of years, we 
are all pioneers. We are ju st on 
the verge of creating a public ac­
counting profession. Your help is 
required for its accomplishment. 
If in our daily work we set for our­
selves a goal, let it be something 
less sordid than merely the accu­
mulation of wealth, while a t the 
same time something less depend­
ent than the establishment of a 
charity; let us set as the goal of 
our ambition the creation and zeal­
ous maintenance of a real public 
accounting profession—one tha t 
will quicken our pulses with the 
flush of pride, and one th a t we well 
may boast of, whether within the 
confines of our own Free State or 
outside its borders.
th is array of figures? I, for one, 
hardly think so.
A long list of figures, especially 
when well up in the millions is im ­
pressive, indeed, until the state­
ment is subjected to analysis and 
digested for the benefit of the man 
who is not an accountant.
In this article I will try  to 
show:
1. Why Bank Balance Sheets, as 
published, are not correct.
2. How Bank Balance Sheets 
should be prepared.
BANK BALANCE SHEETS
By SAMUEL NEW BERGER, Certified P ublic  A ccountant (N. H .) , Senior 
P artn e r , Sam uel N ew berger & Co., New York City.
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3. That Bank Balance Sheets are 
uninteresting reacting and do not 
readily give the layman the infor­
mation it  is intended to convey.
4. How the Bank Balance Sheet 
may be made understandable.
Pick up any Bank Statement 
published. Note the first part or 
left-hand side called assets or re­
sources. This is correct.
The second p art or right-hand 
side called “Liabilities” is the item 
th a t is incorrect. Read carefully 
the items in the section called 
“Liabilities” and note th a t there 
is included capital stock issued, 
surplus and undivided profits.
These three items are not liabili­
ties. They are the bank’s capital 
or margin of safety.
From the value of our assets (or 
positive values) is deducted the 
amounts owed (or liabilities), the 
difference or excess of assets over 
the liabilities being capital or net 
Worth—the margin of safety af­
forded the customers of the bank.
A bank balance sheet should 
show on the right-hand side, prop­
erly called “Liabilities and Capi­
tal,” the liabilities grouped in one 
section and totalled, and the capital 
items grouped in another section 
and totalled. The sum of the lia­
bilities and of the capital items 
should balance or equal the sum of 
the assets—hence the term  “Bal­
ance Sheet.”
I am not w riting this for the pur­
pose of picking out technical errors 
in the published balance sheets.
Misinformation is as bad as no 
information.
The layman should be enabled 
to see a t a glance the relation his 
bank's liabilities bear to its capital. 
Is the margin of safety sufficient? 
This is w hat credit men ask, so 
why not the layman?
Especially in a small bank, do­
ing a local business only, th is m ar­
gin of safety should be carefully 
watched.
Balance Sheet “A” is the State­
ment of condition of a New York 
bank as of September 28, 1925, as 
it appeared in a New York news­
paper.
BALANCE SHEET “A”
R eso u rces:
Cash in Vault and w ith
Bank ............................  $2,230,364.37
U. S. Government Securi­
ties ................................. 999,110.95
Stock of Federal Reserve
Bank ............................  75,000.00
State and Municipal
Bonds ............................  2,460,257.91
Other Bonds (all readily
marketable) ................  3,338,281.23
Loans and Discounts__  5,122,687.57
Redemption Fund—U. S.
T reasurer ....................  12,500.00
Customer’s Liability on 
Acceptances and Let­
te rs  of C redit..............  1,012,551.72
Accrued In terest.............. 115,720.69
T ota l..........................  15,366,474.44
L ia b i l i t ie s :
Capital S to c k ..................  $1,000,000.00
Surplus ............................  1,500,000.00
Undivided Profits ........  298,249.07
Deposits ...........................  10,522,112.16
Certified and Cashier’s
Checks O utstanding.. 581,138.02
Circulation ......................  220,600.00
Acceptances and Letters
of Credit Outstanding 1,138,895.70 
Reserve for Interest,
Expenses, e tc ................  105,479.49
T o ta l . . ......................  15,366,474.44
Balance Sheet “B” is Balance 
Sheet “A” as it  should be prepared.
BALANCE SHEET “B ”
R eso u rces:
Cash in  Vault and with
Banks ............................  $2,230,364.37
U. S. Government Securi­
ties ................................. 999,110.95
Stock of Federal Reserve
Bank ............................  75,000.00
State and Municipal
Bonds ..........................  2,460,257.91
Other Bonds (all readily
marketable) ................  3,338,281.23
Loans and Discounts___ 5,122,687.57
Redemption Fund—U. S.
T reasurer ....................  12,500.00
Customer’s Liability on 
Acceptances and Let­
te rs  of C red it..............  1,012,551.72
Accrued In terest.............. 115,720.69
Total Resources___ 15,366,474.44
L ia b ilit ie s  and C a p ita l:
Liabilities:
Deposits .......................  $10,522,112.16
Certified and Cashier’s
Checks Outstanding. 581,138.02
Circulation ..................  220,600.00
Acceptances and Let­
te rs of Credit Out­
standing ...................  1,138,895.70
Reserve for Interest,
Expenses, e tc ............  105,479.49
Total L iab ilities.. 12,568,225.37 
Capital:
Capital 
S tock .. $1,000,000.00 
S u rp lu s .. 1,500,000.00 
Undivided 
Profits. 298,249.07
Total C apital............  2,798,249.07
Total L iabilities and
Capital ........ .. 15,366,474.44
An analysis of Balance Sheet 
“B” above shows th a t the margin 
of safety is $2,798,249.07 as com­
pared with assets of $15,366,474.44 
or approximately five and one-half 
dollars of assets to every dollar of 
capital. In other words, before the 
bank can become insolvent there 
would have to be a shrinkage in 
value of the assets of 18.21 per 
cent. 
This bank is in rather good con­
dition.
The margin of safety in most 
banks should be 12 per cent or a 
ratio of one dollar of capital to 
eight or nine dollars of assets.
Balance Sheet “C” is Balance 
Sheet “B” made understandable 
for the layman.
BALANCE SHEET “C”
R eso u rces:
The cash we have on 
hand or have deposit­
ed w ith banks equals. $2,230,364.37 
We own United States 
Government securities
w orth ...................... .. 999,110.95
We own stock of the 
Federal Reserve Bank
costing ..........................  75,000.00
We own State and Mu­
nicipal Bonds w orth ..  2,460,257.91 
We own other bonds (all 
readily marketable)
w orth ............................  3,338,281.23
We have loaned to our 
customers the sum of. 5,122,687.57 
We have deposited with
the U. S. T re asu re r.. .  12,500.00
For certain customers 
we have endorsed tim e 
drafts to facilitate 
the ir business. F or
th is they owe u s ........  1,012,551.72
There is due us Accrued 
In terest on Loans and 
Investm ents o f ............  115,720.69
Total of our Re­
sources ..................  15,366,474.44
L ia b il it ie s  an d  C a p ita l:
Liabilities:
The Bank owes to De­
positors the sum of. $10,522,112.16 
We owe on Certified 
and Cashiers’  Checks 
outstanding the sum
o f.................. ................ 581,138.02
We have in circulation 
bank notes (paper 
money) bearing our 
nam e am ounting to . 220,600.00 
Our liability  on drafts 
which we endorsed 
to  facilitate their 
business for certain
customers is .............  1,138,895.70
We have set up a Re­
serve for In terest 
and Other Expenses 
Accrued o f................  105,479.49
Total of our L ia­
bilities . . . . . . . .  12,568,225.37
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Leaving a Balance over 
and above our Liabili­
ties o f ............................
This balance represents 
the depositors’ m argin of 
safety. I t  is the bank’s 
working capital supplied 
by its stockholders. The 
am ount is carried on our 
books as follows:
Capital .........  $1,000,000.00
Surplus ........  1,500,000.00
Undivided 
P r o f i t s ___ 298,249.07
$2,798,249.07
Total C apital................  $2,798,249.07
Balance Sheets A, B, and C here­
tofore reproduced show the finan­
cial condition a t September 28, 
1925, of a National Bank doing 
business in New York City.
Balance Sheet A is an exact copy 
of the published statement.
Balance Sheet B shows the state­
ment in the form preferred by 
practicing accountants.
Balance Sheet C is an attem pt to 
arrive a t a statem ent of financial 
condition of a bank th a t will be 
readily understood by the ordinary 
newspaper reader.
That a great many New York 
banks are undercapitalized is 
shown by the table entitled “A 
Study of Recently Published Bank 
Balance Sheets” given herewith.
Bank Balance Sheets, whether 
published in the style of Balance 
Sheet B or Balance Sheet C, will do 
much to create healthier business 
and economic conditions.
The small business man would 
be taught through the medium of 
his daily newspaper how to read
and analyze a statem ent of finan­
cial condition. Once taught this 
much he will learn to fu rther ana­
lyze and compare. Bank depositors 
will become as critical of their own 
bank’s financial standing as the 
bank credit man is of the financial 
standing of his customers.
The layman will be taught the 
danger of over-expansion whether 
in his own business or on the part 
of his broker.
Anything th a t endangers the 
banking or economic structure ad­
versely affects business as a whole.
It is the w riter’s belief th a t when 
correctly prepared and understand­
able balance sheets are published 
by our banks in the newspapers the 
public a t large will be quickly 
taught the value of better business 
and accounting practices.
And this understanding of the 
value of good business procedure 
will do a great deal to stabilize the 
general business structure and help 
eliminate in a large measure the 
losses due to the failure every year 
of great numbers of small business 
men due largely to their inac­
quaintance with w hat is righ t and 
proper in business procedure.
If the banks are desirous of re­
ducing credit losses let them be 
the first to teach their customers 
better methods—and there is no 
better way than to begin a t home 
by publishing a correct and under­
standable bank balance sheet.
Addenda to “A Study of Some Re­
cently Published Bank Balance
Sheets.”
Are New York’s banks under­
capitalized ?
Is the undercapitalization due to 
overexpansion caused by the oper­
ation of too large a number of 
branch banks by many of our New 
York banking institutions?
Is the excellent record of these 
banks as dividend payers due to the 
fact th a t the capital employed is 
in small ratio to the total of all 
assets ?
Is it to keep from the average 
bank customer information th a t he 
should pertinently be interested in, 
tha t the banks do not analyze their 
statem ents of financial condition?
The Federal Reserve Bank acts 
as a buffer in time of financial 
stress. I t has saved more than one 
bank from  going to the wall. Yet 
there may come a time when a 
bank with many branches because 
of undercapitalization (lack of suf­
ficient margin of safety to  take 
care of unusual losses) will go to 
the wall and cause great havoc in 
the financial and business world.
I am an accountant, not a bank­
er, and the banking fratern ity  may 
differ with my views.
It certainly will do no harm to 
throw light on an economic situa­
tion so full of possibilities.
A STUDY OF SOME RECENTLY PUBLISHED BANK BALANCE SHEETS, BY SAMUEL NEW BERGER
(Sixteen New York Banks selected a t random )
A p p ro x im a te P ercen ta g e  of
C a p ita l or R a tio  o f C ap ita l S a fe ty  in  E v e n t
T o ta l M argin to  T o ta l of S h rin k a g e  of
B ank T o ta l A sse ts L ia b ilit ie s of S a fe ty A sse ts A sse ts R em a rk s
A .................... $4,914,138.27 $4,619,915.87 $294,222.40 1 to 16.3 5.98% Undercapitalized.
B .................... 6,611,181.55 6,115,542.41 495,639.14 1 to 13.5 7.39% Low capitalization.
C .................... 12,574,820.43 11,990,948.67 583,871.76 1 to 22 4.64% Very much undercapitalized.
D .................... 7,749,062.01 7,197,037.81 552,024.20 1 to 14 7.12% Low capitalization.
E .......... .. 45,552,839.16 43,106,166.38 2,446,672.78 1 to 19 5.37% Undercapitalized.
F  .................... 25,075,004.17 22,948,079.45 2,126,924.72 1 to 12 8.48% Low capitalization.
G .............. .. 15,366,474.44 12,568,225.37 2,798,249.07 1 to 5.5 18.21% Excellently capitalized.
H ....................  262,950,570.63 238,538,691.34 24,411,879.29 1 to 11— 9.29% F air capital.
I .................... . 306,666,108.45 282,311,840.00 24,354,268.45 1 to 13 7.81% Low capitalization.
J  .................... . 451,601,244.16 416,569,436.28 35,031,807.88 1 to 13+ 7.75% Low capitalization.
K .................... . 232,138,862.82 197,763,501.55 34,375,361.27 1 to 7— 14.8 % Excellently capitalized.
L .................... . 441,803,328.62 411,134,216.50 30,669,112.12 1 to 14.7 6.94% Low capitalization.
M ................... 74,374,495.64 69,723,230.36 4,651,265.28 1 to 16 6.25% Undercapitalized.
N ....................  649,815,086.52 603,585,790.18 46,229,296.34 1 to 14 7.11% Low capitalization
O ....................  187,132,331.03 173,573,890.02 13,558,441.01 1 to 14— 7.24% Low capitalization.
P .................... 121,855,835.89 112,627,413.63 9,228,422.26 1 to 13.3 7.57% Low capitalization.
T o ta ls ...  2,846,181,383.79 2,614,373,925.82 231,807,457.97 1 to 12+ 8.14% Low capitalization.
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COLLECTORS GIVEN AUTHOR­
ITY TO GRANT EXTENSIONS 
OF TIME FOR FILING IN­
COME TAX RETURNS
In order to prevent any congestion 
arising  from  all applications for exten­
sions of tim e being passed upon in the 
Com m issioner’s office and to lessen the 
possibility of delay in  taxpayers receiv­
ing th e ir  extensions of tim e, i t  is deem ­
ed advisable to delegate to the various 
collectors of In te rn a l Revenue au thority  
to g ran t extensions of tim e for filing in­
come tax  re tu rn s  in  certain  cases.
Collectors of In te rn a l Revenue are 
hereby au thorized to g ran t extensions 
of tim e for filing re tu rn s  of income in 
cases of absence, sickness, or inability  
to secure data to  m ake a correct re ­
tu rn . In  g ran ting  such extensions, the 
following m ust be observed:
1. No extension of tim e may be 
g ran ted  unless application  th e re fo r is 
made on or before the date prescribed 
by law for filing the  re tu rn .
2. The application for the  extension 
m ust sta te  specifically the  reason for 
requesting  th a t the  tim e for filing the 
re tu rn  be extended. The extension 
should be g ran ted  only if explanation 
given is sa tisfactory  to the collector. 
In  th is connection it is not believed 
th a t the illness or absence of a particu ­
la r officer of a corporation  or of a 
m em ber of a partnersh ip  constitu tes in 
itself a sufficient reason for g ran ting  
the  corporation or partnesh ip  an exten­
sion of tim e w ith in  which to  file its 
re tu rn .
3. In  no case should a p articu la r ex­
tension be g ran ted  covering a period of 
m ore th an  ninety  days. The usual tim e 
given should be from  th ir ty  to sixty 
days. In  any case w here a taxpayer 
requests an extension for a period of 
m ore th an  ninety  days, the  extension 
should be g ran ted  only for n inety  days 
and the taxpayer advised th a t if  he is 
unable to file the  com pleted re tu rn  prior 
to the expiration  of the  ninety-day pe­
riod a new application should be made 
before th a t period expires. In  th is way 
extensions of tim e may be g ran ted  in 
m eritorious cases for a period not ex­
ceeding six m onths from  the  date p re­
scribed by law for filing the re tu rn . No 
extension may be g ran ted  for a period 
of more than  six m onths except in  the 
case of A m erican citizens resid ing or 
traveling  abroad, non-resident alien in ­
dividuals, and foreign corporations hav­
ing no office or place of business w ithin 
the United States.
4. In  the  case of corporations, no ex­
tension of tim e may be g ran ted  unless 
conditioned upon the filing of a te n ta ­
tive re tu rn  and paym ent of one-fourth 
the  estim ated tax  on or before the  date
prescribed by law for filing the re tu rn , 
except as provided in  subdivision 7.
5. In  the case of individuals, te n ta ­
tive re tu rn s m ust be required  and one- 
fou rth  of the estim ated tax paid on or 
before the  date prescribed by law for 
filing th e  re tu rn  w henever in  the  opin­
ion of the  Collector it  is possible for the 
particu la r individual to  do so, except 
as provided in subdivision 7.
6 . In  the case of partnersh ip  re tu rns, 
Form  1065, fiduciary re tu rn s, Form  
1041, inform ation  re tu rns, Form s 1099 
and 1096, re tu rn s  of dividend pay­
m ents, Form  1097, w ithholding re tu rns , 
1013 and 1042, no ten ta tive  re tu rn s  
are required .
7. In case th e  application for the 
extension was m ade on or before the 
date prescribed by law for filing the 
re tu rn , bu t it  is im possible to  g ran t the  
extension in  am ple tim e to  enable the 
taxpayer to file the  ten ta tive  re tu rn  on 
or before the due date, the  date for fil­
ing ten ta tive  re tu rn  and paying one- 
fou rth  the estim ated tax  should be suffi­
ciently advanced in  the  com m unication 
gran ting  the  extension to perm it the 
taxpayer to comply w ith th is require­
m ent.
8 . In  all cases w here an  extension of 
tim e for filing a re tu rn  of income is 
granted , conditioned upon the  filing of 
a ten ta tive  re tu rn  and paym ent of one- 
fou rth  of the  estim ated tax  shown 
thereon, the  filing of such ten ta tive  re ­
tu rn  and paym ent of th e  required  tax  
becomes a condition precedent, and un­
less complied w ith, the  extension is of 
no effect.
9. By a “ ten ta tive  re tu rn ” is m eant 
a re tu rn  on the appropriate  income tax 
form , showing only the  nam e and ad ­
dress of the taxpayer and  the  estim ated 
am ount, if  any, of the tax  due. The 
item s and schedules shown on the  form  
need no t be filled in.
10. In te res t is collectible a t the ra te  
of 6 per cent per annum  on the differ­
ence between the  am ount of tax  shown 
on the  ten ta tive  and com pleted re tu rn s 
from  the due date of each installm en t 
up to  and including the  date  of the ex­
p iration  of the  period of the extension. 
There th e  date for filing the  ten ta tive  
re tu rn  has been advanced beyond the 
date prescribed by law for filing the 
re tu rn , in te rest a t th e  ra te  of 6 per cent 
per annum  should be collected on one- 
fourth the estim ated tax  from the due 
date of the  re tu rn  as prescribed by law 
up to the date on which the  ten ta tive  
re tu rn  was requ ired  to be made. In 
case no ten ta tive  re tu rn  was required , 
in te res t is collectible for th e  fu ll period 
of the extension on any installm ents due 
w ithin such period. The fac t th a t the 
taxpayer may file h is re tu rn  and pay his 
tax  before the  expiration  of the exten­
sion does no t relieve him  of liability  for 
in te rest covering the  fu ll period of the
extension. A paragraph  showing th a t 
in te rest is collectible should be inserted  
in  all com m unications g ran ting  exten­
sions of tim e for filing taxable re tu rn s.
11. Com m unications g ran ting  exten­
sions of tim e should call a tten tion  to 
the  fact th a t a copy thereof m ust be 
attached  to the ten ta tive  and com pleted 
re tu rn s  when filed and should be signed 
as follows:
“ D. H. Blair, Commissioner. By Col­
lecto r.”
The Com m issioner’s nam e should be 
typed and  the  Collector’s nam e w ritten  
w ith pen and ink.
12. A record  m ust be kep t of each 
extension granted . This record  should 
be kep t cu rren t in  o rder th a t any in ­
quiries from  the Bureau relative thereto  
m ay receive prom pt a tten tion . W hen a 
delinquent re tu rn  is filed w ithout any 
explanation as to the  delinquency, the 
record of extensions should be searched 
in  order to  determ ine w hether an  ex­
tension has been g ran ted  in th a t p a r­
ticu la r case and  the  resu lt noted on 
such re tu rn  in  order th a t the B ureau 
m ay no t erroneously assert the  penalty  
for delinquency. In  view of the  fact 
th a t a copy of an  extension m ay easily 
become detached from  the re tu rn  Col­
lectors are requested  to stam p on all 
re tu rn s  w here an extension has been 
g ran ted  the words “ Extension gran ted
to ................. ,” the date to be filled in
w ith a dating  stam p or pen and ink. 
Rubber stam ps containing the  legend 
above quoted w ill be furn ished  your 
office by the  B ureau in the  near fu ture . 
The above applies particu larly  to those 
re tu rn s  forw arded to the B ureau for 
audit.
Queries regard ing  th is m im eograph 
or procedure in connection therew ith  
w ill re fer to the num ber of the  mim eo­
graph  and th e  symbols IT :E :R R .
Due publicity  should be given the 
m im eograph so as to avoid applications 
for extensions of tim e for filing income 
tax re tu rn s  being subm itted  d irect to 
the Com m issioner’s office. [Mim. 3361, 
dated  Nov. 20, 1925 .]— Copyright, 
1925, by Prentice-H all, Inc.
ORDER SIMPLE BANK 
STATEMENT
MEXICO CITY— October 31.— Mexi­
can bank  sta tem ents m ust be simplified 
h ereafter, so th a t persons who are  not 
expert accountants may be able to un ­
derstand  them .
An order to  th a t effect has been is­
sued by the  N ational Banking Commis­
sion. I t  said th a t persons who deposit 
money in  a bank are en titled  to know 
the ban k ’s condition, not to guess a t 
it.—  (Evening S tar, November 14, 1925, 
W ashington, D. C.)
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C. P. A. Examination Questions— Wisconsin
Novem ber 4, 5 and  6 , 1925 
THEORY
(Time allowance, 4 hours)
Q uestion 1. (W eight 12 points.)
(a ) A m anufactu ring  concern purchases its coal supply 
in  advance. The officers have ju s t  adopted a s tandard  cost 
system  which necessitates a  uniform  m onthly charge to fac­
to ry  burden for fuel regard less of quan tity  used for any p a r­
ticu la r m onth. They desire you to  outline the necessary 
accounts and  procedure so th a t  such uniform  charge can be 
m ade w ithout in  any way destroying the  accuracy of the 
B alance Sheet or P rofit and Loss S tatem ent. Using the  fol­
lowing inform ation, show th e  ledger accounts to be opened 
and  ind icate  the  am ount and position of each item  in the two 
sta tem ents.
D ata: $18,000 of fuel purchased and on hand  Ja n u ary  1, 
1925. (This is the supply for th e  en tire  year.)
$2,500 of fuel used in  January .
(b) W hat two fundam ental reasons account for B urden 
V ariance? How would you analyze each of these in  o rder to 
ascerta in , elim inate, and  a d ju s t th e  factors of variance?
Question 2. (W eight 15 points.)
(a ) S tate  the  different aspects of depreciation from  the 
standpoin t of the engineer, the financier, and the  accountant.
D istinguish between a  repa ir and  a  renew al. W hat effect 
does each have on the  ra te  of depreciation?
(b) The following ledger accounts appear on th e  books 
of th e  Nagyobehs corporation. Give the correcting  jou rnal 
en tries and  show the  correct ledger account balances in  case 
th e  accounts a re  in  erro r. U nder th e  s tra ig h t line m ethod 
th e  depreciation ra te  to be used is 15 per cent.
M achinery
Jan . 1, 1922
New M achinery. . . . $10,000.00 
Ju ly  1, 1922
R epairs ...................... 100.00
Jan . 1, 1923
Renewal* .................  1,000.00
Jan . 1, 1924
R epairs ...................... 100.00
Ju ly  1, 1924
A dditional Mch. . . . 2,000.00
* T h is  rep laced  a  m ach in e  p u rch ased  J a n u a ry  1, 1922. T he 
$800.00 rece ived  from  sa le  of th e  old m ach in e  w as c red ited  d i­
re c tly  to  Surp lus.
S urp lus
Balance ................................................................................  $8,790.50
1924 P rofit and  Loss 
Balance   $6,215.80
Question 3. (W eight 13 points.)
The m anager of th e  Nosdam-W ell Company has taken  out 
several insurance policies containing the 80 per cent co-in­
surance clause. He desires you to te ll him  how much in su r­
ance he can collect in each of the following cases:
Agreed Loss Insurance
Assets Insured Sound Value Suffered Carried
Buildings ................ $40,000 $24,000 $38,000
F u rn itu re  ............... 9,600 7,840 7,200
Machinery ............... 24,000 9,600 16,000
M erchandise ........... ? Total 12,000
To find the value of the  m erchandise destroyed the f o l ­
lowing additional in form ation  is given: Opening Inventory, 
$22,000; Purchases for the  period, $30,000; Sales for the 
period, $50,000. The agreed gross profit averages 30 per 
cent of sales.
A nother com pany subm its the accom panying data and re ­
quests you to determ ine th e  am ount of use and occupancy 
insurance th a t it  should  carry  for each day. Sales, $150,000; 
Agreed Gross Profit, 20 per cent; Expenses th a t w ill con­
tinue, $20,000; Expenses th a t w ill no t continue, $10,000. 
There a re  25 business days in th e  m onth under considera­
tion.
Question 4. (W eight 5 points.)
The Rennep P aper Company bu ilt a large paper m ill d u r­
ing th e  period of h igh construction costs, which, although 
com pleted, has never been operated. Due to a slum p in 
paper consum ption, the concern now finds i t  necessary to re ­
finance th e ir  en tire  organization  and desire to float a bond 
issue aga in st the  new m ill to secure th e  necessary funds. 
Included in  the ir valuation  of the m ill is $1,000,000 of in ­
te rest, which was capitalized since the p lan t was completed. 
The bankers object to the  inclusion of th is  charge and also 
insist th a t the  asset accounts be reduced to 60 per cent of 
the  orig inal cost because of the  decline in  construction costs. 
Your client contends th a t both o f these dem ands a re  unfair.
Giving proper consideration to income tax  and o ther fac­
to rs  as well as correct accounting theory, s ta te  w hat advice 
you would give to your client, and  why.
Question 5. (W eight 5 points.)
In  the  ligh t of m odern accounting, which is the  m ore im ­
p o rtan t s ta tem ent, the  Balance Sheet o r the  Profit and Los3 
S tatem ent? In  your answ er show your fam iliarity  w ith ac- 
counting h isto ry  and developm ent as well as cu rren t busi­
ness practice.
Q uestion 6 . (W eight 10 points.)
S tate  the  n a tu ra l divisions of a business budget and the 
k ind of records to  be kep t explaining adm inistra tive control 
and protection  from  exceeding budget allo tm ents. E m pha­
sis should be placed upon the  re la tion  of th e  budget and the 
o rd inary  accounts.
Q uestion 7. (W eight 5 points.)
In  ad ju sting  the books of the  home office w ith those of 
its  foreign branch, w hat ra te  of exchange would you use in 
eva lua ting  the following accounts as they  appear on the 
books of th e  branch in  order to p roperly  presen t the  home 
office balance sheet?
Cash, Accounts Receivable, F u rn itu re  and Equipm ent, 
Opening M erchandise Inventory, Closing M erchandise Inven­
tory, Incom e and Expense Accounts, Home Office Account, 
R em ittance Account.
Question 8 . (W eight 15 points.)
To show your fam iliarity  w ith the  principles of d e p a r t­
m ent sto re  accounting, determ ine th e  closing inventory  for 
th e  departm en t a t  cost price from  the  data  subm itted  h ere­
w ith. Opening Inventory, $55,000; M ark On (O riginal M ark 
U p), 20 per cent; Purchases a t Cost, $88,000; Purchases a t 
Selling Price, $115,500; N et Sales, $121,000; M ark Ups, 
$2,200; M ark Downs, $11,000; T ransfers into the D epart­
m ent a t Cost Price, $1,650; T ransfers in to  the D epartm ent 
a t Sales Price, $2,750; T ransfers o u t of th e  D epartm ent a t 
Sales Price, $2,750.
Question 9. (W eight 10 points.)
E num era te the accounting fea tu res which need special 
a tten tio n  in th e  p repara tion  of Consolidated Balance Sheets 
and Consolidated O perating S tatem ents. S ta te  a t least five 
custom ary ad justm en ts which are  necessary.
How would you show th e  value of the  holdings which the 
R uud Company has in  the Evin Company when i t  owns 40 
per cent of the to ta l C apital Stock of the  Evin Company, 
whose n e t assets to ta l $1 ,0 0 0 ,0 0 0 ?
Depr. 1922, $1,515.00 
Depr. 1923, 1,437.75 
Depr. 1924, 1,387.09
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Question 10. (W eight 10 points.)
W hat is the  correct theory  for the pricing of inventories? 
S tate  a t least th ree  m ethods of pricing which are  allowed 
by the  F ederal Income Tax Law.
W hat is th e  principle underly ing th e  so-called “ basic in ­
ventory” m ethod advocated by some accountants? In to  
w hat asset classification would th is  m ethod place the  m er­
chandise inventory?
AUDITING
(Tim e allowance, 4 hours)
Question 1. (W eight 10 points.)
A W isconsin corporation w ith authorized common capital 
stock of $1 0 0 ,0 0 0 , consisting of 1 ,0 0 0  shares of th e  par value 
of $100 each, of which 950 shares were paid in  and the 
balance unissued, and au thorized p referred  stock of $50,000, 
which was all issued and ou tstanding , was duly au thorized 
to change its common stock to 1 ,0 0 0  shares of stock of non­
par value. The profit and loss account a t  the  end of its  
fiscal year, before providing for m anager’s bonus, showed a 
loss of $ 1 0 ,0 0 0 , and the balance sheet sum m arized disclosed 
the  following:
Assets ................................................. ...................................  $156,000
L iabilities ............................................................................. 47,000
Capital stock, com m on..................................................... 95,000
Capital stock, p re fe rre d ..................................................  50,000
Deficit, beginning of y e a r ..........................  .................  26,000
Loss during  year before providing for m anager’s
b o n u s ............................... ....................................................  1 0 ,0 0 0
The p referred  stock carried  a  6 per cent cum ulative divi­
dend provision bu t no dividends had been declared during 
the  cu rren t or preceding fiscal year.
In lieu of a cash bonus provided for under the  te rm s of 
the  m anager’s em ploym ent, th e  board of d irectors voted to 
give him, and he accepted, th e  50 shares of unissued non-par 
common stock of the  corporation.
(a) D raft th e  en tries you would m ake on  the corporation’s 
books before closing, to record th is  transaction .
(b) W hat would be your advice if asked by th e  m anager 
for inform ation  as to  the  proper m anner of trea tin g  th is 
bonus on his individual F ederal income tax  re tu rn .
Question 2. (W eight 10 points.)
The following reserve accounts appear in  the  order given 
upon the ledger of a corporation whose books you are  au d it­
ing.
(a) Briefly s ta te  w hat investigation  or exam ination you 
would conduct as to the  sufficiency or deficiency of am ounts 
in  each reserve.
(b) S tate definitely how each one would appear in the 
balance sheet in  your report.
Reserve for A m ortization of Leaseholds.
Reserve for Bad Debts.
Reserve for Commissions E arned  b u t not yet payable.
Reserve for Contingencies.
R eserve for Depreciation.
Reserve for D iscounts on Sales.
Reserve for F ederal Income Tax.
Reserve for F luctua tions in  Foreign  Exchange.
Reserve for Insurance.
Reserve for Inventory  F luctuations.
Reserve for Pensions.
R eserve for P lan t Extensions.
Reserve for R eappraisal of Assets.
Reserve for S inking F und.
Question 3. (W eight 10 points.)
S ta te  and discuss th e  reasons why brokers request of the  
audito r, review ing the  records of a  com pany about to be re ­
financed, a balance sheet showing th e  condition of the  com­
pany a f te r  giving effect to th e  proposed financing.
How is the  prospective investor in te rested  in  such a  bal­
ance sheet? U nder w hat condition, if  any, would you be 
w illing to a ttach  your certificate to  such a sta tem ent?
Question 4. (W eight 10 points.)
A corporation  had  the  following account balances on its  
books a t  the  close of business December 31, 1923:
Captial Stock issued ( P re fe r r e d ) ...............................  $500,000
Capital Stock issue (N o-Par Value Class A ) .......... 1,000,000
Capital Stock issued (N o-Par value Class B ) .......... 303,000
T reasury  Stock a t  c o s t.....................................................  190,000
Surplus ................................................................................. 1,750,000
The corporation’s directors have decided to  declare a divi­
dend and desire to be inform ed as to the am ount payable to 
each class of stockholders, the only conditions being th a t  a 
Surplus of no t less th an  $1,200,000 be re ta ined  and  th a t 
dividends o ther th a n  p referred  be m ultiples of $10. All of 
the  corporation’s records a re  placed a t your disposal and 
you obtain  the  following facts therefrom :
The corporation was organized Ju ly  1, 1922. I t  began 
business w ith a cash capital of $1 0 0 ,0 0 0 , paid in  on the pre- 
organization subscriptions of Class A stockholders, 1,000 
shares.
The authorized cap ita l of the  com pany is:
P re fe rred  stock $100 par value, cum ulative, non-partici- 
pating, $500,000. The certificates of p referred  stock provide 
th a t holders shall be en titled  to 8 per cen t per annum  before 
any dividends are paid on common stock. The corporation’s 
counsel has given h is opinion th a t th is  m eans th a t divi­
dends to the p referred  stockholders accrue w ith lapse of 
tim e from  date of issue and dividends w ill be paid in  accord­
ance w ith counsel’s opinion.
Stock of no-par value Class A, 10,000 shares.
Stock of no-par value Class B, 100,000 shares.
Stock of Class A h as  fu ll voting rights.
Stock of Class B has no voting  righ ts.
Stock has been sold, paid for in fu ll and issued as follows:
P re fe rred  stock:
100 shares October 1, 1922;
300 shares Ja n u a ry  1, 1923;
600 shares A pril 1, 1923;
1,000 shares Ju ly  1, 1923;
3,000 shares October 1, 1923.
Class A (N o-Par V a lu e ) :
1,000 shares Ju ly  1, 1922, a t $100 per share
1,000 shares A ugust 1, 1922 a t  $100 per share.
4,000 shares Septem ber 1, 1922, a t $100 per share.
4,000 shares A ugust 1, 1923, a t $100 per share.
Class B (N o-Par V a lu e ) :
1,000 shares A ugust 1, 1922, a t  $18 per share.
1,300 shares October 1, 1922, a t  $30 per share.
200 shares F eb ruary  1, 1923, a t $30 per share.
2,000 shares Ju ly  1, 1923, a t  $120 per share.
T reasury  Stock has been acquired as follows:
P re fe rred  stock:
50 shares A pril 1, 1923, a t $105 per share.
(Of issue of October 1, 1922.)
50 shares Ju ly  1, 1923, a t  $106 per share.
(Of issue of Jan u ary  1, 1923.)
Class A:
30 shares A ugust 15, 1922, a t $110 per share.
170 shares Septem ber 15, 1922, a t $115 per share.
800 shares F eb ruary  15, 1923, a t  $120 per share.
Class B:
100 shares A ugust 15, 1922, a t  $25 per share.
400 shares May 15, 1923, a t $105 per share.
(These were some of the shares sold October 1, 
1922.)
100 shares Septem ber 15, 1923, a t  $110 per share.
(Of lo t sold F eb ruary  1, 1923.)
51 shares November 15, 1923, a t  $100 per share.
(Of lo t sold Ju ly  1, 1923.)
There are no credits in  the  T reasury  Stock Account.
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The Surplus is all earned Surplus and available for divi­
dends.
The corporation has not previously declared or paid any 
dividends.
Show in detail your com putation of the figures required  
by the d irectors.
Question 5. (W eight 10 points.) 
The stockholders of the S terling Brick M anufacturing 
Company, a close corporation, propose to give as th e ir  dona­
tion tow ard a new Y. M. C. A. building to be erected in the ir 
city, all of th e  brick needed in  its  construction  up to the 
am ount of $1 0 ,0 0 0 , figured a t the going sales prices to con­
trac to rs. The m ason w ork contract, including the furnishing 
of brick, has been le t to a contractor, who has placed his 
o rder for brick w ith the  S terling  Brick Company, the  a n ­
ticipated  requirem ent am ounting to abou t $15,000, of which 
abou t half has been delivered a t the  close of th e  year 1924.
You are  requested  by the officers of the  com pany to devise 
a  legal m ethod by which th is donation can be m ade so th a t 
no profit will appear as a resu lt of th e  donated bricks de­
livered to th e  contractor, and under which the donation can 
be taken  as a deduction. W hat plan would you suggest?
Question 6 . (W eight 20 points.)
A m anufacturing  com pany began business A ugust 1, 1913, 
and a t December 31, 1924, its fixed asset accounts contained 
the follow ing en tries:
F u rn itu re M achinery
and and
Charges F ix tures Dies Equipm ent
P urchases during 1913.  $252.06 $1,062.71 $11,705.13
Purchases during 1914. . 85.00  271.94 8,749.19
Purchases during 1 9 1 5 .. . 247.75 340.94 226.39
Purchases during 1916. . 14.80 265.43 347.02
Purchases during 1917. . 7.00 421.45 421.25
Purchases during 1 9 1 8 .. 75.25 492.06 32.55
Purchases during 1 9 1 9 .. . 178.00 115.66 117.07
Purchases during 1 9 2 0 .. . 274.45 103.56 35.75
Purchases during 1921. . 39.20 199.84 63.29
Purchases during 1922. . 92.50 122.40 10,281.50
Purchases during 1923. . . 261.35 13.00 15,317.39
Purchases during 1924. . . 473.86 145.82 2,124.50
Credits a t  cost prices for p roperty  sold:
Sale 1919, Acquired 1 913 .......... $1,309.50
Sale 1922, Acquired 1 9 1 4 .......... 6,500.00
Sale 1924, Acquired 1 9 1 3 .......... 350.00
Sale 1924, Acquired 1 9 1 4 .......... 224.28
Depreciation has been charged to operations and set up in
appropriate  reserve accounts a t the end of each calendar
year, based on end of the year depreciable values, a t the
following ra tes, and such ra tes  and basis for charges have
been passed by S tate  and F ederal exam iners as deductible
for income taxes:
F u rn itu re  and M achinery and
Fix tures Dies Equipm ent
P e r  cen t P e r  cen t P e r  cen t
1913 ............ ........ 3 0 3
1914 .....................  7 ½ 10 7 ½
1915 ..................... . 7 ½ 10 7 ½
1916 .....................   7 ½ 10 7 ½
1917 .....................  7 ½ 10 10
1918 .....................  7 ½ 10 10
1919 .....................  7 ½ 10 10
1920 .....................  7 ½ 10 10
1921 . ................  7 ½ 10 10
1922 .....................  7 ½ 10 10
1923 .....................   7 ½ 10 10
1924 .....................  7 ½ 10 10
for $50,000 a fte r th ree years of occupancy. Im m ediately 
a fte r occupancy they expended $9,000 on perm anent im ­
provem ents to the property. At the end of the second year 
of th e ir  occupancy they  obtained, from  th e  owner of the 
property, a reba te  of $3,000 of the sum expended for p er­
m anen t im provem ents, in consideration for perm itting  jo in t 
use of one of the im provem ents by ano ther tenan t. A t the 
beginning of the fourth  year they exercised th e ir  option to 
purchase the  property.
A ssum ing th a t the com pany’s fiscal year coincides w ith 
the lease year, give—
(a) The en tries you would m ake in  the  property  or o ther 
accounts, based upon the  foregoing facts; and
(b) The depreciation en tries you would m ake, based upon 
the foregoing facts, a t the  end of the  first, second, th ird  and 
fou rth  years, having in  m ind the requirem ents of the Fed- 
era l income tax  laws.
Question 8 . (W eight 10 points.)
An autom obile finance com pany furnishes cash for the 
purchasers of m otor cars upon a  plan of which the following 
is a typical example:
Selling price of the c a r .....................................................  $1,400.00
F inance c h a rg e ...................................................................  100.00
Total charge to p u rch ase r.............................................. 1,500.00
Purchaser pays in ca sh ................................................... 500.00
P urchaser gives ten  notes for $100 each, w ithout 
in terest, to m aturity , payable m onthly from  1 to
10 m onths a fte r date, secured by chattel m ort­
gage on the c a r ............................................................  1 ,0 0 0 .0 0
Finance company pays dealer $900 in cash and takes over 
notes. The finance company pays a prem ium  of $10 for fire 
and the ft insurance on the car.
Outline the m ethod you would advise for com puting the 
income of a finance company operating upon the above plan 
and give reasons for p referring  your plan to others th a t 
m ight be used.
Question 9. (W eight 15 points.)
The directors of a Community Chest Fund, or City C har­
ity  Fund, in which tw enty agencies have pooled the ir appeals 
for public support ask you to outline a complete accounting 
system for the use of the  cen tral office and of each agency 
which will allow a satisfactory  aud it to be made of all cen­
tra l office and agency records. Outline the system as re ­
quested and sta te  exactly the data  which you insist should 
be available for purposes of audit.
F rom  the above data, prepare a work sheet which may 
be used as a perm anent record reflecting depreciable values 
upon which to base recurring  annual depreciation charges.
Question 7. (W eight 10 points.)
The “A” M anufacturing Company leased a building J a n u ­
ary  1 , 1921, for a five-year term , w ith an option to purchase
PROBLEMS 
(P a r t  I)
(Tim e allowance, 4 hours)
Problem  1.
A S ta te  bank exam iner found a shortage in the accounts 
of the cashier of The Farm ers S tate B ank on April 3, 1925, 
and thereupon ordered the bank closed. A special deputy 
was appointed and he took charge of the bank 's affairs as of 
the date of closing.
The cashier has attem pted  to cover his speculations by the 
omission of en tries and by false en tries. The deputy did not 
open a proof of loss account and correct each entry, bu t pro­
ceeded by determ ining the correct balances of th e  asset and 
liability  accounts. D uring the  tim e he was in charge, the 
deputy reduced some of th e  loans to cash, levied and col­
lected an assessm ent of 100  per cent on the  stockholders, 
collected th e  cashier’s fidelity bond of $1 0 ,0 0 0  and paid the 
bills payable in addition to correcting the accounts which 
were in  error.
You are  given below the sta tem ents of conditions on April
3, 1925, the closing date, and on A ugust 17, 1925, the day 
the bank reopened.
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Resources
A pril 3, A ugust 17,
1925 1925
Loans and D iscounts...................... $47,801.31 $24,739.27
O verdrafts .........................................  378.88 1,196.20
Bonds ................................................... 100.00 150.00
Cash on h a n d ....................................  419.47 5.42
Due from  depository b a n k s .......... 856.49 35,307.98
Banking House ............ ................... 2,500.00 2,500.00
F urn itu re  and F ix tu re s ................. 2,800.00 2,800.00
T o ta ls ....................................... 54,856.15 66,698.87
L iabilities
Capital ................................................  $10,000.00 $10,000.00
Undivided p ro fits ..............................  930.83 3,881.86
Individual D eposits.........................  13,524.76 26,814.68
Savings D eposits..............................  6,020.20 6,020.20
Time D eposits....................................  14,502.05 18,918.62
C ashier’s Checks .............................  878.31 1,063.51
Bills Payable ..................................... 9,000.00 .........................
T o ta ls ....................................... 54,856.15 66,698.87
Note— D uring the  period the  bank was closed, the ex­
penses exceeded th e  income $1,056.40.
R equired:
(a) D eterm ine the am ount of the em bezzlem ent by the 
use of com parative financial sta tem ents, and a s ta tem en t of 
application of funds.
(b) W hat was the am ount of the bank ’s loss from  the 
em bezzlement, if any?
(c) Prove the answ er to (a) by an analysis of Undivided 
Profits.
Note— All sta tem en ts and analyses m ust accom pany the 
solution.
Problem  2.
You are engaged in preparing  am ended F ederal Tax Re- 
tu rn s  for a client who has ju s t obtained perm ission to change 
from  a cash basis to  th e  accrual basis. The years for which 
am ended re tu rn s  are to be filed are  1923 and 1924. W hat 
ad justm en ts are necessary in  order to change to the  accrual 
basis in  connection w ith the  following insurance account 
only? Make any o ther ad ju stm en ts necessary to correct, 
the  books.
Your work sheet should indicate clearly the ad justed  in ­
come for each of the years affected. Also give the  correct­
ing jou rnal en try  or en tries to b ring  the clien t’s books into 
accordance w ith your am ended tax re tu rns. Consideration 
should be given only to the accounts as sta ted  and tr a n s ­
actions prior to these should be ignored.
Insurance Account— Debits
1923
May 1. F ire  Insurance Prem ium  on Building cover­
ing period from  5-1-23 to 4-30-26............... $5,400
Ju ly  15. F ire  Insu rance Prem ium  on Stock covering
period from  7-1-23 to 6-30-24...................... 1,500
Aug. 1. Employes F idelity  insurance covering pe­
riod from  8-1-23 to 7-31-25..........................  6,000
Sept. 1. F ire  Insurance Prem ium  on Equipm ent cov­
ering  period from  9-1-23 to  8-31-28* . . . 7,200 
Oct. 1. Due from  F idelity  Insurance Company on
shortage of bonded em ployee........................  1 ,0 0 0
2 1 ,1 0 0
1923 
Ju ly  1
Insurance Account— Credits
1924
Mar. 1. P rem ium  on L iability  Insurance carried  
on tru ck s and autom obiles 6-15-23 to
6-14-24† ...............................................................  3,600
June 1. A dditional F ire  Insurance on Building cov­
ering period from  6-1-24 to 5-31-27.......... 1,800
Ju ly  10. F ire  Insurance P rem ium  on Stock covering
period from  7-1-24 to 6-30-25...................... 1,500
Nov. 1. Shortage of M. Meyers to be paid by F idelity
Insurance C o m p a n y ......................................... 500
-----------  7,400
* 5 -y ear po licy  c o n ta in in g  80 p e r cen t c o -in su ran ce
c la u s e .† T h is  p o l i c y  w a s  r e n e w e d  6 -1 5 -2 4  t o  6 -1 4 -2 5  b u t  h a s  
n o t  y e t  b e e n  p a id . P r e m iu m , $ 3,600.
R efund due to reduction  in  ra te  of Em ­
ployes F idelity  In su rance . .............................  $600
Dec. 31. T ransferred  to Profit and Loss A ccount. . . . 20,500
21,100
1924
Feb. 1. Refund from  F idelity  Insurance Company
on 1923 sh o r ta g e .............................................. 1,000
Dec. 31. T ransferred  to P rofit and Loss A ccount. . . . 6,400
----------  7,400
PROBLEMS 
(P a r t  I I)
(Time allowance, 5 hours)
Question 3.
The A. B. Milling Company engaged in the  m anufacturing  
of F lour and Feed desires your services in the closing of its 
books and th e  prepara tion  of its  annual sta tem en ts in accord­
ance w ith m odern practice recognized by the U. S. T reasury  
D epartm ent. The tr ia l balance of the Company as a t A ugust 
31, 1924, bu t before final ad ju stm en ts and closing en tries 
are made, is as follows:
Debit
Land ............................................................... $20,000
Buildings .....................................................  250,000
Milling M achinery and E quipm ent. . . 200,000
Office F u rn itu re  and F ix tu re s ............... 10,000
B oard of T rade M em berships................  5,000
Inventory  A ugust 31, 1 923 ...................  192,450
Accounts Receivable ...............................  212,000
Cash Surrender Value of Life In ­
su ran c e .......................................................  25,000
D rafts B /L  attached  D iscounted..........
Reserve for Bad D eb ts.............................
Cash in B an k s.............................................. 40,000
Cash on H a n d .............................................. 500
Prepaid In te re s t ..........................................  450
Advance Prem ium  L iability Insurance 500
Unexpired Insurance ...............................  950
Capital Stock ..............................................
Notes Payable, B a n k s ...............................
G rain Sales C om pany...............................
Accounts Payable ....................................
Loans of Life Insurance P o lic ies. . . .
Reserve for D epreciation ........................
S tate and Local Taxes A ccrued ............
Surplus .............. ...........................................
W heat P u rc h a s e s ......................................  759,070
Bag P u r c h a s e s ...........................................  38,455
B arrel P u r c h a s e s ....................................... 4,500
W heat F r e i g h t ...........................................  31,175
Sundry in  F re ig h t....................................... 4,260
Mill Labor ................................................... 29,450
Fuel ................................................................ 15,430
S uperin tenden t’s Salary ........................  6,000
Chem ist’s Salary ....................................... 4,000
L aboratory  Supplies and Expenses. . . 925
Real E sta te  and Occupational Taxes. . 12,500
D epreciation ...............................................  13,000
M aintenance of Buildings and E quip­
m e n t............................................................  2,275
Car L ining P a p e r ....................................... 1,950
F ire  and General In su ran ce .................  5,415
L iability  Insurance .................................. 1,620
General Mill E xpenses.............................  9,760
Salesm en’s Salaries and Com m issions. 18,640
Salesm en’s Expenses ...............................  8,225
A dvertising .................................................  5,640
F re ig h t on S ales .........................................  2,150
General Sales E xpense.............................  2,540
Bad D eb ts.....................................................  1,295
A dm inistrative Salaries ........................  22,635
Office Supplies ...........................................  2,140
Telephone and T e leg rap h ...................... 1,635
Postage ......................................................... 1,960
Life Insurance P rem iu m s........................  845
General A dm inistrative E x p e n s e s . . . .  5,285
In te res t P aid  ..............................................  9,435
P rofit on Option T ra d in g ........................
F lour Sales ................................................
Feed Sales ...................................................
C redit
$40,000
10,000
500,000
75,000
750
8 ,0 0 0
9,450
195,350
13,260
60,250
2 0 ,0 0 0
1,025,000
22,000
1,979,060 1,979,060
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C ertain  ad justm en ts such as accrual of S tate  and Local 
Taxes, depreciation, deferred  charges, etc., have been made 
by the  Company accountan t and  the  books are  ready  to  be 
closed sub ject to such fu rth e r  ad justm en ts as may be re ­
quired. The Inventory  a t th e  close of the  year to talled  
$196,987 and was m ade up as follows:
W heat in  Mill and W arehouse, 70,167 bu ............ $105,250.50
F lour on Hand, 10,842 b b ls ....................................... 86,736.00
Bags, e tc ..........................................................................  5,000.50
196,987.00
Supplem ental data  as indicated by the  records revealed 
the following situation : Option had been purchased for 
w heat upon a m argin basis as reflected in the balance owing 
the Grain Sales Company, 70,000 bu. a t a to ta l price of 
$98,000. There were undelivered sales in  the order books a t 
the  closing date  of 50,000 bbls., to ta ling  $412,500. The 
m arke t price of w heat per closing price on the last day of 
the period was $1.50 per bu. Cost sheets based on th is 
m arke t showed a cost of $8  per barre l for flour. Cash 
w heat purchased b u t no t delivered was 60,000 bu. a t a cost 
of $93,000. The yield was 4 ½ bu. of w heat per barrel of 
flour produced. Bad debts were all charged to profit and 
loss, the  reserve rem aining the  same throughou t the year.
R equired:
(1) Balance Sheet as a t A ugust 31, 1924.
(2) Profit and Loss Account for the  Year.
(3) S tatem ent of Long or S hort Position as a t A ugust 
31, 1924.
(4) A djusting Jou rna l E n tries w ith supporting data. 
Question 4.
The Lawrence and Sawyer Company of W aldo, Wis., w ith 
an authorized capital stock of $50,000 present the following 
T rial Balance on May 1, 1925.
Assets .................................................................  $125,000
Expenses . .................................................... 12,500
Liabilities .......................................................... $50,000
Capital Stock ................................................... 25,000
Surplus ..............................................................  12,500
Income ..............................................................  50,000
137,500 137,500
You are called in by Mr. Sawyer who asks you to ad ju st 
the corporation books in accordance w ith the following facts:
Lawrence who owns 126 shares of the outstanding  stock 
(par value $100) dem ands th a t e ither Sawyer sell his (Saw­
yers) in te rest to him  (Law rence) consisting of 124 shares 
for $12,400 or buy his (Law rence’s) in te rest from  him  (Law ­
rence) for $25,000.
Under the circum stances Sawyer decides to buy and has 
his lawyer draw  up a binding contract, the sa lien t features 
of which are as follows:
Lawrence to sell to Sawyer 126 shares of stock a t $25,000 
for cash as of May 1, 1925. In  order to finance this, Sawyer 
has to borrow $15,000 from  the  bank th rough  th e  corpora­
tion, giving his personal note to the corporation in  exchange 
and pledging as security 150 shares of stock in the  Lawrence 
and Sawyer Company.
The corporation then secures perm ission to change its 
nam e to the  W aldo M ercantile Company and a t the  same 
tim e absorbs the firm of Gray and Meyer whose Assets and 
L iabilities on May 1, 1925, are $60,000 and $25,000, respec­
tively, issuing in  exchange therefo r 250 shares of previously 
unissued stock, of which one share is made out to Sawyer, 
he thereby m aintain ing control.
D raft the necessary entries to record the  above facts as 
they affect the  corporation giving proper consideration to the 
book value a t  date of purchase of stock (May 1, 1925) from  
Lawrence by Sawyer. Show the final tr ia l balance a fte r all 
ad justm en ts have been made.
COMMERCIAL LAW
(Time allowance, 2 ½ hours)
Question 1.
(a) W hat two elem ents m ust concur in every valid con­
trac t?
(b) W hat is the  ru le  re la ting  to the  com m unication of 
the offer and acceptance?
Question 2.
“A” in Boston offers by le tte r  a carload of sugar to “ B” 
in Milwaukee a t a certain  price. “ B” m ails a le tte r in Mil­
w aukee to “A” in Boston declining the  offer. Three hours 
la te r  “ B” in M ilwaukee wires “A” as follows: “ Offer ac­
cepted. Ship a t once.” This te legram  is received by “A” two 
hours in advance of “B ’s” le tte r  of declination. Is there a 
contract?
Question 3.
“A” sells two horses to “B.” Of one horse “A” says, “He 
is w orth one hundred and fifty dollars.” Of the  o ther horse 
he says, “ I paid one hundred and fifty dollars for th a t one.” 
N either sta tem en t is true. Does either represen tation  or both 
constitu te a fraud  upon “B” ?
Question 4.
(a) W hat effect upon the contract has a m istake on the 
p a rt of the parties?
(b) W ill a m istake in expression avoid a contract?
Question 5.
(a) In  a sale of specific chattels, when does title  pass?
(b) W hat im plied condition is there in a sale of property 
by description?
Question 6 .
(a) W hat is a  factor?
(b) Give the  general ru le governing the scope of an 
agen t’s authority .
Question 7.
(a) W hat is the liability  of a bank th a t takes special de­
posits of jewelry, bonds, etc., gratu itously?
(b) W hat is the distinction between a pledge and a lien?
Question 8 .
Is the following a negotiable prom issory note? W hy?
Milwaukee, Wis., April 1, 1925. 
T hirty  days a fte r Glenn F ran k  is elected P residen t of the 
U niversity of Wisconsin, I prom ise to pay to the order of 
E lihu Root five hundred dollars a t the Chase N ational Bank, 
New York, for value received.
(Signed) W ill Hays.
Question 9.
(a) W hat a re  the righ ts of a bona fide holder of a bill 
or note?
(b) W hat form  would a non-negotiable prom issory note 
take in which “A” is the m aker; “ B” the payee; fifty dollars 
the am ount; th ree  m onths the tim e; M arshall & Ilsley Bank 
the place of paym ent?
(c) W hat form  would the note take if i t  were negotiable?
Question 10.
“A” owes “ B” $100 and offers his note for the  am ount 
for th ree  m onths. “ E ” dem ands security, and “C” a t his 
request signs the  following paper:
“ I agree to become responsible as su re ty  for the paym ent 
of “A’s” note for $100 dated th is day.”
W hen the note becomes due, “A” pays $25 on account 
and gave “B” a new note for $75 for th ree m onths. This 
last note is not paid, and “ B” sues “ C” upon th e  above con­
trac t. Can “C” m ake any defense?
Question 11.
(a) W hat is the necessity of a contract in the creation of 
a  partnersh ip?
(b) W ha t  is the real test of the existence of a  partnersh ip?
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Question 12.
A fter the dissolution of the  firm of “A” and  “ B,” “ B” 
conveys by indorsem ent to “ C” a  note held by th e  firm. 
W hat r ig h t has “ C” against the firm?
Q uestion 13.
In  a certa in  stock corporation  only 50 per cent of the  
subscribed capital has been called. “ A” has paid all the 
installm ents called and has loaned the  com pany an  additional 
sum  for which he has tak en  its  prom issory note, and has 
transfe rred  th e  note to “ B.” “ B” dem ands paym ent. May 
the  com pany call fu rth e r  installm ents on “A’s” stock, and 
offset the am ount so called against the prom issory note 
held by “ B” ?
Question 14.
(a) How can the capital stock of a corporation  be in ­
creased?
(b) W hat is cum ulative p referred  stock?
(c) W hen stock is pledged as collateral, who is liable 
thereon  to the  corporate creditors?
Question 15.
(a) W hat is the  duty  of a common carrie r as to the  dis­
patch w ith which goods a re  delivered?
(b) To w hat ex ten t has a ca rrie r a p roperty  in te rest in 
goods shipped?
Question 16.
(a) W hat is the  necessity of recording a cha tte l m ortgage?
(b) W ho may redeem  m ortgaged property?
Question 17.
(a) W hat is a general guaran ty?
(b) A special guaran ty?
(c) A continuing guaran ty?
(d) A lim ited guaran ty?
Question 18.
“A” owns a  stock of goods w orth $10,000. He carries 
thereon  a policy of insurance for $5,000 in the  “ B” com­
pany, which policy contains an  80 per cent clause, and 
carries no o ther insurance. The stock is dam aged by fire 
to the extent of $4,000. How m uch can “A” recover from  
the  “ B” com pany?
Question 19.
(a) W hat are  le tte rs of adm inistra tion?
(b) W hat is m eant by the  probate of a will?
(c) W hat is the  ru le  for the d istribu tion  of an estate  of 
an in testa te?
Question 20.
(a) W hat is the  difference between a vo luntary  and an 
involuntary  bankrup t?
(b) W hat is an  assignm ent for the benefit of creditors?
(c) W hat is a proof of claim ?
ELEM ENTS OF POLITICAL ECONOMY 
(Tim e allowance, 2 ½ hours)
A nsw er Any Ten Questions
Question 1.
(a) Define production, as the term  is used in economics, 
showing two d istinct form s which production may take.
(b) Explain the  im portan t differences in  (1) the  form  
and ( 2 ) the  objects of a vertical com bination, illu stra ted  by 
the  F ord  Company and a horizontal com bination, such as the 
S tandard  Oil Company in its  ea rlier h istory, when i t  was a 
com bination of refining com panies only.
Question 2.
Com ment on the  following statem ents, re fu tin g  them  if 
they are  false or inadequate and supporting  them  if they 
are true.
(a) Monopoly price can be, and som etim es is, lower than  
the price under freely  com petitive conditions.
(b) The M althusian theory  of population can no t be true , 
because every m outh th a t comes in to  the  w orld brings two 
hands w ith which to feed itself.
(c) The selling price of a piece of land is derived from , 
and  in  dependent upon, the  annual re n t which the land yields.
Question 3.
(a) W hat is m eant by the s ta tem ent th a t a  concern is 
over, or under-capitalized?
(b) Explain th ree  d ifferent standards which are  used to 
determ ine w hat is a fa ir value of the  capital of a  corporation.
(c) Show how a corporation  m ay be overcapitalized ac­
cording to one s tandard  for determ ining fa ir capital value 
while it  is a t th e  sam e tim e undercapitalized  w ith reference 
to ano ther standard .
Question 4.
(a) W hat were some of the  defects in  the B anking organ­
ization of the  U. S. which led to the  adoption of the  F ederal 
Reserve System?
(b) W hat are the chief functions of the  F ederal Reserve 
Banks?
Question 5.
(a) Explain briefly:
(1) P a r  of exchange.
(2) Gold points.
(3) R ate of exchange.
(4) How the ra te  of exchange between England .
and the  U. S. is determ ined.
(b) “ The g rea ter the dem and for w heat the h igher the 
price will be; bu t a g reatly  increased dem and for autom o­
biles may resu lt in a fall in  price.”
Explain why dem and m ay have a different effect on the 
price of w heat than  on th e  price of autom obiles.
Question 6 .
Com ment upon the  following sta tem ents, re fu ting  them  if 
they  are false or inadequate, or supporting  them  if they 
are  true.
(a) If it were not for the  h igh tariff on im ports in to  th e  
U. S., every one of our large industries would be driven out 
of existence by the com petition of cheap German labor.
(b) The sta te  has no m oral r ig h t to tax  some people in  
order to get money to aid o thers. F or instance, i t  has no 
r ig h t to tax  a bachelor for the support of schools, to  levy 
an income tax  to pay old-age pensions, or to tax the  w ealthy 
at a much h igher ra te  th an  the poor.
(c) Socialists believe in the  abolition of all form s of 
p rivate  p roperty ; thus th e ir  system  is doomed to  fa ilu re  
because w ithout private p roperty  the re  could be no accum u­
la tion  of capital.
Question 7.
(a) D istinguish clearly between m arke t price and norm al 
price.
(b) C ontrast the influence of cost of production in de te r­
m ining norm al price w ith its  influence in determ ining  m arke t 
price.
Question 8 .
C ontrast profits and in te rest w ith respect to:
(a) The m ethod of determ ination  of each.
(b) The rela tion  of each to cost of production.
(c) The justification of the private receip t of each.
Question 9.
Describe the business cycle, and se t fo rth  a theory  which 
to some extent explains and accounts for the  constan t re ­
currence of the  cycle.
Question 10.
W hat do you consider to be the  m ost im portan t defect in 
the  operation of the  capitalistic system ? Do any of these 
defects constitu te  an  im portan t fea tu re  in the  Socialist 
criticism  of our p resen t system ?
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A re these defects in h eren t in  capitalism , thus necessita t­
ing  the  adoption of a new system  if they a re  to be rem edied, 
or can they  be rem edied w ithout changing m ateria lly  the 
essential fea tu res of capitalism ?
Question 11.
Com ment upon the following sta tem ents, refu ting  them  if 
they are  false or inadequate, or supporting  them  if they 
a re  true.
(a) In  any one trade , such as carpentry , there is only a 
certain  am ount of w ork to be done. If the  carpenters w ork 
as slowly as possible and s tre tch  out th e  job, they will in 
the long ru n  get m ore money in  wages than  if they work 
fast, because the actual w ork to be done would be the same 
in both cases, and th e  lessened ou tp u t per day w ill m ean 
longer em ployment.
(b) Collective bargain ing  by the  w orkers is absolutely 
necessary if the individual w orker is to be able to bargain  
over wages w ith the  em ployer on a basis of equality.
(c) The K ansas In d u stria l C ourt could not hope to suc­
ceed because of the fact th a t i t  is im possible for a court to 
determ ine w hat is a r ig h t and proper wage.
GOVERNMENTAL ACCOUNTING
(Time allowance, 2 ½ hours)
Question 1.
Define the following term s:
(a) Budget.
(b) Law.
(c) A ppropriation.
(d) Assessment.
(e) Reserve for Contracts.
(f) E m inent Domain.
(g) Capital Outlay.
(h) Unapplied Balance.
(i) B udget Allowance.
( j)  A ppropriation Encum brance.
Questions 2 and 3.
The M unicipal Budget of Com pton for the year 1924 con­
tained estim ated revenues to be collected as follows:
E stim ated  Tax R evenue .........................................  $1,418,752.50
E stim ated Miscellaneous R evenue...................... 280,858.09
The budget authorization  provided by ordinance to meet 
the requirem ents of the city to talled  $1,699,610.59.
The tax duplicates showed assessm ents levied am ounting 
to $1,435,126.75.
An ordinance provided for a reserve for tax abatem ents 
to ta ling  $49,759.61.
The collections reported  by the city treasu rer were as 
follow s:
Taxes ............................................................................. $1,408,025.50
M iscellaneous R evenue...........................................  275,745.30
The taxes rem itted  and abated am ounted to $21,175.10. 
The contracts entered into to talled  $915,000.
Purchase orders issued were $689,961.
D uring th e  year w arran ts were issued against contracts 
to ta ling  $901,850 and against purchase orders $653,475, 
being charged to cu rren t expenses.
The w arran ts paid by the city trea su rer aggregated 
$1,387,253.50.
P repare  in Journal en try  form  entries for p roprie tary  
accounts and for the F und accounts in the  G eneral Fund of 
the City of Compton, and subm it balance sheets as a t De­
cember 31, 1924.
Question 4.
In  p reparing  a budget for th e  County of Milwaukee, w hat 
sta tistics or un it costs would you have available w ith which 
to defend your requests for operating appropriations in  the  
following cases:
(a) E ducational activities.
(b) Institu tions.
(c) H ealth.
(d) Motor Vehicle Supplies.
(e) Fuel.
Question 5.
In auditing  the accounts of a municipality, w hat check 
would you m ake of the following items, nam ing specifically 
the records you w ould use:
(a) Taxes collected (C urren t Y ear).
(b) Taxes Uncollected.
(c) Taxes in a rrea rs  collected.
(d) Special Assessments.
(e) Income from  franchises and licenses.
Question 6 .
U nder the 1924 Federal Income Tax Law are the follow­
ing item s taxable to the recipient? W herever possible, an ­
swer yes or no.
(a) Amounts received under W orkm en’s Compensation 
Acts.
(b) Fees received by a clergyman.
(c) Proceeds of life insurance policies paid upon the 
death  of the insured.
(d) In te res t from  bonds w ith tax-free covenant.
(e) Value of property  acquired by gift.
(f) Exchange of real estate.
(g) Dividends from  building and loan associations.
(h) Salary of County Judge.
(i) Dividends received on stock of Federal Reserve Banks.
(j)  L iquidating dividends of a corporation.
Question 7.
(a) A owes B $100. A does repa ir w ork for B in con­
sideration  of which B cancels the indebtedness.
Does th is transaction  resu lt in taxable income to A?
(b) A, a t the age of 25 years, takes out a $10,000, 
tw enty-year endowment policy, the annual prem ium  being 
$510. D uring the life of the policy he received dividends 
which he allowed to accum ulate, thereby causing the policy 
to m ature in 18 years. D uring 1924 he received the full 
face value of the policy, $1 0 ,0 0 0 .
W hat income (from  Federal Income Tax standpo in t), if 
any, did A receive?
(c) A bought 20 shares of stock in 1922 for $60 per 
share. In F ebruary, 1924, he received for each two shares 
held the rig h t to subscribe for one share of stock a t $66  2-3 . 
He sold the righ ts for $20 each.
W hat am ount, if any, should he include in gross income 
as a resu lt of th is transaction?
(d) Corporation X organizes a  subsidiary corporation, Y, 
to which it  transfers p a rt of its  assets in exchange for all 
the  stock of Corporation Y and distribu tes th is stock as a 
dividend to its stockholders.
Is the d istribu tion  to the stockholders of the X corpora­
tion taxable?
(e) In  accordance w ith the term s of his m other’s will,
B, in 1923, received a piece of property  valued at $15,000. 
In 1924 he sold the  property  for $17,500.
W hat is B ’s taxable income on th is transaction?
Question 8 .
(a) U nder the Federal Inheritance Tax Law, w hat ex­
em ptions are  allowed?
(b) From  the standpoin t of the Federal Inheritance Tax, 
is there any advantage in holding securities which are exempt 
from  the F ederal Income Tax?
(c) Are the proceeds from life insurance policies payable 
to the  estate taxable under the Federal Inheritance Tax Law? 
Question 9.
As accountant for the S tate Board of Control it  is your 
du ty  to  prepare th e  operating  budget fo r a  new institu tion
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and  to  p resen t th is  budget to  th e  F i­
nance Com m ittee for its  approval.
O utline the  form  in  which you would 
subm it your request and  s ta te  w hat sup­
porting  in form ation  or da ta  you would 
furnish .
Question 10.
On Ju n e  1, 1925, the  records of the  
Com ptroller and  th e  City T reasurer 
show a cash balance of $8,500.
Ju n e  cash receip ts to ta l $1,500.
T he C om ptroller issued orders in  
June  as follows:
A la b a m a  S o c ie t y  o f  C e r t if ie d  P u b l ic  A c ­
c o u n t a n t s :
P re s id e n t, J a m e s  E . Dow e, C. P . A., 
P . O. B ox  417, M ontgom ery , A la ­
bam a.
S e c re ta ry -T re a su re r , Jo h n  F . A n­
d rew s, C. P . A.,* E m p ire  B ldg., B ir ­
m ingham , A labam a.
(A n n u a l M eeting  d a te :  F i r s t  M onday 
in  S ep tem ber.)
A r iz o n a  S t a t e  S o c ie t y  o f  P u b l ic  A c c o u n t ­
a n t s :
P re s id e n t, W . H . P lu n k e tt ,  C. P . A.,* 
A rizo n a  F ire  B ldg., P h oen ix , A r i­
zona.
V ice-P re sid en t, J . W . W ag n e r, C. P. 
A.,* 601 N o rth  4 th  Ave., P hoen ix , 
A rizona.
S ecre ta ry , J . M. L aw to n , C. P . A.,* 
P . O. Box 597, T ucson, A rizona.
T re a su re r , H. W . R o u n d tree , O’N eill 
B u ild ing , P ho en ix , A rizona.
(N ot ac tiv e .)
A r k a n s a s  S o c ie t y  o f  C e r t if ie d  P u b l ic  A c ­
c o u n t a n t s  :
P re s id e n t, F r a n k  W itte n b e rg , Sr., C. 
P. A., 1913 S co tt St., L it t le  R ock, 
A rk . (D eceased.)
S ec re tary , J . I. T raw ic k , C. P . A., 
S o u th e rn  T ru s t  B u ild in g , L it t le  
R ock, A rk .
T re a su re r , H. W . H e n n e g in, C. P . A.,* 
S o u th e rn  T ru s t  B ldg., L it t le  R ock, 
A rk .
C a lifo r n ia  S t a t e  S o c ie t y  o f  C e r t if ie d  P u b ­
l i c  A c c o u n ta n t s ,  I n c .:
P re s id e n t, H. Iv o r T hom as, C. P . A.,* 
A. G. B a r t le t t  B ldg., L o s A ngeles, 
C a lifo rn ia .
F i r s t  V ice -P re s id en t, N orm an L. Mc­
L aren , C. P . A., 444 C a lifo rn ia  St., 
San F ran c isco , C a lifo rn ia .
Second V ice -P re s id en t, H . A. W h ee le r, 
C. P . A.,* 1025 W a sh in g to n  B ldg., 
L os A ngeles, C a lifo rn ia .
S e c re ta ry -T re a su re r , J. F . F o rbes,
C. P . A., C ro ck er B ldg., S an  F r a n ­
cisco, C a lifo rn ia .
(A n n u a l m e e tin g  d a te :  Second S a tu r ­
d a y  in  Ju n e .)
C o lo r a d o  S o c ie t y  o f  C e r t if ie d  P u b l ic  A c ­
c o u n t a n t s :
P re s id e n t, L o u is  C. L inck , C. P . A.,* 
738 U. S. N atl. B a n k  B ldg., D enver, 
Colorado.
V ice -P re s id en t, L eon W illiam s, C. P. 
A., F i r s t  N a tl. B a n k  B ldg., D enver, 
C olorado. 
S e c re ta ry , F . T illm an  B row nne, C. P . 
A.,* 530 F o s te r  B ldg., D enver, Colo­
rado .
T re a su re r , J u l iu s  Von T obel, C. P. A., 
1010 F o s te r  B ldg., D enver, Colo­
rado.
(A n n u a l M ee tin g  d a te : Sep tem ber.)
C o n n e c t ic u t  S o c ie t y  o f  C e r t if ie d  P u b l ic  
A c c o u n t a n t s :
P re s id e n t, M. L. B lan ch ard , C. P . A.,
43 F a rm in g to n  Ave., H a r tfo rd , Conn.
N um bers 1 to  9, inclusive, a t  $75 
each.
Num bers 10 to 22, inclusive, a t $50 
each.
N um bers 23 to  28, inclusive, a t  $90 
each.
N um bers 29 to  35, inclusive, a t  $83 
each.
The T reasu rer paid the  following or­
ders in  Ju n e : Nos. 1, 3, 7, 11, 14, 18, 
20, 21, 25, 30, 32 and  33.
T hrough  e rro r th e  T reasu re r paid 
No. 32 for $73 and No. 21 for $53.
P repare  a sta tem en t reconciling the 
cash accounts of the  two departm ents.
V ice-P re sid en t, G eorge W . M eder,
C. P . A., 7 F a irm o u n t T errace , 
B rid g ep o rt, Conn.
S ec re ta ry , S. E a r l  Shook, C. P . A.,* 
945 M ain St., B rid g ep o rt, Conn. 
T re a su re r , F re d e ric k  W . Child, C. P . 
A., 12 L ex in g to n  Ave., G reenw ich, 
Conn.
(A n n u a l M ee tin g  d a te :  A pril.)
D e la w a r e  S o c ie t y  o f  C e r t if ie d  P u b l ic  A c ­
c o u n t a n t s :
P re s id e n t, W . H . V an  H eckle , C. P . A., 
M orris B ldg., P h ilad e lp h ia , Pa . 
V ice -P re s id en t, P e te r  T. W rig h t, C. P. 
A., E q u ita b le  B ldg., W ilm in g to n , 
Del.
S ec re ta ry , W ill A. C lader, C. P . A., 
P a c k a rd  B ldg., P h ilad e lp h ia , Pa . 
T re a su re r , C. E . Iszard , C. P . A,, Du 
P o n t  B ldg., W ilm in g to n , D elaw are . 
(No re ce n t in fo rm a tio n .)
D is t r ic t  o f  C o lu m b ia  I n s t i t u t e  o f  C e r t i­
fie d  P u b l ic  A c c o u n ta n t s ,  I n c .:
P re s id e n t, Ja m e s  A. C ouncilor, C. P. 
A.,* 426 W o o d w ard  B ldg., W a sh in g ­
ton , D. C.
V ice -P re s id en t, E dw . M. T y le r, C. P . 
A.,* 1319 F  St. N. W ., W ash in g to n ,
D. C.
S e c re ta ry -T re a su re r , C. V a u g h an  D a r­
by, C. P . A.,* M unsey B ldg., W a sh ­
in g to n , D. C.
(A n n u a l M ee tin g  d a te : T h ird  M onday 
in  Ju n e .)
S o c ie t y  o f  C e r t if ie d  P u b l ic  A c c o u n ta n t s  i n  
F lo r id a :
P re s id e n t, W a lte r  M ucklow , C. P . A.,* 
P e n in su la r  C a su a lty  B ldg., J a c k ­
sonv ille , F lo rid a .
V ice -P re s id en t, T. G. H u tch in so n , C. P. 
A., St. Ja m e s  B ldg., Jack so n v ille , 
F lo rid a .
S e c re ta ry , J . M. Jo rd a n , C. P. A., St.
Ja m e s  B ldg., Jac k so n v ille , F lo rid a . 
T re a su re r , R obt. P e n tla n d , J r ., C. P. 
A., C la rk  B ldg., Jac k so n v ille , F la . 
G e o r g ia  S o c ie t y  o f  C e r t if ie d  P u b l ic  Ac­
c o u n t a n t s :
P re s id e n t, W m . H. Jam es, C. P . A.,* 
904 A tla n ta  N a tio n a l B a n k  B u ild ­
ing , A tla n ta , G eorg ia .
S e c re ta ry , R. J. Sauls, C. P. A., 904 
A tla n ta  N a tio n a l B an k  B u ild ing , 
A tla n ta , G eorgia.
T re a su re r , O. P . A llen, C. P . A.,* 422 
C an d le r  B u ild in g , A tla n ta , G eorg ia. 
(A n n u a l M eeting  d a te : L a s t  S a tu rd ay  
in  N ovem ber.)
I d a h o  A s s o c ia t io n  o f  C e r t if ie d  P u b l ic  A c ­
c o u n t a n t s  :
P re s id e n t, N. H . Y oung, C .P. A., P . O.
Box 223, Boise, Idaho . 
V ice -P re s id en t, C. E . Folsom , C. P.
A., Y a tes  B ldg., Boise, Idaho. 
S e c re ta ry -T re a su re r , J . W . R obinson, 
C. P  .A.,* 1114 N o rth  7 th  St., Boise, 
Idaho.
(A n n u a l M ee tin g  d a te : F i r s t  S a tu rd ay  
in  December.)
I l l in o i s  S o c ie t y  o f  C e r t if ie d  P u b l ic  A c ­
c o u n t a n t s ,  I n c .:
P re s id e n t, F . B. A ndrew s, C. P. A., 76 
W . M onroe S tre e t, C hicago, Illin o is . 
V ice -P re s id en t, J. A n g u s S teven, C. 
P . A.,* 7 So. D e arb o rn  St., C hicago, 
Illin o is .
S e c re ta ry -T re a su re r , L ew is A shm an, 
C. P . A., 310 So. M ich igan  Ave., C hi­
cago , Illino is.
(A n n u a l M eeting  d a te : Second T u e s­
d a y  in  S ep tem ber.)
I n d ia n a  A s s o c ia t io n  o f  C e r t if ie d  P u b l ic  
A c c o u n ta n t s ,  I n c .:
P re s id e n t, Geo. S. Olive, C. P . A., 908 
H uane-M ansur B ldg., In d ian ap o lis , 
In d ian a .
V ice -P re sid en t, Geo. B. B u ist, C. P. 
A.,* 1011 F i r s t  N a tio n a l B an k  B ldg., 
F o r t  W ayne , In d ian a .
R eco rd in g  S ec re tary , S. S. Y eom an, C. 
P. A., 917 H u m e-M an su r B ldg., I n ­
d ian ap o lis , In d ian a .
C o rresp o n d in g  S ec re ta ry , H. A. R oney, 
C. P. A„* 819 S ta te  L ife  B ldg,, I n ­
d ian ap o lis , In d ian a .
T re a su re r , O. C. H erd rich , C. P . A.,* 
1014 M erch an ts  B an k  B ldg., In d ia n ­
ap o lis , In d ian a .
A ud ito r, A.  R. C hapm an, C. P. A., 5635 
C ollege Ave., In d ian ap o lis , In d ian a . 
(A n n u a l M eeting  d a te :  T h ird  W ed ­
n e sd a y  in  M ay.)
I o w a  S t a t e  S o c ie ty  o f  C e r t if ie d  P u b l ic  
A c c o u n t a n t s :
P re s id e n t, P . L. B illin g s, C. P . A., 
C om m onw ealth  B ldg., D es M oines, 
Iow a.
V ice -P re s id en t, I. B. M cG ladrey, C. 
P. A., M ullin  B ldg., C edar R apids, 
Iow a.
S ec re tary , E. J. W iedm an, C. P . A., 
316 L ib e r ty  B ldg., D es M oines, 
Iow a.
T re a su re r , G eorge P a rk e r , C. P . A.,* 
S o u th e rn  S u re ty  B ldg., D es M oines, 
Iow a.
K a n s a s  I n s t i t u t e  o f  C er t if ie d  P u b l ic  A c ­
c o u n t a n ts ,  I n c .:
P re s id e n t, W. T. N ew m an, C. P . A.,* 
C olum bian  B ldg., T opeka, K an sas. 
V ice -P re sid en t, J . D. F ren ch , C. P. A., 
C olum bian  B ldg., T opeka, K an sas. 
S e c re ta ry -T re a su re r , J. D. M. C roc­
k e tt ,  C. P. A., C o n tin e n ta l Bldg., 
K a n sa s  C ity, Mo.
(A n n u a l M ee tin g  d a te : Second T u e s­
d a y  in  Ju n e .)
K e n t u c k y  S o c ie t y  o f  C e r t if ie d  P u b l ic  A c ­
c o u n t a n t s ,  I n c . :
P re s id e n t, W . A. H ifn e r, J r ., C. P . A.,* 
205 C ity  B an k  B ldg., L ex in g to n , Ky. 
V ice -P re sid en t, M. B. M cM ullen, C. 
P . A.,* L o u isv ille  T ru s t  B ldg., 
L ou isv ille , Ky.
S ec re ta ry , S. W. E skew , C. P . A., 
1428 In te r -S o u th e rn  B ldg., L ouisv ille , 
K en tu ck y .
T re a su re r , B e rn a rd  B e rn ste in , C. P. 
A.* In te r -S o u th e rn  B ldg., L ouisv ille , 
K en tu ck y .
(A n n u a l M eeting  d a te :  M ay.)
S o c ie t y  o f  L o u is ia n a  C e r t if ie d  P u b l ic  A c ­
c o u n t a n t s ,  I n c .:
P re s id e n t, H e n ry  J. M iller, C. P . A.,* 
C anal C om m ercia l B ldg., New O r­
leans, L o u is iana .
V ice -P re s id en t, C. F . S co tt, C. P . A.,* 
820 W h itn e y -C e n tra l  B ldg., New 
O rleans, L o u is ia n a  
S e c re ta ry , Geo. A. T read w ell, C. P. 
A.,* 506 A udubon  B ldg., New O r­
lean s, L o u is ia n a  
T re a su re r , L an a u x  R aresh id e , C. P. 
A.,* 918 W h itn e y  C e n tra l B ldg., N ew  
O rleans, L ou isiana .
(A n n u a l M eeting  d a te : Second T h u rs ­
d ay  in  A u g u st.)
M a in e  S o c ie t y  o f  C e r t if ie d  P u b l i c  A c ­
c o u n t a n ts ,  I n c .:
P re s id e n t, C h este r M. Foss, C. P. A.,* 
C hapm an B ldg., P o rtla n d , M aine. 
V ice -P re s id en t, G eorge M. G raffam , 
C. P. A.,* 202 M asonic B ldg., P o r t ­
land , M aine.
S e c re ta ry -T re a su re r , E a r le  H. C un­
n in g h am , C. P . A.,* Box 426, P o r t ­
lan d , M aine.
C lerk , W illia m  Cohen, C. P . A., 440 
C o n g re ss  S tree t, P o rtlan d , M aine. 
(A n n u a l M eeting  d a te : N ovem ber.)
M a r y la n d  A s s o c ia t io n  o f  C e r t if ie d  P u b l ic  
A c c o u n ta n t s ,  I n c .:
P re s id e n t, Chas. O. H all, C. P . A.,* 
F id e li ty  B ldg., B a ltim o re , Md. 
V ic e -P re s id e n t, C h arles C. C roggon, 
C. P. A.,* C a lv e rt B ldg., B a ltim o re , 
M ary land .
S ec re ta ry , M arsh a ll C. R oop, C. P . A ., 
232 E q u ita b le  B ldg., B a ltim o re , M d.
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T rea su re r , E d w ard  J. S tegm an , C. P. 
 A.,* 814 E q u ita b le  Bldg., B a ltim o re , 
M ary land .
A ud ito r, C h arles  L. H ehl, C. P. A.,* 
C a lv e rt B ldg., B a ltim o re , Md. 
(A nnual M eeting d a te : Ju n e )
M a s s a c h u s e t t s  S o c ie ty  o f  C er t if ie d  P u b lic  
A c c o u n ta n t s ,  I n c . :
P re s id e n t, S. G. H. F itch , C. P. A., 1 
F e d e ra l St., B oston, M ass. 
V ice -P re sid en t, F re d e ric k  Bond C her- 
r in g to n , C. P. A.,* 79 M ilk St., B o s­
ton, M ass.
S ec re ta ry , Chas. F . R itten h o u se , C.
P. A., 89 S ta te  St., B oston , Mass. 
T rea su re r , A r th u r  T. Chase, C. P. A., 
84 S ta te  St., B oston, M ass.
(A n n u a l M eeting  d a te : M ay.)
M ic h ig a n  A s s o c ia t io n  o f  C er t if ie d  P u b lic  
A c c o u n ta n t s ,  I n c .:
P re s id e n t, W. T. M cConnell, C. P. A., 
1315 F o rd  B ldg., D e tro it, M ichigan. 
V ice-P re sid en t, M. B. W alsh , C. P . A.,* 
120 M adison Ave., D e tro it, Mich. 
S ec re tary , A lb e rt M. C olegrove, C. P. 
A., 821 L a F a y e tte  B ldg., D e tro it, 
M ichigan.
T re a su re r , R ich a rd  F itz g e ra ld , C. P. 
A., 924 B ook B u ild ing , D e tro it, 
M ichigan.
(A nnual M eeting  d a te : O ctober.)
M is s is s ip p i  S o c ie ty  o f  C e r t if ie d  P u b lic  
A c c o u n ta n t s ,  I n c .:
P re s id e n t, L. A. W illiam s, C. P. A., 
G reenw ood, M ississippi. 
V ice -P re sid en t, N elson E. T ay lo r, C. 
P. A.,* 218 E. Je fferson , G reenw ood, 
M ississippi.
S ec re ta ry , Jo h n  A. R o gers, C. P. A., 
614 M illsaps B ldg., Jack so n , Miss. 
T rea su re r, J. D. M eadows, C. P. A., 
M erid ian , M ississippi 
(A nnual M eeting  d a te : O ctober.)
M iss o u r i S o c ie t y  o f  C e r t if ie d  P u b l ic  A c ­
c o u n t a n ts ,  I n c .:    
P re sid e n t, F . A. W rig h t, C. P . A., 
L a th ro p  B ldg., K a n sa s  C ity  Mo. 
F i r s t  V ice -P re sid en t, D. P . P e te r , 506 
Olive St., St. L ouis, Mo.
Second V ice-P re sid en t, H. E. L u n s­
ford , C. P. A.,* 1003 P io n e e r  T ru s t 
B ldg., K a n sa s  City, Mo.
S ec re ta ry , T. C. H ansen , C. P. A.,* 
404 R id g e  A rcade, K a n sa s  C ity, Mo. 
T re a su re r , E. W . G o tte n s tra te r , C. P. 
A., 1136 A rcade B ldg., St. L ouis, 
M issouri.
(A nnual M eeting  d a te : Second F rid a y  
in  Ju n e .)
M o n ta n a  S o c ie t y  o f  C e r t if ie d  P u b l ic  A c ­
c o u n t a n ts :
P re s id e n t, R. L. T hom as, C. P . A., 
H en n essey  B ldg., B u tte , M ontana. 
V ice -P re s id en t, W. A. L ogan , C. P.
A.,* S ta te  C apitol, H elena , M ont. 
S e c re ta ry -T re a su re r , H a r ry  J. F en n e - 
m ore, C. P . A., O’R o u rk e  B ldg., 
B u tte , M ontana.
A u d ito r, H u g h  D. G alusha, C. P. A.,* 
Box 623, H elena, M ontana.
A ud ito r, R u sse ll D. M iller, C. P. A., 
H elena , M ontana.
(A n n u a l M eeting  d a te : Ju n e .)
N e b r a s k a  S o c ie t y  o f  P u b l ic  A c c o u n ta n t s :  
P re s id e n t, E . R. C olvert, C. P. A., N a­
tio n a l B a n k  of Com m erce, L incoln ,
V ice -P re sid en t, G. L. G reenfield, C. 
P . A., 354 O m aha N atl. B an k  
B ldg., O m aha, N eb rask a .
S e c re ta ry , T h o m as B. L arsen , C. P. 
A.,* 1039 F i r s t  N a tio n a l B an k  Bldg., 
Om aha, N eb raska.
T rea su re r , D an a  Cole, 711 T erm in a l 
B uild ing , L incoln , N eb rask a . 
(A n n u a l M eeting  d a te : F i r s t  S a tu r ­
d a y  in M ay.)
T h e  S o c ie ty  o f  C er t if ie d  P u b l ic  A c c o u n t ­
a n t s  o f  t h e  S t a te  o f  N e w  J e r s e y ,  I n c .:  
P re s id e n t, Ja m es  F. H ughes, C. P. A.,* 
104 F a irv ie w  Ave., J e r s e y  C ity, N. J. 
V ice -P re sid en t, M  E. P e lo u b et, C. P. 
A., 243 N. P a rk w a y , E a s t  O range, 
N ew  Je rsey .
Second V ice-P re sid en t, T. A. C rane, 
C. P . A., 120 B roadw ay , N ew Y ork 
City.
S ecre tary , Ju liu s  E. F lin k , C. P . A.,* 
31 C lin ton  S tree t, N ew ark , N. J. 
T re a su re r , M orris J. H oenig , C. P . A., 
9 C lin ton  S tree t, N ew ark , N. J. 
(A n n u a l M eeting  d a te : Second T u e s­
d ay  in M ay.)
N e w  Y ork . S t a te  S o c ie ty  o f  C e r t if ie d  P u b ­
l i c  A c c o u n ta n t s ,  I n c .
President, Homer S. Pace, C. P. A.,
30 Church Street, New York City. 
F irs t Vice-President, J. J. Klein, C. 
P, A., 19 W. 44th St., New York 
City.
Second V ice-P resid en t, Ja m es F. F a r ­
re ll, C. P. A., 110 W illiam  St., New 
Y ork  City.
Secre ta ry , M artin  K o rtjo h n , C. P. A.,* 
110 W illiam  S tree t, New Y ork  City. 
T rea su re r , H a ro ld  A. W ythes, C. P. A., 
30 C hurch  S tree t, New Y ork  City. 
(A nnual M ee tin g  d a te : Second Mon­
day in M ay.)
N o r th  C a r o lin a  A s s o c ia t io n  o f  C e rt ifie d  
P u b l ic  A c c o u n ta n t s ,  I n c .:
P re s id e n t, F re d e ric k  Moore, C. P. A.,* 
126 B rev ard  C ourt, C h a rlo tte , N. C. 
V ice-P resid en t, Jo h n  E. W ilson , C. P. 
A.,* 20½ G o vernm en t St., A sheville , 
N o rth  C aro lina .
S e c re ta ry -T re a su re r , G eorge E. W ood, 
C. P. A.,* 126 B re v a rd  C ourt, C h a r­
lo tte , N. C.
(A nnual M ee tin g  d a te : T h ird  S a tu r ­
day  in O ctober.)
O h io  S o c ie t y  o f  C e r t if ie d  P u b l ic  A c c o u n t ­
a n t s :
P re sid e n t, C. A. Gano, C. P. A., M er­
c a n tile  L ib ra ry  B ldg., C incinna ti, 
Ohio.
V ice-P re sid en t, W . D. W all, C. P. A.,*
44 W . G ay S tree t, C olum bus, Ohio. 
S e c re ta ry -T re a su re r , R. A. H u rs t, C. 
P. A.,* 205-214 Second N atio n a l 
B an k  Bldg., Toledo, Ohio.
O k la h o m a  S o c ie ty  o f  C e r t if ie d  P u b l ic  A c ­
c o u n t a n t s :
P re s id e n t, C. F. M iller, C. P. A.,* 
531 L ib e r ty  N a tio n a l B an k  Bldg., 
O k lahom a City, O klahom a. 
S ec re tary , M ack P o rte r , C. P . A., K e n ­
nedy  B ldg., T u lsa, O klahom a 
T rea su re r , W illiam  J. Law , C. P. A.,* 
S im pson Bldg., A rdm ore, O k la ­
hom a.
A udito r, B u rn ey  R. C lack, C. P. A.,* 
R ich a rd  B u ild in g , T u lsa, O klahom a. 
A u d ito r  M ontgom ery  B. S te w a rt, C. 
P. A., 712 A m erican  N a tio n a l B an k  
B ldg., O k lahom a C ity, Okla. 
(A nnual M eeting  d a te : O ctober.)
O re g o n  S t a te  S o c ie t y  o f  C e r t if ie d  P u b l ic  
A c c o u n ta n t s ,  I n c . :
P re s id e n t, A r th u r  F . Jones, C. P. A., 
C o rb e tt B ldg., P o rtlan d , O regon. 
V ice -P re sid en t, A rch  J. T o u rte llo tte , 
C. P. A., T itle  & T ru s t  B ldg., P o r t ­
land , O regon.
S e c re ta ry -T re a su re r , A. R. S aw tell, 
 C. P . A.,* C ham ber of Com m erce 
B ldg., P o rtla n d , Oregon.
(A nnual M eeting  d a te : Second M on­
d ay  in Ju n e .)
P e n n s y lv a n ia  I n s t i t u t e  o f  C er t if ie d  P u b lic  
A c c o u n ta n t s ,  I n c . :
P resid en t, H. C. M agee, C. P. A., 
S tep h en  G ira rd  B ldg., P h ilad e lp h ia , 
P e n n sy lv an ia .
V ice -P re sid en t, G ard n er W. K im ball, 
C. P. A.,* 1202 R eal E s ta te  T ru s t 
B ldg., P h ilad e lp h ia , Pa.
S ec re tary , R o b e rt J. B en n ett, C. P. A., 
L an d  T itle  B ldg., P h ilad e lp h ia , Pa. 
T rea su re r , W ill A. C lader, C. P. A., 
P a c k a rd  B ldg., P h ilad e lp h ia , Pa. 
(A nnual M eeting  d a te : A pril.)
R h o d e  I s la n d  S o c ie ty  o f  C e r t if ie d  P u b lic  
A c o u n ta n ts ,  I n c . :
 P re s id e n t, Geo. B. C legg, C. P. A., I n ­
d u s tr ia l  T ru s t  B ldg., P rov idence , 
R hode Island .
V ice -P re sid en t, E . L. Goodm an, C. P. 
A., U nion T ru s t  B ldg., P rov idence, 
R hode Island .
S e c re ta ry -T re a su re r , G eorge E. Com ­
ery , C. P. A., In d u s tr ia l  T ru s t B ldg., 
P rov idence , R hode Is land .
(A nnual M eeting  d a te :  A pril.
S o u th  C a r o lin a  A s s o c ia t io n  o f  C e rtified  
P u b l ic  A c c o u n ta n t s ,  I n c .:
P re sid e n t, O. P. B o urke , C. P. A.,* 
L ib e r ty  B ldg., C olum bia, S. C. 
V ice-P re sid en t, O scar W. Sch leeter, 
C. P . A.,* P . O. Box 715, C harlesto n , 
South  C aro lina .
S e c re ta ry -T re a su re r , N. E. D errick , C. 
P . A.,* 1218 S u m ter St., Colum bia, 
Sou th  C aro lina .
(A nual M eeting  d a te : O ctober.)
T e n n e s s e e  I n s t i t u t e  o f  A c c o u n ta n t s :
P re sid e n t, T ay lo r E. Cress, C. P. A.,* 
1238 B a n k  of C om m erce B ldg., 
M em phis, T ennessee . 
S e c re ta ry -T re a su re r , G. A. W atso n , C. 
P. A., 210 C otton  E x ch an g e  B ldg., 
M em phis, T enn.
A ud ito r, Ja m es  A. M atthew s, C. P . A.,* 
R an d o lp h  B ldg., M em phis, Tenn. 
A ud ito r, C. C. E llis , C. P . A., 616 F a lls  
B ldg., M em phis, T enn .
T e x a s  S o c ie ty  o f  C e r t if ie d  P u b l ic  A c c o u n t ­
a n t s ,  I n c .:
President, Luke Garvin, C. P. A.,* 417 
W estern Indemnity Bldg., Dallas, 
T ex a s .
V ice-P re sid en t, A. E. M yles, C. P. A., 
K em p & K ell Bldg., W ic h ita  F a lls , 
Texas.
S e c re ta ry -T re a su re r , J. E. H u tc h in ­
son, Jr., C. P. A., 1306 S a n ta  Fe 
B ldg., D allas, Texas.
(A nnual M eeting  d a te : O ctober.)
U ta h  A s s o c ia t io n  o f  C er t if ie d  P u b lic  A c ­
c o u n t a n ts  :
P re s id e n t, Seym our W ells, C. P. A., 
K e a rn s  B ldg., S a lt L ak e  C ity, U tah.
V ice -P re sid en t, R. J. D eigh ton , C. P. 
A., 848 E a s t  S. T em ple St., S a lt L ak e  
C ity, U tah .
S e c re ta ry -T re a su re r , G eorge P a tr ic k , 
C. P. A., 608 W a lk e r  B an k  B ldg., 
S a lt L ak e  C ity, U tah .
(A nnual M eeting  d a te : D ecem ber.)
V ir g in ia  S o c ie ty  o f  P u b l ic  A c c o u n ta n t s ,  
In c .
P re s id e n t, R. J. W a lk e r, C. P. A.,* 
D ickson  B ldg., N orfo lk , Va.
V ice -P re sid en t, F . P. S tra tfo rd , C. P. 
A.,* S ta te  & C ity  B an k  B ldg., R ich ­
m ond, Va. 
S e c re ta ry -T re a su re r , T. C olem an A n ­
drew s, C. P . A.,* 401 A m erican  N a­
tio n a l B an k  B ldg., R ichm ond, Va.
(A nnual M ee tin g  d a te : F i r s t  S a tu r ­
day  in Sep tem ber.)
W a s h in g t o n  S o c ie t y  o f  C er t if ie d  P u b lic  
A c c o u n ta n t s ,  I n c . :
P re sid e n t, C. S. Cowan, C. P. A.,* 
W h ite  B ldg., S ea ttle , W ash in g to n .
V ice-P re sid en t, P e a rce  C. D avis, C. P. 
A.,* L. C. Sm ith  B ldg., S ea ttle , W ash.
S e c re ta ry -T re a su re r , A n drew  G. E l ­
der, C. P. A., 1136 H e n ry  B ldg., 
S ea ttle , W ash in g to n .
A ud ito r, L ou is E. Sm ith, C. P. A.,* 
A m erican  B an k  B ldg., S ea ttle , 
W ash in g to n .
(A nnual M ee tin g  d a te : L a s t S a tu r ­
day  in  A u g u s t.)
A s s o c ia t io n  o f  C e r t if ie d  P u b l ic  A c c o u n t ­
a n t s  o f  W e s t  V ir g in ia ,  I n c .:
P re sid e n t, O key K. H ayslip , C. P . A.,* 
907 F i r s t  N a tio n a l B an k  Bldg., 
H u n tin g to n , W . Va.
V ice -P re sid en t, S. Chas. S teele, C. P. 
A.,* P ro fe ss io n a l B ldg., F a irm o n t, 
W es t V irg in ia .
Second V ice -P re s id en t, S. A. B luste in , 
C. P . A., 910 K a n aw h a  N atio n a l 
B an k  B ldg., C h arlesto n , W e s t V ir ­
g in ia .
S ecre tary , Jo h n  P. V au g h an , C. P. A.,* 
P. O. Box 352, C harlesto n , W. Va.
T rea su re r , N. S. F itzh u g h , C. P. A.,* 
202 K a n a w h a  N a tio n a l B an k  Bldg., 
C harlesto n , W . Va.
(A n n u a l M eeting  d a te : T h ird  T h u rs ­
d ay  in A u g u st.)
W is c o n s in  S o c ie t y  o f  C e r t if ie d  P u b l ic  A c ­
c o u n t a n ts  :
P re sid e n t, C arl P en n e r, C. P. A.,* 
1302 T ru s t  Co. B ldg., M ilw aukee, 
W isconsin .
V ice -P re s id en t, S. E . B a rry , C. P. A.,* 
504 N o rth w e s te rn  M u tual L ife  I n ­
su ra n ce  Co., M ilw aukee, W is.
S ecre tary , G eorge E in b eck e r, C. P. A., 
925 F i r s t  W isconsin  N a tio n a l B an k  
Bldg., M ilw aukee, W isconsin .
A ud ito r, Sam uel S. W eil, C. P. A.,* 
912 R a ilw a y  E x ch a n g e  B ldg., M il­
w au k ee , W is.
(A nnual M eeting  d a te : T h ird  M onday 
in  S ep tem ber.)
W y o m in g  S o c ie t y  o f  C e r t if ie d  P u b l ic  A c ­
c o u n t a n ts :
P re s id e n t, C. H. R e im erth , C. P. A.,* 
401 O. & S. B ldg., C asper, W yom ing.
V ice -P re s id en t, B yron  S. H uie, C. P. 
A., F i r s t  S ta te  B ank , D ouglas, W yo.
S e c re ta ry -T re a su re r , A. H. M cDougal, 
C. P . A., M iller B lock, R aw lin s , W yo.
A udito r, R a lp h  B. C a rp en ter, Casper, 
W yom ing.
(A n n u a l M ee tin g  d a te : D ecem ber.)
CER TIFIED  PUBLIC ACCOUNTANT 
(M ississippi) w ith well established 
office and an excellent clientele is 
in failing  hea lth  and m ust con­
sider sale of his practice, and 
would like to en terta in  proposition 
to purchase from  one desiring to 
acquire a profitable office. Box 
130, The Certified Public Account­
ant.
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REPORT OF THE LEGISLATIVE COMMITTEE
D. W. SPRINGER, Chairm an.
Secretary M ichigan S tate  Board of Accountancy.
(Annual m eeting of the Am erican Society of Certified Public A ccountants, 
R ichm ond, Va., Septem ber 9, 1925.)
T HOSE of you who may have 
followed the “Certified Public 
Accountant” in each issue, will 
have read practically 95 per cent 
of what would ordinarily have been 
said to you in a report of this sort.
The first division of the report 
concerns litigation. There have 
been two im portant court decisions 
during the year—the first by the 
Oklahoma Supreme Court, which 
declared th a t part of the law which 
was restrictive to be unconstitu­
tional. This was the first law tha t 
was passed of tha t type, the word­
ing had not been overly carefully 
studied, and the court decision was 
based ra ther on the type of the 
phraseology than on the principle 
involved.
The second court decision tha t 
is of interest to us was th a t ren­
dered by the D istrict of Columbia 
in the Court of Appeals, in which 
they declined to compel the Dis­
tric t Board to show the files of 
other applicants to a rejected ap­
plicant. This is a very im portant 
decision so fa r as accountants are 
concerned.
The second division of the report 
deals with legislation proper. 
December 3rd, 1924, a conference 
was held in Washington under the 
auspices of the American Society 
which was entered upon by and 
participated in by representatives 
of state boards and state societies 
from twenty-five states, and the 
District of Columbia in which 
while we all recognized th a t no 
binding statem ents would be made 
or promises given, we decided to 
exchange views and undertake to 
outline a law of a type th a t might 
be presented to the several legis­
latures. There is no such thing 
possible as uniform legislation in 
accounting a t this stage of the 
game. Please bear in mind th a t 
the American B ar Association, 
which is dealing w ith the question
of laws continually and has had 
a standing committee on uniform 
legislation for a period of fourteen 
years, has succeeded in having en­
acted only one fairly uniform law, 
so fa r as the United States is con­
cerned. If therefore accountants 
were actually agreed upon what 
should be found in a state law, the 
chances of securing its passage in 
all states would be negligible.
Your attention is next called to 
the fact th a t during the past year 
there has been legislation prepared 
but not actually introduced in 
twenty-two different states; tha t 
the law which had been passed in 
the territory  of Alaska was de­
clared by the Attorney-General to 
be invalid and without any weight, 
a new law has been passed under 
which they are now functioning; 
tha t the State of North Dakota 
has passed a law th a t was amenda­
tory in character; th a t in the State 
of California two bills were intro­
duced, both of which were killed, 
so th a t their legislation stands as 
it was; th a t the states of North 
Carolina and Michigan passed bills 
practically as originally intro­
duced ; th a t in the State of Tennes­
see three bills were introduced and 
one was passed; th a t in the State 
of Illinois two bills were intro­
duced, one of which was killed and 
one of which was passed.
Whereas a year ago two states 
had adopted complete regulatory 
laws, namely, Maryland and Louis­
iana; during this year there has 
been added thereto the states of 
North Carolina, Tennessee, Michi­
gan and Illinois, so th a t beginning 
with January 1, 1926, there will be 
six states in the Union under 
whose laws it will be illegal for 
any individual or firm or corpora­
tion to practice public accounting 
except as such individual, firm or 
corporation may have secured 
from  the S tate Board of Account­
ancy the type of certificate called 
for by their particular case.
Your attention is called to the 
fac t th a t there has been much 
loose talk with regard to the rela­
tive number of certified public ac­
countants and public accountants. 
We have oftentimes heard the 
statem ent made th a t there were 
anywhere from ten to one hundred 
times as many public accountants 
as there were certified public ac­
countants. So fa r as the states 
are concerned th a t have already 
c o m p l e t e d  their registration, 
Maryland granted a very few more 
public accountant certificates than 
they had previously granted to 
certified public accountants. Louis­
iana has issued fewer, North Caro­
lina has issued fewer, and Tennes­
see has issued fewer. So fa r  as 
Michigan is concerned we have 
only an estimate which was made 
before we went to the legislature 
for our bill to the effect tha t when 
the work is completed we will have 
issued about two-thirds as many 
public accountant certificates as 
there were certified public account­
ant certificates. In Illinois it is 
estimated th a t they will issue a 
good many more.
Your attention is now called to 
some types of arguments th a t 
must be used in connection with 
legislation. I have copies of the 
letters th a t were actually given to 
every member of the United States 
Senate and the House of Represen­
tatives in the passing of the Cap­
per Bill, because I happened to be 
the chairman of the committee 
th a t did th a t work. I have also 
copies of the letters th a t were 
given to every member of the 
Michigan Senate and the Michigan 
House in the passage of the Michi­
gan bill because in both cases we 
followed exactly the same tactics 
in playing fair, as we thought a t 
least, with the members of these 
respective bodies and presenting to 
them the arguments entirely from 
the standpoint of the public and 
not from the standpoint of the 
certified public accountant. I t is 
my opinion th a t in many cases cer­
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tified public accountants have 
made the mistake of appearing be­
fore the legislatures advocating a 
type of legislation which might be 
considered class legislation. When 
we go to the legislatures entirely 
on behalf of the public, we cannot 
help but succeed.
Perhaps two single sentences out, 
of one of the Michigan letters will 
give you the idea th a t we followed: 
“The Michigan Legislature has 
passed a blue-sky law under which 
every corporation offering bonds 
or stocks for sale must secure the 
permission of the Securities Com­
mission. The Michigan Legisla­
ture has also passed a law under 
which every salesman o f stocks 
and bonds m ust be registered be­
fore th a t sale can take place, but 
so fa r  Michigan has passed no 
legislation concerning the type of 
statem ents which may be issued 
by the corporations having stocks 
and bonds for sale and used by the 
salesmen that, are  so registered 
and this legislation seeks to put 
the  same responsibility on the types 
of statem ents th a t may be issued 
as will protect the public complete­
ly and furnish the th ird  type of 
protection.”
If you go to the legislatures in 
your own local states on th a t basis, 
I maintain th a t you can’t  fail. But 
if you go on any other basis, you 
may fail. So fa r  as we were con­
cerned, nobody appeared in behalf 
of the bill a t the legislature except 
the members of the State Board 
and Mr. Tilton; a form er member 
for twelve years who was asked 
to accompany the Board. I t was 
put up as a State Board measure 
on the ground th a t for twenty 
years we had officiated and we 
were ju s t as much a part of the 
S tate Government of Michigan as 
the legislators were. They were 
entitled to our expert advice. The 
record of the Michigan State 
Board of Accountancy for twenty 
years was open to scrutiny. They 
were able to ask any questions 
th a t they wanted to ask and we 
answered them. During the time 
th a t the bills were in the  two
houses four letters which were 
placed on the members’ desks a t 
different stages, some of which 
were not very long while one re­
quired four pages, but ju s t giving 
them the meat of the situation.
Discussion
MR. CHAIRMAN, Mr. Springer 
has brought out very clearly th a t 
in six states they have passed reg­
ulatory legislation affecting the 
practice of public accountants and 
recognizing the so-called regis­
tered public accountant. The ques­
tion which I have to propound to 
Mr. Springer is th is: The Ameri­
can Society membership is open to 
every certified public accountant. 
Membership in the American In­
stitu te is open to certified public 
accountants who can pass their ex­
amination or who are satisfactory 
to the Examining Board by reason 
of having passed examinations set 
by states, when such examinations 
are on a par with those of the In­
stitute. A proposed amendment 
will come up for a vote in the In­
stitu te this year, the effect of 
which will be to make membership 
therein a fte r a few months, in 
case it is carried, open only to 
those who are certified public ac­
countants. W hat is to be done, or 
w hat will be done with regard to 
membership in this Society or any 
other national society now exist­
ent w ith respect to those members 
who are registered to practice as 
public accountants under the laws 
of the several states as they have 
been enacted in the past year, and 
possibly under the laws of those 
states which may enact such fu­
ture legislation?
MR. SPRINGER: Mr. Chairman, 
I am not a prophet, but I am per­
fectly willing to express my own 
personal opinion as to  what should 
be done, omitting the prophetic 
side as to what will be done. The 
purpose of registering public ac­
countants is merely to carry out 
the same idea in accounting as was 
done in law, medicine, pharmacy 
and every other one of the various 
professions or occupations which 
a t one time had purely optional
types of registration and then 
changed into the compulsory type 
of registration.
W ith reference to those other 
occupations, court cases had de­
cided th a t a constitutional law 
might not be enacted under which 
a person who had already estab­
lished himself, could be prohibited 
from continuing in the line of en­
deavor in which he had so estab­
lished himself. The registration, 
therefore, of public accountants 
who are in practice a t the time 
th a t the several laws are passed, 
is merely a necessary legal recogni­
tion. The tendency will be th a t the 
persons receiving registration cards 
as public accountants, finding 
themselves listed in a different 
class from those who are certified 
public accountants, will recognize 
the advisability o f getting over 
into the certified class as soon as 
possible and will feel th a t neces­
sity sooner w ith this type of legis­
lation than they have felt it under 
the older permissive or optional 
type of legislation.
My own opinion is th a t the 
American Society ought not to ad­
mit the registered public account­
ant to membership and th a t the 
same principle should be main­
tained as has heretofore existed, 
th a t this is an organization of 
those who have received state 
granted certified public accountant 
certificates.
The theory of the American So­
ciety is th a t the State is the de­
term inant factor in public ac­
counting legislation and standards, 
as in all other professions. While 
membership in the Society should 
be restricted to C. P. A. certificate 
holders, the Society should cooper­
ate with State Boards and State 
Societies in the states where the 
regulatory type of legislation is en­
acted, to the end th a t the public 
will be benefited.
In some states the change will 
be made by certifying all public 
accountants in practice when the 
law is passed. In such cases, fol­
lowing th a t action by the State, 
membership in the American So­
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ciety will be possible. In other 
states the second type of public ac­
countant certificate will be issued 
with the result th a t membership 
in the society will not be possible 
to such holders.
However the State Boards and 
S tate Societies should encourage 
all holders of the second type of 
certificate to endeavor to secure a 
C. P. A. certificate a t the first op­
portunity. The American Society 
should look upon all such holders 
as prospective members and should 
add all such to the mailing list of 
“The Certified Public Accountant.” 
Both certified and uncertified pub­
lic accountants, individually and 
collectively, should work together 
for the upbuilding of the profes­
sion and the certified men, com­
prising the older recognized group, 
should extend every courtesy pos­
sible to the newer group and wel­
come them in the ir newly recog­
nized relation.
Following the passage of the Il­
linois law, feeling a certain re­
sponsibility as chairman of the 
Legislative Committee of this So­
ciety, and also as secretary of the 
Michigan State Board of Account­
ancy, by appointment I went to 
Chicago to confer with Mr. Shelton, 
the Director of the Department of 
Registration and Education, under 
whose jurisdiction th e  n ew law 
was placed. He asked practically 
the same question th a t Mr. Hecht 
asked. He said, “W hat will be 
your attitude in Michigan with re­
gard to the certificates th a t we 
will issue to public accountants?”
I replied, “I am anxious to per­
suade you, if I can, th a t two years 
from now it should be the business 
of your department to convince 
the Legislature th a t Illinois should 
get in line with the rest of the 
states as regards accounting legis- 
lation. Michigan will continue to 
recognize your C. P. A. certificates. 
We can’t  recognize your public ac­
countant certificates. I think th a t 
will be the situation so fa r as the 
other states are concerned. All 
reciprocal provisions are based on 
C. P, Af term inology."
I went further, I said, “ In our 
new Michigan law we prescribe tha t 
all certificates heretofore issued 
and known as certificates of regis­
tration and certificates of authority 
are revoked and in their places we 
shall issue to the holders, thereof 
certificates as certified public ac­
countants. In Michigan we had 
issued certificates of authority to 
Chartered Accountants who moved 
there and wanted to practice as 
such, because under the old law 
they were not permitted to so prac­
tice w ithout receiving a certificate 
from the Board.”
Then, I said, “Two years from 
now you should go to the Legis­
lature and convince them, (as you 
can, if you want to, because the 
State Board, having a legal posi­
tion, can convince a Legislature on 
these m atters) th a t your law 
should be amended so th a t the 
certificates th a t are issued as the 
result of examination shall be cer­
tified public accountant certifi­
cates, so th a t you may be on a par
Louisiana
The quarterly meeting of the So­
ciety of Louisiana Certified Public 
Accountants was held a t the 
Roosevelt Hotel, New Orleans, on 
February 18, 1926.
Henry J. Miller, C. P. A., Presi­
dent of the Society, made the Ad­
dress of Welcome and Chas. G. 
Cobb, A ssistant Secretary of the 
New Orleans Credit Men’s Asso­
ciation spoke on “Credit Frauds.” 
Following the discussion on Mr. 
Cobb’s address, J. Y. Fauntleroy 
talked on “The Community Prop­
erty Income Tax Ruling.” There 
was also much interesting and con­
structive discussion on th is paper.
More than forty  members and 
guests attended the meeting. 
H arry M. Prevo, C. P. A., Shreve­
port, Edward F. Hailey, C. P. A., 
and A rthur C. McQuirk, C. P. A., 
both of New Orleans, were ad­
mitted to Membership in the So­
ciety.
with all other states. You know 
from the other branches of your 
work what reciprocity involves and 
you know th a t under the present 
law you are in a hole. If you will do 
th a t and provide in your amended 
law th a t the fellows who received 
their certificates as public account­
ants during these two years, as 
the result of an examination, shall 
have those certificates revoked 
and certificates as certified public 
accountants granted in their 
place, Michigan will recognize 
those C. P. A. certificates as, 
heretofore, because in Michigan 
the thing th a t we are interested in 
is, th a t the applicants shall have 
been before a State Board and 
demonstrated, in addition to their 
educational and preliminary pro­
fessional accomplishments, th a t 
they have been able to stand an ex­
amination.”
I believe th a t the American So­
ciety should maintain exactly the 
same principles. That is my per­
sonal answer to your question.
Michigan
At the regular quarterly meet­
ing of the Michigan Association of 
Certified Public Accountants held 
a t the Hotel Statler, Detroit, Mich., 
on January 7, 1926, twenty-one 
new members were admitted and 
ten applications for membership 
were received.
Maine
The Maine Society of Certified 
Public Accountants has issued a 
very complete booklet which lists 
the names and addresses of the of­
ficers and board of governors of the 
Society and gives the objects for 
which the  Society was organized. 
In a very concise fashion it  deals 
with the  qualifications, responsi­
bilities, field activity and Federal 
recognition of certified public ac­
countants. The booklet also lists 
the members of the Maine State 
Board of Accountancy and gives 
the names and addresses, showing
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firm connection, of all present hold­
ers of Maine C. P. A. certificates. 
The officers of The American So­
ciety of Certified Public Account­
ants are listed and those sections 
of the Society’s Constitution deal­
ing with Object and Membership 
are quoted.
Pennsylvania
The regular monthly meeting of 
the Pennsylvania Institute of Cer­
tified Public Accountants was held 
a t the City Club, Philadelphia, on 
February 17, 1926. Those candi­
dates for the C. P. A. certificate 
who were successful in passing the 
recent examinations were the spe­
cial guests of the evening. The 
Auditor General of Pennsylvania, 
Colonel Edward Martin, and his as­
sistant J. Lord Rigby, Revenue 
Deputy of the Commonwealth of 
Pennsylvania, were also special 
guests and gave very interesting 
and beneficial addresses on Taxa­
tion. While “Philadelphia Capital 
Stock and Loan Taxes” was the 
subject scheduled for the evening 
there was considerable discussion 
of taxation in general and of 
the taxation system of the Fed­
eral Government. Adam Ross, 
C. P. A., gave a brief history of the 
early days of the profession in 
Pennsylvania which was of much 
interest to all.
MEETING OF ALL THE SOUTH­
EASTERN ACCOUNTANTS
A meeting of all accountants re­
siding in the States of Georgia, 
Florida, Alabama, North Carolina, 
South Carolina, and East Tennes­
see will be held in Atlanta, Ga., on 
April 21 and 22, 1926. The Gen­
eral Committee in Charge, which is 
working to make this the most in­
teresting and beneficial meeting of 
this character yet held in the 
South, is composed of Joel Hunter, 
chairman, M. H. Barnes, R. H. Ea­
ton, W. H. James, J. R. Robison, 
J. L. Respess, all of Georgia; Wal­
te r Mucklow, of F lorida; D. H. Mc­
Cullough and J. E. Wilson, of 
North Carolina; George M. Clarke, 
of Tennessee; F. H. Smith, of Ala­
bama.
“ W HAT OUR READERS SAY”
New York, N. Y.,
January 3 0 , 1926. 
Wilbur L. Harrison, Editor,
The Certified Public Accountant, 
Woodward Building,
Washington, D. C.
Dear Sir:
Referring to the article on page 
23 of “The Certified Public Ac­
countant” for January, 1926, en­
titled “Internal Revenue Bureau 
issues ruling on Accounting 
Firm ,” I present herewith copies 
of some corespondence I had with 
the Collector’s office:
Collector’s Board of Appeals, 
Room 623, Custom House, N. Y.
Ju ly  16, 1925.
Charles Lipkin,
55 L ittle W est 12th St.,
New York City.
Sir:
Investigation  of your income tax 
liability  for the  year 1924 reveals the 
fact th a t add itional tax  is due by you 
as sta ted  below, for the  following rea ­
sons: E rro r in com putation of tax  due 
resu lting  in  additional tax  of $ . . . . ;  
see attached  schedule for correct com­
putation , etc., etc. (30-day le tte r.) 
(The a ttached  schedule showed a re ­
duction of E arned  Income to $5,000, 
and a corresponding recom putation of 
tax.)
Respectfully, etc.
I replied as follows:
Charles Lipkin,
55 L ittle W est 12th Street.
Ju ly  18, 1925. 
Collector’s Board of Appeals,
Room 623, Custom House Building,
New York, N. Y.
Gentlemen:
Reference is made to your le tte r 
dated Ju ly  16, 1925, in reference to my 
Income Tax R etu rn  for the year 1924, 
wherein you claim th a t there is an ad­
ditional tax due from  me of $ . . . . ,  
due to alleged e rro r in com putation of 
tax. In the schedule accom panying 
your le tte r, it appears th a t the addi­
tional tax due of $ . . .  . is arrived  a t 
by perm itting  me to use an earned in ­
come com putation of only $5,000, 
w hereas I used the  am ount of $ . . .  . on 
my original re tu rn . You have checked 
off paragraph  4 a t the bottom  of your 
schedule, which paragraph  sta tes th a t 
if my income is o ther than  th a t m en­
tion in paragraph  2 above it, my to tal 
earned net income can not exceed 
$5,000. P arag raph  2 states, th a t if I
am engaged in a trade or business 
w here capital and services are income 
producing factors, the earned income 
can not exceed 20 per cent of my share 
of the net profits.
I wish herew ith  to p ro test the addi­
tional assessm ent of $ . . . . for the fol­
lowing reasons. I am a Certified P ub­
lic A ccountant of the S tate of New 
York, and the  senior m em ber of the  co­
partnersh ip  firm of L ipkin & Lipkin, do­
ing business w ith my brother, Samuel S. 
Lipkin, as Public A ccountants and 
A uditors, a t 55 L ittle  W est 12th Street, 
New York, N. Y. We are engaged in 
a business w here services are  the only 
income producing factor, and the only 
source of our income for the year 1924 
was due directly  to such services per­
form ed for our clients.
If you will refer to the partnersh ip  
re tu rn  of L ipkin & L ipkin for the year 
1924, on Form  1065, you will notice 
th a t our gross income is shown as
$ .........  This was our only income, and
was received en tirely  from  personal 
services rendered. The m atte r of capi­
ta l does not en ter into our business at 
all, except in so far as we have a sm all 
investm ent in  off ice fu rn itu re . A fter 
deducting the expenses of off ice ren t, 
sa lary  of stenographer and o ther petty  
expenses the rem ainder constitu tes our 
net income, and we have allocated one- 
half to each of the partners, nam ely, my 
b ro ther and myself. In fact, we have 
no assistan ts a t all on our staff; per­
form ing all of the work ourselves.
I ask  therefore, th a t you kindly 
g ran t me an abatem ent of the  proposed 
additional assessm ent. Thanking you 
in advance, I am,
Respectfully, etc.
I received the following answer:
Collector’s Board of Appeals, 
Room 623, Custom House, N. Y.
Ju ly  24, 1925.
Charles Lipkin,
55 L ittle  W est 12th St.,
New York City.
Dear Sir:
Reference is m ade to your appeal of 
Ju ly  18, 1925, p ro testing  against an ad ­
ditional assessm ent in the am ount of 
to be m ade as a resu lt of an 
audit of your income tax  re tu rn  for the 
year 1924. You are  advised th a t con­
sideration  has been given to all the facts 
contained therein , and as a resu lt of 
such, your appeal is allowed and no ad­
ditional assessm ent will be made. BY 
DIRECTION OF THE COLLECTOR. 
Respectfully, etc.
The above may be useful to 
other firms having few or no as­
sistants.
Yours very truly,
CHARLES LIPKIN, C. P. A.
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ANNOUNCEMENTS
John F. Dempsey, C. P. A., an­
nounces the opening of an office 
for the general practice of account­
ancy at 1312 Buhl Building, De­
troit, Mich.
Max Waldman, C. P. A., and 
John S. Petot, C. P. A., announce 
the formation of a partnership for 
the general practice of accounting 
under the firm name of Waldman, 
Petot & Co., Certified Public Ac­
countants, Intersouthern Building, 
Louisville, Ky.
Morris Thall, C. P. A., announces 
the removal of his New York office 
to 331 Madison Avenue, New York 
City.
C. D. Giles & Company, Account­
ants and Auditors, are now located 
at 132 Nassau Street, New York 
City.
Henry F. Meyer, C. P. A., for­
merly Internal Revenue Agent, In­
come Tax Unit, United States 
Treasury, announces his resigna­
tion from the Department and the 
opening of offices as of January 
25, 1926, for the general practice 
of public accounting and Federal 
Taxes in the Realty Building, 
Drayton and Bryan Streets, Savan­
nah, Ga.
Rodger and McLeod, Public Ac­
countants, announce the removal 
of their offices on December 1, 
1925, to 701-2 Terminal Building, 
65 Broad Street, Rochester, N. Y.
Jean Paul Muller, Attorney at 
Law and Certified Public Account­
ant, announces the admission of 
John Roland Ballinger, B. S., to 
the firm of Jean Paul Muller and 
Associates, 417-423 Woodward 
Building, Washington, D. C., and 
Koblegard Realty Corporation 
Building, Fort Pierce, Fla.
Charles A. Klein, C. P. A., and 
Harry Goodkin, C. P. A., announce 
the formation of a copartnership, 
as of January 1, 1926, under the
firm name of Charles A. Klein & 
Company, as successors to Charles
A. Klein, with offices at 67 Wall 
Street, New York City, where they 
will continue the general practice 
of public accounting.
T. Coleman Andrews announces 
the admittance of A. W. Burket, C. 
P. A., to membership in the firm of 
T. Coleman Andrews & Co., Certi­
fied Public Accountants, Richmond, 
Va., effective January 1, 1926.
Richter & Company and Scott, 
Boschert & Company, Certified 
Public Accountants, announce the 
consolidation of their organiza­
tions under the firm name of Rich­
ter & Company, Certified Public 
Accountants, effective February 
1, 1926. Mr. H. B. Scott will con­
tinue the practice of accounting as 
a member of the firm at its offices 
in the Farmers Bank Building, 
Pittsburgh, Pa.
Councilor, Phagan & Company, 
Accountants and Auditors, New 
York and Washington, D. C., an­
nounce that Mr. Herbert H. Rapp 
has become associated with their 
firm as Resident Partner. Mr. 
Rapp will devote his time particu­
larly to the general accounting and 
auditing practice of the Washing­
ton office in the Woodward Build­
ing.
The Accounting Service Com­
pany announces the removal of 
their offices from the May Build­
ing, Thirty-sixth and North Ave­
nue, to the North Avenue Audito­
rium, Thirty-second and North 
Avenue, Milwaukee, Wis.
J. E. Whittaker, C. P. A., and 
W. L. Sebring, C. P. A., formerly 
of the staff of Scott, Boschert & 
Co., announce the formation of a 
partnership for the practice of ac­
countancy under the style of Whit­
taker, Sebring & Co., Certified 
Public Accountants, Pittsburgh, 
Pa.
HOTEL LAFAYETTE
Sixteenth and I Streets 
Washington, D. C.
CENTRALLY LOCATED
Within three blocks of Treasury 
Department
A Complete Tax Library 
Available for use of guests.
Write or Wire for Reservations.
MODERATE RATES
Illinois C. P. A. Questions
1903-1918
Complete in One Volume
Price, $1.25, Postpaid
Mail orders and checks to 
Registrar, University of 
Illinois, Urbana.
2 SERVICES IN 1 
I T I
1. I. T. I. is the only exhaus­
tive Index to Law, Regulations, 
Rulings, T. D.’s, and Court Gases.
2. I. T. I. is also a complete In­
dex to all the Decisions of the 
Board of Tax Appeals.
1. Permanent Service (bound) 
for 1922, 1923, and 1924.
2. Supplement Service to date—  
cumulative form.
Complete— easy— time-saving. 
There isn’t a state where I. T. I. 
is not in use by accountants.
INCOME TAX INDEX SERVICE, INC.
9-15 Clinton St., Newark, N. J .
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MEMBERSHIP OF THE AMERICAN SOCIETY
(M embers recorded J a n u a ry  4th to F eb ruary  11th.)
(Continued from  our Ja n u ary  issue.)
W. J. P alethorpe, 627 H. W. H ell­
m an Bldg., Los Angeles, Calif.
Loren N. Maffet, 503 N ational Re­
serve Bldg., Topeka, Kans.
Lincoln G. Kelly, 602-12 W alker 
Bank Bldg., Salt Lake City, U tah.
H arry  M argolis, W ilbur T ru s t Bldg., 
Bethlehem , Pa.
W illiam  J . E lsholtz, 1824 Dime 
B ank Bldg., D etro it Mich.
H enry C. H eim erdinger, 200-205 
Columbia Bldg., Louisville, Ky.
W. H. H artm an, 201 Columbia Bldg., 
Louisville, Ky.
W illiam  H. Ball, 1315 F ord  Bldg., 
D etroit, Mich.
B enjam in H arrow , 51 Cham bers St., 
New York City.
Maxwell Seamon, 24 W est 11th St., 
New York City.
David Grey Devenish, 18 Rosewood 
Ave., Asheville, N. C.
Max Schm uckler, 220 Broadway, 
New Y ork City.
Edw in L. Theiss, 4101 S. M ichigan 
Ave., c/o  LaSalle Extension U niversity, 
Chicago, I ll.
Clifford Yewdall, 33 W. 42nd St., 
New York City.
W illiam  Calhoun Rion, 2110 P alm et­
to  Bldg., Columbia, S. C.
F rederick  J . Sm ith, 810 Broad St., 
Newark, N. J.
P au l D otrenge Seghers, 2203 E. 70th 
P lace, Chicago, I ll .
W illiam  B. Corbin, P. O. Box 101, 
Timm onsville, S. C.
Jam es T haxter Swan, 141 Milk St., 
Boston, Mass.
John  G. Metz, 1045 Jefferson Ave., 
Memphis, Tenn.
E dw ard  Charles M endler, 195 Buck­
ingham  St., W aterbury, Conn.
B enjam in L. G andelm an, 1226 
W halley Ave., New Haven, Conn.
M aurice W einer, 983 Main St., H a rt­
ford, Conn.
George Melvin Thayer, 1401 Con­
federa te  Ave, Columbia, S. C.
F ra n k  S. Shy, 220 Elmwood Ave., 
Providence, R. I.
Thos. V. Barb, 611 H ospital T ru s t 
Bldg., Providence, R. I.
George F. H erde, 802 Cham ber of 
Commerce Bldg., P ittsbu rgh , Pa.
A. T. Contie, 219 So. Union St., 
M iddletown, Pa.
E rn est Johnson, 1211 F idelity  Bank 
Bldg., Memphis, Tenn.
D. H. E verett, 9 Springdale Court, 
G reensboro, N. C.
F ra n k  J . Glass, S trong Bldg., P a r­
kersburg, W. Va.
George E dw ard Wood, c/o  Scott, 
Charnley & Co., C harlotte, N. C.
H arold A. Mills, 1195 P hilip  Ave., 
D etroit, Mich.
L. Roy Campbell, 207 A new alt Bldg., 
Allentown, Pa.
S tu art J . Bierly, 106 S. Higby St., 
Jackson, Mich.
Charles E. VanDam e, 481-3 Mills 
Bldg., San Francisco, Calif.
H enry W. A ugust, 121 N. Broad 
St., Philadelphia, Pa.
Edw ard F . Hailey, 1315 Union In ­
dem nity Bldg., New Orleans, La.
H. H. M organ, 1321 Jackson  St.. 
A lexandria, La.
W illiam  H. Robbert, 501 New Or­
leans B ank Bldg., New Orleans, La.
F red  M. W illiam s, P . O. Box 393—  
Station “A” , C hattanooga, Tenn.
Jesse C. Cassel, 201 Delaware Ave., 
Dayton, Ohio.
Lee McGinley, H arlow  Bldg., M ar­
quette, Mich.
E rn es t B arnard  Cobb, 50 C hurch St., 
New York City.
H arold Oscher, 2306 B eaufort Ave., 
P ittsbu rgh , Pa.
A rth u r T. Bennis, 401 W. M ahoning 
St., Punxsutaw ney, Pa.
W alter R oberts Bullock, 31 Nassau 
St., New Y ork City.
H arold B. Keyes, 410-11 City N a­
tional B ank Bldg., B attle  Creek, Mich.
Daniel J. O’Brien, 74 M ontague 
Place, M ontclair, N. J.
Jam es B. Smith, 309 Jessam ine 
Ave., Yonkers, N. Y.
G ustave A. Anderson, 1703 McClung 
St., C harleston, W. Va.
John  P a trick  Bonicamp, P. O. Box 
325, Blackwell, Okla.
N orbert C. Domhoff, 300 E ast End 
Ave., P ittsbu rgh , Pa.
Jo h n  Joseph Dougherty, 321 Sixth 
Avenue, Carnegie, P ittsbu rgh , Pa.
Wm. D. Egly, 903 E. LaSalle Ave., 
South Bend, Ind.
Wm. B ennett Scott, 828 Columbus 
Ave., Benton H arbor, Mich.
John  L. E llio t, 126 B revard  Court, 
Charlotte, N. C.
Leopold P au l Isserm an, 24 B ranford 
Place, N ew ark, N. J .
Meyer Coon, 5510 Baywood St., P itts ­
burgh, Pa.
W illiam  A. Cochran, 621 H ippodrom e 
Bldg., Cleveland, Ohio.
Ralph B. Eglin, 307-8 Com mercial 
B ank Bldg., Shreveport, La.
John  F . Dempsey, 1312 Buhl Bldg., 
Detroit, Mich.
Ralph G. Stetson, 40 Court St., Bos­
ton, Mass.
Edw ard H. W olstenholm e, 1900 W. 
Venango St., P h iladelphia, Pa.
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A  Spare-T ime Law  Course  
fo r  A ccoun tan ts
M O D ER N  accou n tin g  p ractice, ow ­
in g  to  th e ever in creasin g  d e­
m ands o f c lien ts, h as d evelop ed  to  th e  
p o in t w here a k n ow led ge o f la w  and  
eq u ity  h as b ecom e o f param ount im ­
portance.
In addition, the rules of the U. S. Board 
of Tax Appeals have made it  incumbent upon 
practitioners before the Board to present 
their cases as they would have to be pre­
sented before an ordinary court of law.
Hence it appears th a t the  accountant, unless he 
w ants to  em ploy qualified legal assistance, m ust 
equip him self w ith  a know ledge of legal practice 
and procedure and th e  law of evidence if he is to 
handle properly  the  w ork he is given to  do.
A  R eco g n ized  L a w  C ourse
B u t  w h e r e  i s  t h e  a c t iv e  a n d  e s t a b l is h e d  p r a c t i t io n e r  
to  g e t  th e  a d d it io n a l  k n o w le d g e  o f  la w  t h a t  h a s  s u d ­
d e n ly  b e c o m e  s o  n e c e s s a r y ?  T h e  a n s w e r  I s  fo u n d  in  
t h e  B la c k s t o n e  L e g a l  T r a in in g  C o u r se  a n d  S e r v ic e  
w h ic h  c a n  b e  f o l lo w e d  in  s p a r e  h o u r s  a t  th e  h o m e  
o r  o ff ice .
H e a d in g  th e  l i s t  o f  c o n tr ib u to r s  to  t h e  c o u r s e  a r e  
C h ie f  J u s t i c e  W il l ia m  H o w a r d  T a f t  a n d  A s s o c ia t e  
J u s t ic e  G e o r g e  S u th e r la n d  o f  th e  U n it e d  S t a t e s  S u ­
p r e m e  C o u r t, a b ly  s e c o n d e d  b y  a  g r o u p  o f  60 r e s id e n t  
l a w  d e a n s , p r o f e s s o r s ,  la w y e r s  a n d  s t a t e  s u p r e m e  
c o u r t  j u d g e s  o f  a lm o s t  e q u a l  p r o m in e n c e .
M o re  th an . 50 ,000 p r o g r e s s iv e  m e n  a n d  w o m e n  h a v e  
e n r o lle d  f o r  t h i s  t r a in in g ,  m a n y  o f  w h o m  h a v e  r is e n  
h ig h  in  th e  b u s in e s s  w o r ld  a n d  in  p o l i t ic a l ,  l e g a l  a n d  
j u d ic ia l  lif e . G r a d u a te s  a r e  p r a c t ic in g  la w  in  e v e r y  
s t a t e .
A u th o r ita tiv e  T rain ing
T h e  I n s t i t u t e  o ff e r s  t w o  s p le n d id  l a w  c o u r s e s .  O n e  
d e a l s  w i t h  c o m m e r c ia l  la w  e x c l u s i v e ly  w h i le  t h e  o th e r  
( t h e  G r a d u a te  C o u r s e )  in  a d d it io n  t o  th e  u s u a l  b u s i ­
n e s s  l a w  s u b j e c t s ,  a l s o  c o v e r s  t h e  f ie ld  o f  A d j e c t iv e  
L a w . T h is  c o u r s e  h a s  h e lp e d  t h o u s a n d s  t o  p r e p a r e  
f o r  t h e  b a r  e x a m in a t io n s .  G r a d u a te s  a r e  a w a r d e d  
th e  L L . B . D e g r e e .
A m o n g  t h e  s u b j e c t s  c o v e r e d  in  th e  G r a d u a te  C o u r se  
a r e  E v id e n c e ,  P l e a d in g  in  C iv i l  A c t io n s ,  P r a c t ic e  in  
C iv il  A c t io n s ,  E q u i t y  P l e a d in g  a n d  P r a c t ic e ,  I n t e r p r e ­
t a t io n  o f  S t a t u t e s ,  C o u r ts — O r g a n iz a t io n , k in d s  a n d  
c la s s i f i c a t io n ,  B a n k r u p tc y ,  S t a t e  a n d  M u n ic ip a l T a x a ­
t io n ,  W i l l s ,  E s t a t e s ,  R e a l  P r o p e r ty ,  T r u s t s ,  L a n d lo r d  
a n d  T e n a n t ,  C o r p o r a t io n s , P a r t n e r s h ip s  a n d  45 o th e r  
s u b je c ts .
C o m p le te  L a w  L ib ra ry  F urn ished
D e l iv e r e d  c o m p le te  a t  th e  t im e  o f  e n r o l lm e n t  i s  a  
b ig , h a n d so m e , 2 5 -v o lu m e  lib r a r y ,  M o d e rn  A m e ric a n  
L a w ,  c i t e d  a s  “M. A . L .” b y  s t a t e  s u p r e m e  c o u r t s  a n d  
b y  t h e  U n it e d  S t a t e s  D i s t r ic t  C o u r t. "M. A . L .” i s  t h e  
o n ly  n o n - r e s id e n t  t e x t  e v e r  g iv e n  t h i s  h o n o r  o r  r e c o g ­
n it io n .
A p p r o v e d  B y  A cco u n ta n ts
T h e  B la c k s t o n e  L e g a l  T r a in in g  C o u r se  a n d  S e r v ic e  
h a s  a lw a y s  a p p e a le d  to  a c c o u n ta n ts .  S in c e  t h e  c r e a ­
t io n  o f  t h e  B o a r d  o f  T a x  A p p e a ls ,  h o w e v e r ,  t h e y  h a v e  
b e e n  t u r n in g  to  t h e  I n s t i t u t e  in  c o n s t a n t l y  in c r e a s in g  
n u m b e r s , a n d  i t  i s  t o  b e  n o t e d  t h a t  t h e  m a j o r i t y  o f  
t h e m  a r e  e s t a b l is h e d  p r a c t i t i o n e r s  w h o  a lr e a d y  p o s ­
s e s s  th e  C. P . A . c e r t i f ic a te .
T y p ic a l  o f  th e  c o m m e n t s  o f  a c c o u n t a n t s  w h o  h a v e  
a v a i le d  t h e m s e lv e s  o f  B la c k s t o n e  m a t e r ia l  a n d  s e r v ic e  
i s  th e  f o l l o w i n g  fr o m  M r. R o b e r t  B . V o llu m , C. P . A ., 
o f  P h i la d e lp h ia ,  w h o  s a y s :
“A f t e r  t h ir t y  y e a r s  p r a c t ic in g  t h e  p r o fe s s io n  in  
in  t h i s  c i t y ,  I  f e e l  t h a t  e a c h  d a y  i t  b e c o m e s  m o r e  
v i t a l  t h a t  t h e  p u b lic  a c c o u n t a n t  s h o u ld  g r o u n d  
h im s e l f  in  t h e  b a s ic  p r in c ip le s  o f  l a w  i f  h e  h o p e s  
to  s u c c e s s f u l ly  m e e t  th e  d e m a n d s  o f  t h e  p r o f e s ­
s io n  a n d  p r o p e r ly  s e r v e  h i s  c l i e n t s .  I t  i s  f o r  t h a t  
r e a s o n  t h a t  I  h a v e  a d d e d  y o u r  s e t  o f  Modern  
A m e r ic a n  L a w  (C ite d  M. A . L .)  to  m y  l ib r a r y .”
W rite  F or D e ta ils
T h e  c o m p le te  s t o r y  o f  B la c k s t o n e  t r a in i n g  i s  g iv e n  
in  a n  a t t r a c t iv e  1 2 8 -p a g e  b o o k , T h e  L a w -T r a in e d  
M a n . A  c o p y  w i l l  b e  s e n t  f r e e  u p o n  r e q u e s t .  U s e  t h e  
c o u p o n  b e lo w  o r  a d d r e s s  a  p o s t  c a r d  r e q u e s t  to  D e p t.
363, B la c k s t o n e  I n s t i t u t e ,  In c ., 4753 G ra n d  B o u le v a r d ,  
C h ic a g o , I l l .
Blackstone Institute, Inc.
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better understood by the C. P. A’s. 
For this the profession should be 
and is thankful.
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which is placed on our cover page 
this month. He was bom in 1630 
and died in 1694. He was one of 
the foremost churchmen of his 
day. The truths contained in this 
quotation are so self-evident as to 
need no argument in their support,
In a time when the ordinary life 
is so full of activity and when the 
struggle for existence becomes one 
mad rush, we contemplate with re­
freshing enthusiasm the virtues of 
the truly sincere man.
The C. P. A. and the state laws 
regulating public practice of ac­
countancy have had and still have 
their foes, friends and so-called 
“friends.” Of the first, we expect 
nothing; of the second, we have 
occasion to be grateful; from the 
t h i r d  g r ou p ,  the so-called 
“friends,” the insincere friends, 
—“O, Lord, deliver us.” They have 
a way about them that makes their 
evil hard to combat. At one time 
they make great protestations and 
speeches in favor of the C. P. A. 
and the C. P. A. laws and assume 
the role of Guardians of the 
Cause. Their next outburst is de-
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SINCERITY is to speak as 
we think; believe as we 
perform; act as we pro­
fess; perform as we promise and 
really be what we would seem and 
appear to be.”
Archbishop Tillotson of the es­
tablished Church of England is the 
author of the above quotation
voted to showing and peddling a 
“superior article” in the form of 
some other standard of profes­
sional attainment not legally 
recognized.
It should, however, be observed 
that the role of these so-called 
“friends” is becoming better and
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PLAUSIBILITIES AND  
MATHEMATICS
T HE world is full of plausibilities. The Attorney 
General of New York, in an interview a few days 
ago, stated th a t one of the great reasons why hun­
dreds of millions of dollars were lost each year in im­
proper investments in New York was because the in- 
vester accepted plausible statem ents as the tru th . 
Because the Standard Oil Company makes hundreds 
of millions of dollars, i t  sounds reasonable th a t the 
Doctor Cook Oil Company should likewise net large 
retu rns; because Mr. Doe, who is selling a certain 
stock, is an honest man, it is plausible to assume th a t 
the company whose stock he is selling is honest.
Plausibilities not only rule the investments of large 
numbers of our people, but likewise more or less con­
trol our thinking. During the World W ar we. all of 
us, instinctively felt, as was preached from the house­
tops, th a t with the ending of the war peace would 
a t once return  and prosperity would be the portion 
of the victors. Perfectly plausible, and yet we now 
know th a t such was not and could not have been the 
case.
In school we are first taught arithmetic, then alge­
bra, then geometry, then trigonometry, then cal­
culus. We naturally assume in our thinking th a t the 
science of mathematics was developed in this order 
and th a t somehow or other man, a t least since the 
dawn of civilization, had arithmetic, and gradually 
acquired the other branches. Nothing could, how­
ever, be fu rther from the facts. Modern arithm etic 
is of comparatively recent origin. While our system 
of numerals is known as the Arabic system, the zero 
and accompanying principle of position, which repre­
sented one of the few really great discoveries of man­
kind, was introduced in India in the fifth century. 
The great mathematicians of India, like those of all 
other early countries, were primarily astronomers.
The Arabic mathematicians in the eighth century 
became acquainted with the Hindu number systems
and its figures, including zero, and from them we 
obtained our present system of arithmetic. The dis­
covery of the principle of position of the nine nu­
merals and the zero is sometimes referred to as an 
invention, and, in fact, it  was a truly great invention, 
as it made possible our system of arithmetic, and 
through our system of arithmetic, our economic 
civilization of today. W ithout our system of arith ­
metic modern business on any large scale would be 
impossible.
I t  is true  th a t prior to the Arabic System of nu­
merals the Roman numerical system was in use, and 
th a t from the earliest dawn of mankind numerical 
and arithmetical records of a crude kind were kept. 
Man’s first method of counting was probably on his 
fingers. This method is still followed a t times by all 
of us.
W ith the introduction of printing, the form of the 
Arabic numerals was changed somewhat, largely by 
the designers of type. There has, however, been no 
change in principle.
While arithm etic as we know it is of comparatively 
recent origin, intuitive geometry was well known by 
the Egyptians, Babylonians and Greeks. In 1550
B. C. an Egyptian by the name of Ahmes wrote a 
treatise thereon. Demonstrative geometry was Greek 
in its origin and is covered by the ancient Grecian 
writings as early as 600 B. C. About 300 B. C. Euclid 
wrote his text, which still forms the basis of elemen­
ta ry  instruction. W ithout a knowledge of geometry 
it never would have been possible for the Greeks to 
have built their temples and other structures of great 
architectural beauty.
Some traces of trigonometry existed in the earliest 
known writings on mathematics. The Greeks, how­
ever, made the first trigonometry investigations. 
This was approximately 150 B. C. and was also long 
before the development of our present system of 
arithmetic.
Calculus was also developed by the Greeks—about 
550 B. C. Certain branches thereof are, however, of 
much more recent development.
The science of algebra perhaps has an earlier be­
ginning than any of the other branches of m athe­
matics, other than astronomy. We have already re­
ferred to the work of Ahmes on intuitive geometry; 
to him is credited the copying of a treatise on algebra, 
the original of which dated back perhaps to  2500
B. C.
Geometry, trigonometry, calculus and algebra all 
served a very im portant place in the life of the an­
cients. Eventually, however, man invented the simple 
form of numerals, and today practically all of the 
work of the world, as well as the business of the 
world, is made possible by our present application of 
the numerals. This present system of mathematics 
which first came into practical use in the seventh
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century is so simple in character th a t the children 
in the first grades are taugh t the beginnings thereof. 
I t is not until the student reaches high school and 
college th a t the older branches of mathematics are 
taught.
While it will perhaps be of no practical value, all 
who are genuinely interested in the science of m athe­
matics should make a study of the development of the 
various branches thereof, particularly those of more 
recent date. While such a study will probably elimi­
nate plausible conclusions th a t you have perhaps been 
harboring, you will appreciate the real genius of both 
the early and the later mathematicians who worked 
out these im portant systems or inventions, as they 
are sometimes known.
Have we developed or invented all of the major 
branches of mathematics th a t will ever be developed 
or discovered? Who knows! The Ancient Greeks, 
w ith their knowledge of calculus, algebra, trigo­
nometry and geometry, doubtless felt th a t nothing 
else could be done. W ith the hundreds of schools 
and universities throughout the world devoting their 
time among other things to mathematics, is i t  not 
reasonable to assume th a t new and unknown princi­
ples will eventually be worked out?
Marvelous advances are being made in physics and 
in certain of the other sciences. Certain branches of 
the engineering profession are likewise doing much 
original research work.
While the accounting profession has wonderfully 
improved the mechanics thereof and has been adding 
many books along the lines of the practical applica­
tion of the known principles of accounting to busi­
ness, no certified public accountant, so fa r  as this 
w riter knows, has yet seen the vision of what might 
be accomplished through endowed chairs in account­
ing, for the purpose not of fu rther improving the 
mechanics of accounting, but ra ther for the purpose 
of mathematical investigations, studies and research.
Who knows but w hat some of our wealthy practi­
tioners may even now be planning on devoting a t least 
a part of their fortune to the scientific advancement 
of our profession, and of mathematics generally!
FRANK WILBUR MAIN.
SHOEMAKER, STICK TO YOUR LAST
T HE following appeared in the New York Times on March 13, 1926:
F IR E  DEPARTM ENT
Chief K enlon m ade these announcem ents yesterday:
TO AUDIT R E L IE F  FUND 
An A uditing Com m ittee consisting of Captain John  J. 
Cashman, Eng. 278; L ieu tenan t Daniel J. Smith, H. & L. 39, 
and Chief of B atta lion  Jam es Langan (re tire d ) , has been ap­
pointed by direction of his H onor the Mayor for the  purpose 
of exam ining in to  and aud iting  th e  accounts of the  New York 
F ire  D epartm ent Relief Fund , in  com pliance w ith Section 
789 of the  G reater New York C harter (Subdivision 8 ). 
They w ill m eet a t  10.00 a. m., Monday, March 15, 1926, a t 
the office of the F ire  Com missioner and proceed w ith  and 
com plete the du ty  assigned them , w ith all proper diligence.
The mere reading of the  above will cause a smile 
to readers of this magazine, because they know the 
u tte r futility  of the contemplated procedure. These 
firemen would not call in accountants if their property 
was burning and there was a capable fire-fighting 
force available, and yet the above action evidently 
legal and according to New York statu te  law is ju s t 
as ridiculous.
However, when we remember th a t it is but a com­
paratively few years back when people were specially 
taxed for having windows in their buildings, when 
there was a law in Scotland against the playing of 
golf, when bath tubs were legislated against as 
menaces to health, and railroads were looked upon as 
instrum ents of the devil to work ruin and destruction, 
there is still hope for the future of the profession of 
accountancy.
FRANK WILBUR MAIN.
P. S.—It is interesting to note th a t George V. 
McLaughlin, the Police Commissioner of the City of 
New York, is a C. P. A.
F. W. M.
“ANOTHER W ILD-W EST WILD-CAT  
SCHEME”
T T appears th a t one Howard L. Jones of Los Angeles, 
California, conceived the idea of registering in 
the United States Patent Office the title “Individual 
Public Accountant,” and then leasing the righ t to the 
use of this title to all public accountants who were 
willing to  pay $10.00 a year for the privilege.
In promoting his proposition he has broadcasted 
the country with his literature. When this litera­
ture came into the hands of the Michigan State Board 
of Accountancy, the Secretary of th a t Board, Mr. D. 
W. Springer, immediately communicated, under date 
of March 22nd, w ith the  United States Commissioner 
of Patents in Washington, D. C., addressing him as 
follows:
“There has ju s t come into the State of Michigan a 
flood of circulars copy of which I am enclosing you.
“A t a meeting of the Michigan State Board of Ac­
countancy held March 20th the m atter was presented 
to the Board and a letter, copy of which is enclosed, 
was sent to Mr. Jones.
“As chairman of the Legislative Committee of the 
American Society of Certified Public Accountants I 
desire to enter a formal protest against the granting 
to Mr. Jones of the tradem ark applied for the request 
th a t permission be given to  appear for the purpose of 
presenting reasons why such tradem ark should not be 
granted. In case it has already been granted you are 
respectfully requested to  furnish the w riter with a
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knows of no protection that can 
be obtained for such names.”
REGENTS’ EXAMINATIONS
(From  TH E  PAC E  STUDENT, February, 1926.)
statement as to the procedure 
which is necessary to get a re­
hearing.
‘‘Five states in the Union have 
already passed a restrictive type 
of legislation governing public ac­
countants and every state in the 
Union has a certified public ac­
counting law. This effort to 
trademark a term dealing with a 
public occupation which has been 
legally recognized and concerning 
which cases have gone to the su­
preme court in nine different states 
besides the Supreme Court of the 
United States should be prevented 
in the interest of the general pub­
lic and any information which can 
be given as to the proper manner 
of getting at the situation will be 
thankfully received.”
Mr. Springer, under the same 
date, wrote Mr. Jones as follows: 
“Copies of your general circular 
have come to hand and were pre­
sented to a meeting of the Michi­
gan State Board of Accountancy 
held Saturday, March 20th. I was 
directed to notify you that your 
proposition to sell trademark 
rights would not be legal in Michi­
gan, where we have a regulatory 
law, copy of which is enclosed and 
which recognizes but two designa­
tions namely, certified public ac­
countant and public accountant. Ac­
ceptance therefore by yourself of 
any applications from persons in 
Michigan as the result of these cir­
cular letters would constitute ob­
taining money under false pre­
tenses for these circulars might 
have gotten into the hands of per­
sons who were not entirely famil­
iar with all phases of the law.” 
The Chief Clerk of the Patent 
Office, Mr. J. A. Brearley, replied 
to Mr. Springer under date of 
March 27th, as follows:
“The inclosures received with 
your letter of March 22nd are re­
turned herewith. A  trademark is 
not registrable in this Office un­
less it has been actually used on 
articles of merchandise in inter­
state or foreign commerce. A  
trademark or trade name used in 
connection with service rendered 
is not registrable and the Office
F OR many years the state of 
New York has provided a 
means by which any individual 
resident within the state could 
prove his possession of academic 
knowledge by passing regents’ ex­
aminations. A  candidate was re­
quired to demonstrate possession 
of knowledge, and it mattered not 
where or how he acquired it. Many 
a man and woman has been en­
couraged by this method to under­
take self-study and to obtain the 
academic credentials necessary for 
admission to law, medical, account­
ancy, or other professional exam­
inations.
The State Education Department 
has seen fit to change this time- 
tried procedure, and has served no­
tice that after January 1, 1928, no 
one is to be admitted to a regents’ 
examination without having stud­
ied the subjects in which he de­
sires to be examined in regular 
high-school or other approved 
classes.
This ruling means that the em­
ployed man or woman must under­
go the slow and tedious process of 
attending evening high school if 
he or she is to qualify for the ex­
aminations. This requirement may 
be justified in subjects that re­
quire laboratory work, such as 
chemistry or physics, but it is un­
necessary and against the public 
interest, in our judgment, when 
applied to subjects such as econ­
omics, history, English, and the 
foreign languages. In any one of 
these and certain other subjects 
an individual may already possess 
a considerable knowledge, and his 
time and energy may be best con­
served by instruction of a different 
type from that in an ordinary high- 
school class. There are, in fact, 
certain subjects, such as history 
and economics, in which a mature 
person who has developed a stu­
dious habit of mind, can make ade­
quate preparation for examination 
by self-study.
Just why the regents have 
adopted a rule that will make it 
necessary for all citizens who seek 
academic credentials to enter the 
slow and tedious processes of high- 
school instruction, in subjects such 
as the ones enumerated, is not ap­
parent. The practical effect will be 
to discourage academic review and 
special study on the part of many 
citizens. It may be thought that 
better preparation will thus be as­
sured for the professions, but the 
movement toward excluding the 
self-developed and self-educated 
type of professional man is not 
without its dangers. We need self- 
educated lawyers of the type of 
Frank B. Kellogg, the present Sec­
retary of State, as well as the for­
mally educated lawyers of the type 
of Charles Evans Hughes.
Governor Smith expressed him­
self forcibly on this subject at the 
time of his consideration of the C. 
P. A. bill; and while we did not 
agree with his action with regard 
to the vetoing of the bill, we did 
agree with his condemnation of 
the common tendency to make it 
increasingly difficult for the young 
man who has to make his own way 
to enter the professions. We sin­
cerely hope, in the interest of the 
broader dissemination of academic 
knowledge, that the distinctive and 
democratic procedure heretofore 
existing in New York, and that 
will exist until 1928, and to which 
many of us are indebted, may be 
retained under a modified ruling by 
the regents.
Glenn O. Williams & Co., Ac­
countants and Auditors, announce 
the removal of their offices on April 
1, 1926, to 1223 Commerce Bldg., 
Rochester, N. Y.
This should help to “nip in the 
bud” this ambitious scheme.
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The Illinois Decision
T HE March issue of The Certi- 
fied Public Accountant on 
page 67 carried the full tex t of the 
decision of the Illinois Supreme 
Court on February 18, 1926, de­
claring the 1925 Accountancy Act 
unconstitutional.
I t  is im portant to State Boards 
as well as to certified public ac­
countants th a t a correct under­
standing be had of the situation 
produced by th a t decision and in 
addition to a short historical state­
ment we are presenting a review of 
the briefs filed by both sides to­
gether with the im portant features 
of the decision itself.
In the last session of the Illinois 
legislature a bill, sponsored by the 
Illinois Society of Certified Public 
Accountants, was introduced but 
was defeated. The main point of 
criticism around which the opposi­
tion centered related to the provi­
sion granting the righ t of privi­
leged communications to certified 
public accountants. A fter th is  bill 
had been defeated, the public ac­
countants prepared a hastily 
drafted bill which was not sub­
m itted to the A ttorney General’s 
office for consideration. This bill 
transferred the adm inistration of 
the law from  the University of Il­
linois to  the Department of Regis­
tration and Education of the State 
of Illinois, although this Depart­
ment, which was to administer the 
new law, had not been consulted in 
its  preparation. The law was 
passed in the closing hours of the 
legislature and perm itted by the 
Governor to become effective with­
out his signature. I t was of a dif­
ferent type of legislation than any 
law previously enacted in th a t it  
eliminated the title “certified public 
accountant” so fa r  as fu ture Illin­
ois applicants were concerned and 
designated as “public accountants” 
all who m ight pass the prescribed 
examination. This placed the Il­
linois man a t  a disadvantage as 
compared w ith his brother public
D. W. SPRINGER, C. P . A., Secretary, 
M ichigan S tate  B oard  of Accountancy 
an d  C hairm an, Legislative Com m it­
te e  of The A m erican Society.
accountant from other states. 
While the law expressly recog­
nized all C. P. A. certificates al­
ready issued and provided th a t 
holders of C. P. A. certificates from 
other states might have them reg­
istered in Illinois, the Illinois So­
ciety of Certified Public Account­
ants felt th a t the bill should be 
attacked in the interest of the pub­
lic and of the public accountants 
generally.
In the Circuit Court of Sanga­
mon County, wherein a bill was 
filed to  secure an injunction, the 
Court ruled th a t the law was con­
stitutional and from this ruling an 
appeal was taken to  the Supreme 
Court. Defrees, Buckingham and 
Eaton, and Dodd, Matheny and Ed­
munds were the solicitors for the 
appellants, counsel being Messrs. 
Buckingham, Dodd & Jones.
In general the claim was made 
th a t the Act was “unconstitutional 
as as unreasonable, arb itrary  and 
invalid exercise of the police 
power of the S tate.”
I t  was claimed th a t the act 
granted special privileges in tha t 
no resident citizen of Illinois could 
become a certified public account­
an t of Illinois under the act while 
others m ight so become.
I t  was also claimed th a t the act 
was discriminatory in th a t two 
methods were prescribed by which 
persons outside the state holding
C. P. A. certificates m ight enter 
the state and practice public ac­
counting. The claim was also made 
th a t under the act the Department 
had no discretion in the granting 
of the original batch of certificates 
as public accountants. I t was also 
claimed th a t the prohibition of do­
ing accounting or auditing work 
for more than one employer is ar­
bitrary, unreasonable and not
within the police power of the 
state. I t  was also contended th a t 
the provisions of the law were im­
possible of continued perform­
ance.
The historical m atter presented 
in Appendix A, which was made 
a part of the brief, is of such in­
terest th a t i t  is reprinted in an­
other p art of this issue. The de­
cision refers to material presented 
in this Appendix and the distinc­
tions between the different types 
of recent legislation are very clear­
ly stated.
In the argument, the claim was 
made th a t the righ t to practice as 
a certified public accountant has 
been for many years and is now an 
exceedingly valuable franchise or 
privilege which would be denied to 
Illinois citizens hereafter. In the 
lower court it had been intimated 
th a t there might be read into the 
law by the Department of Regis­
tration and Education, if it  so de­
sired, the righ t to issue certificates 
as certified public accountants to 
those who passed the examinations 
which they gave. This righ t was 
denied by the counsel for the ap­
pellants and their contention was 
supported by the Supreme Court 
in its  decision.
I t was also claimed th a t the act 
did not classify employees on a 
reasonable basis. Stress was laid 
on the fact th a t the act penalized 
not merely for holding oneself out 
as a public accountant or a certi­
fied public accountant but forbade 
unlicensed or unregistered persons, 
other than employees, to do any 
auditing or accounting service for 
more than one person for pay. 
The claim was made th a t th is pro­
vision was beyond the police power 
of the state. I t  will be noted in 
the historical m atter which they 
submitted th a t reference is made 
to the particular provisions on this 
point of the North Carolina Act 
and of the Michigan Act. I t  is in­
dicated th a t the Louisiana and 
Maryland laws, while not as sped-
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fic, are so phrased as to accomplish 
the same purpose.
The department of Registration 
and Education was represented by 
Oscar E. Carlstrom, A ttorney 
General, B. L. Catron, A ssistant 
Attorney General acting as coun­
sel. The presentation made large­
ly related to the general provisions 
of the bill, claiming th a t the act 
recognized both classes of public 
accountants and th a t it was within 
the power of the state to require, 
under the general police power of 
the state, registration of a particu­
lar group. I t was argued th a t the 
act did not discriminate between 
persons in the same class as has 
been claimed by the appellants. 
The State argued th a t under the 
provisions of the act i t  would be 
proper fo r the Department to issue 
Certified Public Accountant certifi­
cates as the Department was given 
authority  to make necessary rules 
with respect to  examination and 
for carrying into effect the pur­
poses of the act. The claim was 
made and argued th a t laws regu­
lating the practice of public ac­
countancy have been generally up­
held as a  valid exercise of the po­
lice power of the state. Up to this 
time the only case th a t had seem­
ingly been opposed to  th a t theory 
was the Oklahoma case and there 
the conclusion reached seemed to 
have been due to the fact th a t the 
court believed th a t the passage of 
public accountancy laws had been 
procured by accountants them ­
selves for the ir own benefit and 
not in the interest of the public 
welfare. The argum ent on behalf 
of the appellees did not touch the 
point raised by the appellants th a t 
the attem pt to control accountants 
in this particular act had been too 
broad and not safeguarded as care­
fully as in the other laws to which 
reference had been made.
Those who have read the su­
preme court decision carefully 
have noted the following points: 
“I t appears clear, therefore, th a t 
the act necessarily operates to the 
advantage of the  few persons who 
held certificates as certified public 
accountants prior to October 1,
1925, and those holding such cer­
tificates from an outside State, 
and discriminates against all other 
persons engaged in the business of 
accountancy, none of whom can 
ever become a certified public ac­
countant in this State.”
The decision refers to the laws 
passed by other states for the pur­
pose of securing control of public 
accountants and says, “I t m ust be 
said th a t there is in the public 
mind a marked distinction to be 
drawn between a public accountant 
and a certified public accountant, 
and it is evident th a t the act under 
consideration here does not tend 
to destroy such distinction. That 
distinction, together w ith the fact 
th a t under th is act no citizen of 
Illinois not now a certified public 
accountant can become such, 
clearly demonstrates a special 
privilege accorded to those who are 
allowed to hold themselves out as 
certified public accountants and a 
discrimination against those who 
are not allowed so to do or become 
certified public accounts. This dis­
crimination is not founded on any 
reasonable basic classification.”
Referring to the two methods by 
which holders of C. P. A. certifi­
cates from other states m ight 
practice, the Court said: “A s ta t­
ute can not be sustained which ap­
plies to some persons or cases and 
does not apply to  all persons and 
cases not essentially different in 
kind.”
Discussing the question as to 
w hether the particular provisions 
in this act were an unreasonable 
exercise of the  police power, the 
Court said: “In order to say th a t 
private business must, in the ne­
cessity of public welfare, employ 
one certified by the State, i t  m ust 
appear th a t the effec t of an audit 
of th a t business is a m atter of pub­
lic welfare and not of private con­
cern.” However, afte r discussing 
this particular provision a t length, 
the court said: “We do not say th a t 
it  is beyond the power of the Gen­
eral Assembly to enact a statu te 
requiring th a t no one shall use the 
term  ‘Certified Public Accountant' 
or the term  ‘Public Accountant’
without having met the require­
ments of such an act. * * * There 
is, as we view it, however, a wide 
difference between acts of th a t 
character and one which provides 
th a t no one who has not received 
a certificate as public accountant 
from the Department of Registra­
tion and Education shall be allowed 
to work a t the business or occupa­
tion of accountancy for more than 
one person.”
The quotations made from the 
supreme court decision indicate 
th a t the Court did not in reality 
pass upon the principle of regula­
tory legislation but had in mind a t 
all times the phraseology of the 
particular act which was before it  
and as one reads the briefs which 
were presented, together with the 
decision, he m ust reach the conclu­
sion th a t this type of legislation 
has not received a  set-back as the 
result of the decision. However 
the decision should emphasize the 
necessity of carefully wording 
whatever new laws or amendments 
to existing laws are presented to 
the legislatures fo r the ir consider­
ation. Certainly no law should be 
presented which has not been 
passed on by the office of the At­
torney General of the state and 
certainly no law should be pre­
sented which has not been con­
sidered by the body charged with 
its  administration. H asty legisla­
tion, even though well meant, is 
usually disastrous. This type of 
legislation is in the interest of the 
public and the public is to be con­
gratulated th a t the Illinois Su­
preme Court in its decision clearly 
indicated th a t there was a possi­
bility even in th a t S tate of secur­
ing the regulatory enactments 
which business interests require.
APPENDIX A.
Historical M atter
The first leg isla tion  of Illinois w ith  
reference to  the  practice of account­
ancy was th e  A ct of 1903 (Sm ith- 
H urd  S tatu tes, 1923, Ch. 110½) which 
is still in  force, if  th e  legislation  of 
1925 is invalid . The Act of 1903 did 
no t requ ire  a certificate o r license to 
practice accountancy, and imposed no 
annua l license fee. Anyone could prac­
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tice as a “Public A ccountant.” B u t the 
Act did requ ire  s ta te  certification if  a 
person desired to style h im self a  “ Cer­
tified Public A ccountant” and  to p rac­
tice as such, o r to  use the  abbreviation  
“ C. P. A .”
E xam inations w ere prescribed by law 
for the  certificate of Certified Public 
A ccountant. The law  was adm inistered  
by th e  U niversity of Illinois, which ap ­
pointed the exam ining board. Those 
holding certificates as Certified Public 
A ccountants under the  laws of o ther 
sta tes w ere perm itted  to  practice as 
Certified Public A ccountants in  Illinois 
w ithout ob tain ing certificates from  th is 
sta te .
T he Act of 1925 (Illinois Laws, 1925, 
p. 505) which came in to  effect Ju ly  13, 
w ithout the  approval of the  Governor, 
repeals the  Act of 1903 and  tran sfe rs  
the  adm in istra tion  to  the  D epartm ent 
of R eg istra tion  and  Education . An 
am endm ent to the Civil A dm inistrative 
Code provides fo r th e  appoin tm ent by 
th a t D epartm ent of th ree  persons to  ac t 
as a public accountan t exam ining com­
m ittee (Illinois Laws, 1925, p. 577, 
579). A t th e  sam e tim e an  appropri­
ation  was m ade for the  expenses of the 
Com m ittee. (Illinois Laws, 1925, 
p. 89.)
The ac t of 1925 m akes a  com plete 
departu re  from  th e  A ct of 1903 in  th a t 
i t  requ ires certificates of reg istra tion  
and  an  annual license fee of $5.00 of 
all who practice public accountancy 
(Secs. 1, 12,) and defines a  person as in  
such practice “ when he perform s ac­
counting o r aud iting  service, as dis­
tinguished from  book-keeping, on a fee 
basis, per diem or otherw ise, for more 
than  one em ployer.” (Sec. 2.) The 
only person exem pt from  th e  req u ire­
m ent of certificates o r reg is tra tio n  are 
unlicensed employees (Sec. 14) no t 
holding them selves ou t as engaged in 
th e  practice of public accountancy, pro­
vided always: “ If  th e  employees w ork 
under th e  adequate  contro l and  the 
supervision of certified public account­
an ts o r licensed public accountants, and 
if th e  em ployees do no t certify  to  any­
one as to the  accuracy of any au d it or 
any  s ta tem en t which is th e  resu lt of 
an  aud it, o r any  accounting investiga­
tion  w hich has been executed by such 
em ployees."
F orty-tw o s ta te s  m ake no requ ire­
m ent of qualifications or a  certificate to  
practice u n d e r th e  title  of "P ub lic  Ac­
co u n tan t"  as d istinguished  from  th a t 
of “ Certified Public A ccountant."
T he five o ther sta te s  requ ire  cer­
tificates o r reg is tra tio n  under th e  title  
of “ Public A ccountan t" as distinguished 
from  th a t o f “ Certified P ublic A ccount­
a n t ."  One of them  expressly denies 
by s ta tu te  th a t th is  approves the  quali­
fications of such persons (N. C .), and
th e  four o thers qualify  and lim it the 
g ran t and  use of the title  of “ Public 
A ccountant.” (Louisiana, M aryland, 
Michigan, Tennessee.)
P rio r to  1924 no s ta te  required  of 
anyone a  certificate or license to p rac­
tice as a  “ Public A ccountant,” though 
certificates w ere requ ired  to  practice as 
a “ Certified Public A ccountant.” Loui­
siana (La. Laws, 1924, p. 207) and 
M aryland (Md. Laws 1924, p. 1462), 
in  1924, and  M ichigan (Pub. Acts 
Mich. 1925, p. 563), N orth  Carolina 
(Public Laws N. C. 1925, p. 503) and 
Tennessee (Pub. Laws Tenn. 1925, p. 
7 0 ), in  1925, enacted  laws requ iring  
certificates o r reg is tra tio n  to practice 
e ither as a  Public A ccountant or a Cer­
tified Public A ccountant. In  these five 
sta tes th e  laws sharply  d istinguish  be­
tw een the  two, confining the  tit le  of 
“Public A ccountan t” to  those already  
in  practice who do no t qualify  as “ Cer­
tified Public A ccountants.” N orth  Caro­
lina  expressly and  the  o ther sta tes im ­
pliedly indicate th a t they do not ap­
prove the  qualifications of those prac­
ticing  under th e  designation of “P ub ­
lic A ccountant.”
The policy of Illinois and all o ther 
s ta tes indicates a sharp  distinction be­
tw een Certified Public A ccountants and 
Public A ccountants. The S tates of 
L ouisiana, M aryland, Michigan, N orth  
Carolina and Tennessee by recen t laws 
provide certificates or reg is tra tio n  both 
as Certified Public A ccountants and as 
Public A ccountants. In  these sta tes the 
certificate of Certified Public A ccount­
an ts is itse lf evidence of s ta te  investi­
gation  and  certification; b u t th e  cer­
tificate of Public A ccountant is evidence 
th a t th e  person was practicing  account­
ancy w hen th e  law  cam e in to  effect 
and could no t qualify  for the  certificate 
of Certified Public A ccountant.
T his sharp  d istinction  is reflected in 
legal and  o ther recognition of Certified 
Public A ccountants. M assachusetts au ­
thorizes Certified Public A ccountants 
approved by th e  s ta te  com m issioner of 
banks to m ake aud its  of savings banks 
in  th a t  s ta te  (Mass. G eneral Laws, 
1921, Ch. 168, sec. 17). Pennsylvania 
in  1925 provided th a t certa in  school 
d istric ts  m ay em ploy Certified Public 
A ccountants to  au d it th e ir  books (Pa. 
Laws, 1925, secs. 2603, 2523). Michi­
gan provided in  1925 th a t finance com­
panies opera ting  under declarations of 
tru s t  should be exam ined by the  sta te  
banking com m issioner each year, bu t 
au thorized th e  com m issioner to accept 
a rep o rt and  au d it by a  Certified Public 
A ccountant in place of such an exam ina­
tion . (Mich. P ublic  Acts, 1925, p. 
461).
T ru s t agreem ents, oftentim es inci­
den t to  m ortgages, control th e  opera­
tion  of m any businesses and  of m uch 
p roperty  in  Illinois. In  such tru s t 
agreem ents i t  is common to require 
periodical audits, and it is usually  spe­
cified th a t such aud its  shall be con­
ducted by Certified Public A ccountants.
A ccounting and aud iting  has enor­
mously increased since the passage of 
the  p resen t federal tax  laws; and  a 
la rge proportion  of such w ork is in ­
cident to the prepara tion  of income tax  
re tu rn s  by corporations and individuals, 
and to proceedings for th e  reduction 
of taxes or the  recovery of excess tax 
paym ents. The U nited S tates Board of 
Tax Appeals, created  by s ta tu te  in  1924, 
is the  quasi-judicial body fo r th e  de­
te rm ination  of issues w ith respect to 
federal income and profit taxes, an 
the new federal g ift tax  (See A rticle in  
A m erican B ar A ssociation Jo u rn a l, Oc­
tober, 1925, by the  C hairm an of th is  
B oard ). The United S tates B oard of 
Tax Appeals has adopted th e  follow­
ing ru le :
Rule 2. A reg iste r of persons en­
titled  to  practice before th e  board  will 
be m ain ta ined  by th e  board  in  which 
w ill be en tered  the  nam es of all such 
persons. F irm s w ill no t be adm itted  
or recognized.
The following classes of persons 
whom the  board finds, upon considera­
tion  of th e ir  applications, to be of good 
m oral charac ter and  to possess the 
requ isite  qualifications to  rep resen t 
o thers m ay be adm itted  to  practice be­
fore the  board:
(a) A ttorneys-at-law  who a re  ad ­
m itted  to  practice before the  Suprem e 
Court of th e  U nited S tates or th e  h igh­
est court of any s ta te  or te rr ito ry  or 
the  D istric t of Columbia;
(b) Certified public accountan ts duly 
qualified under the law  of any  s ta te  or 
te rr ito ry  o r the  D istrict of Columbia.
An application  under oath  for ad ­
m ission to  practice shall be addressed 
to the  U nited S tates Board of Tax Ap­
peals, W ashington, D. C., and  m ust 
s ta te  the nam e, residence address and 
business address of the applicant, and 
th e  tim e and  place of h is adm ission to 
the  bar o r qualifications a s  a certified 
public accountant. Such application 
shall also s ta te  w hether the  applican t 
has ever been suspended or d isbarred  
as an  a tto rn ey  in  any  court, or h is rig h t 
to practice as a certified public account­
a n t suspended or revoked in  any  ju r is ­
diction. Such application shall be ac­
com panied by a  certificate of th e  clerk 
of the court in  which the  applican t is 
adm itted  to  practice to th e  effect th a t 
he has been so adm itted  and is in  good 
standing, o r a certificate by the proper 
sta te , te rr ito r ia l or d is tric t au th o rity  to  
the  effect th a t the  applican t is a certi­
fied public accountan t in  good standing, 
duly qualified and en titled  to  practice
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in  such s ta te  or te rr ito ry  or th e  Dis­
tr ic t  of Columbia.
The B oard  may, in  its  discretion, 
deny adm ission, suspend o r  d isbar any 
person who i t  finds does no t possess 
th e  requ isite  qualifications to  rep resen t 
o thers, o r is lack ing  in  character, in ­
teg rity  o r p roper professional conduct. 
An atto rn ey  or certified public account­
a n t who has been adm itted  to  practice 
m ay be d isbarred  only a f te r  he is a f ­
forded an  opportun ity  to  be heard .
The board  sha ll have th e  r ig h t a 
any  tim e to  requ ire  a  sta tem en t under 
o a th  of th e  term s and circum stance 
of any  con tracts of em ploym ent of an  
atto rney  or certified public accountan t 
by th e  taxpayer he represents.
Any individual taxpayer or m em ber 
of a  taxpayer partnersh ip  o r officer of 
a  taxpayer corporation  m ay appear for 
him self o r such partnersh ip  or corpora­
tion  upon adequate identification to  the  
board.
By th is  ru le  the  B oard recognizes 
Certified Public A ccountants of a ll 
s ta tes. O thers m ay no t p ractice be­
fore i t  unless they a re  a tto rneys a t 
law. Those now having certificates as 
Certified Public A ccountants in  Illinois 
m ay practice before th is  Board. Cer­
tified P ublic  A ccountants of o ther 
sta tes m ay appear before th is  Board. 
B u t citizens of Illinois, under the  ac t of 
1925, m u st re s t con ten t w ith  ce rti­
ficates as “Public A ccountants,” and  
cannot so practice. They cannot qualify  
them selves as accountan ts to  render 
th e  sam e services as m ay be rendered  
by those certified under th e  Illinois 
ac t of 1903 or under the  laws of o ther 
sta tes.
The r ig h t to  sty le oneself a  certified 
public accoun tan t is a  valuable r ig h t 
and  is recognized as such by th e  United 
S tates and  by a ll th e  sta tes.
A ccountancy Laws of O ther S tates
The legislation  of o ther sta te s  and  of 
Illinois p rio r to  1925 throw s some ligh t 
upon the  problem  of reg u la tin g  the  
practice of public accounting. F o r m ore 
th a n  th ir ty  years th e  policy of the  
s ta te s  of th is  country  has been sub­
stan tia lly  uniform . T his policy has 
been to  perm it any one to  practice pub­
lic accountancy o r to do accounting 
w ork w ithout a  license and  w ithout 
public regulation , b u t to  impose special 
safeguards around  th e  use of th e  title  
of “ Certified P ublic A ccountant” and  
the  abbrev iation  “ C. P . A .” The s ta te s  
m ade i t  optional to  ob ta in  these  titles , 
bu t sought to  p ro tect them  as ind icat­
ing th a t  certa in  s tandards of qualifica­
tion  had  been m et. The sam e p lan  has 
been employed in  some o ther fields, as 
in  nursing , w here legislation  obviously 
could n o t requ ire  a  license, b u t could 
forbid persons holding them selves out
as "reg is te red  nu rses” w ithou t com­
plying w ith the  requ irem en ts of law.
W ith in  recen t years th e re  has been 
a tendency tow ard m ore com plete reg u ­
la tion  of the  practice of public account­
ing. The several sta te s  rep resen ting  
th is  tendency falls in to  two distinct 
groups:
(1) O klahom a in  1917, N orth  Caro­
lina and  M ichigan in  1925, and M ary­
land and Louisiana in  1924 requ ire  cer­
tificates o r reg is tra tio n  of a ll those 
holding them selves o u t or assum ing to 
practice e ither as Public A cctuntan ts o r 
as Certified Public A ccountants. The 
laws of these sta te s  differ essentially  
from  those of the second group, of 
which Illinois is  one, in  th a t they  re ­
la te  only to  th e  public p ractice under 
specific titles  and  do n o t forbid  w ork 
by uncertified accoun tan ts fo r m ore 
than  one em ployer.
Section 1 of the  N orth  C arolina Act 
of 1925 provides expressly: " th a t  n o th ­
ing in  th is  ac t sha ll be construed to 
proh ib it any  person, firm  or corpora­
tion  from  perform ing  accounting ser­
vice or any sim ilar service who does 
no t hold him self ou t to be a  Certified 
P ublic A ccountant o r Public Account­
an t, or rep resen t th a t  such service is 
perform ed as a  Certified Public Ac­
coun tan t or Public A ccountant.”
Section 27 of the  M ichigan Act, of
1925 expressly provides th a t no prac­
tic ing  a tto rn ey  sha ll be regarded  as  a  
public accoun tan t because in  connec­
tion  w ith  h is professional w ork he p re­
pares repo rts  or p resen ts records of a 
character usually  p repared  and  p re­
sented  by accountants, and  continues:
“N othing contained in  th is  ac t shall 
apply to  any person who m ay be em ­
ployed by m ore th a n  one person, firm 
or corporation fo r th e  purpose of keep­
ing books, m aking tr ia l  balances or 
sta tem ents, and  p reparing  aud its  o r re ­
ports, provided such aud its  o r repo rts  
a re  no t used or issued by the  em ployers 
a s  having been prepared  by a  public 
accountant.'*
N orth  C arolina and  M ichigan th u s ex­
pressly lim it the  charac ter of th e ir  pub­
lic regu la tion  of th e  w ork of aud iting  
and accounting. The laws of Louisiana 
and M aryland, enacted in  1924, do no t 
so expressly lim it th e ir  term s, b u t are  
so phrased as to accom plish th e  sam e 
purpose as th e  laws of N orth  Carolina 
and M ichigan.
The Oklahom a ac t of 1917 provided 
a  w ider scope of tit le s  and  was appar­
en tly  capable of a  m ore restric tive  con­
stru c tio n  th a n  the  acts of N orth  Caro­
lina, M ichigan, M aryland and  Louisi­
an a  (Okla. Session Laws, 1917, p. 4 ) , 
a lthough  i t  lim ited its  prohibitions to 
holding o u t or p racticing  under certa in  
titles. I t  was held  d iscrim inatory  on 
th e  ground th a t i t  prohib ited  p ractice
by uncertified persons, and  declared un ­
constitu tional in  1924. S tate  v. Riedell, 
233 Pac. 684 (O kla.).
(2 ) Illinois and  Tennessee acts of
1925 fa ll into a  second group. The 
Tennessee ac t forbids th e  p ractice of 
public accounting w ithout a  license 
a f te r  Ja n u a ry  1, 1926 and  says th a t “ a 
person engages in  the practice of pub­
lic accounting w hen he perform s ac ­
counting w ork as distinguished from  
bookkeeping, on a fee basis, per diem 
or otherw ise, fo r m ore th a n  one em ­
ployer.” This is substan tia lly  Identical 
w ith  th e  language of th e  Illinois act, 
except th a t unlicensed persons in  Il­
linois are  forbidden to  render e ither 
accounting or aud iting  service. These 
acts forbid w ork by uncertified account­
an ts, and  do no t lim it th e  prohibition  
to  public p ractice under specific titles.
Judicial Decisions on Laws Regulating 
Accountancy.
Inasm uch as s ta te  laws over a  long 
period have p rim arily  dea lth  w ith the  
r ig h t to  use the  tit le  of “ Certified P ub ­
lic A ccountant” i t  is n a tu ra l th a t ju ­
dicial decisions should have chiefly re ­
la ted  to  such laws. Upon th is  aspect 
of the  m atte r, the  follow ing cases are 
im portan t:
Lehm an v. S tate  Board, 208 Ala. 
185; 263 U. S. 394.
S tate  v. De Verges, 153 La. 349;
People v. Marlowe, 203 N. Y. Sup. 
474;
H enry  v. S tate, 97 Tex. Cr., 671; 
260 S. W. 190.
All of these  cases a re  discussed in  
S tate  v. R iedell, 233 Pac. 684 (O kla.), 
w here i t  is correctly  s ta ted  th a t, page 
6 8 6 :
“ In  all of the  cases holding the  act 
w ith in  the  police pow er of th e  sta te , 
w here its  valid ity  w as questioned, the  
courts have p articu la rly  pointed ou t 
th a t th e  regu la tions did no t proh ib it 
one no t holding th e  certificate to  p rac­
tice the  profession of accounting.”
*  *  *  *  *  *
This is th e  only decision of a  court 
of la s t reso rt upon any law w hose term s 
approach those of the  Illinois Act of 
1925. The O klahom a ac t did no t fo r­
bid th e  doing of aud iting  and  account­
ing  w ork by uncertified accountants, 
as does the  Illino is act, b u t was ex­
pressly held void as d iscrim inating  in  
th a t  i t  forbade uncertified accountants 
to  engage in  p ractice as professional or 
expert accountan ts o r aud ito rs for com­
pensation.
Irving Kaufman, C. P. A., an­
nounces the opening of offices for 
the  general practice of account­
ancy a t 152 W est 42nd St., New 
York City.
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The Presentation o f No-Par-Value Capital Stock 
on the Balance Sheet
T HE article by Fred C. Kel- 
logg, C. P. A. under the above 
heading which appeared in the 
January issue of your magazine is 
of general interest to all practis­
ing accountants. While no criti­
cism of the article is intended, the 
following remarks are along the 
same lines and, to  a great extent, 
are based upon actual experience 
in handling the accounts of corpor­
ations during the past few years.
To most people th is subject is 
looked upon as a problem yet to 
be solved. However, if  the essen­
tial facts are known and a common 
sense attitude is brought to bear 
upon those facts, keeping in mind 
th a t the Balance Sheet should re­
flect the actual financial condition 
of the corporation a t the given in­
stan t of time and th a t the shares 
of stock are merely evidences of 
aliquot parts of individual in ter­
ests in the assets and earnings of 
the corporation, there should be 
no difficulty in presenting the facts 
properly. Perhaps the main prob­
lem in dealing with no-par-value 
capital stock is to show the actual 
capital of the corporation which 
m ust be held in ‘reserve, unim­
paired by the payment of divi­
dends. Some states have a t­
tempted to define this by requiring 
the Certificate of Incorporation to 
name the “stated capital” with 
which the corporation will begin 
business and will carry on busi­
ness. This was a requirement of 
the New York State law, but was 
somewhat modified during the
1925 Legislative Session. The 
Delaware law leaves it  to the 
Board of directors or to  the hold­
ers of two-thirds of each class of 
stock outstanding to  decide the 
consideration for which the no- 
par-value stock shall be issued. 
Under such law, it  is  plain th a t the 
unimpairable capital fund is the 
amount actually paid in as capital; 
in other words, the dollar value of 
the consideration received for the
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shares issued. The following ex­
amples are based upon this as­
sumption and the no-par-value 
capital stock will always be car­
ried a t the amount of the consider­
ation received for its issue, includ­
ing amounts received for stock 
donated.
1. O riginal Issue of No-Par-Value 
Stock.
The most common cases are 
those providing for no-par-value 
common stock. As a rule this 
stock may be issued for (a) cash, 
(b) property, (c) services.
(a) Issued for Cash—It is ob­
vious th a t stock issued for cash 
a t a price fixed by the Directors 
should be shown on the Balance 
Sheet a t the price for which it  is 
sold. Suppose a corporation is or­
ganized with an authorized capi­
talization of 100,000 shares of no 
par value and th a t 40,000 shares 
were sold a t $10.00 per share. 
A fter the corporation had begun 
operations and had shown a profit 
therefrom, 10,000 shares were sold 
a t $20.00 per share. The Balance 
Sheet will then show under Capital 
Stock as follows:
Common stock authorized,
100,000 shares of no par value
Less unissued
50,000 shares
Issued and outstanding
50,000 shares ..........................  $600,000.00
(b) Issued for Property—In 
case the law does not require a 
minimum value on each share of 
no-par-value stock, no valuation 
need be placed on the property ex­
changed for such stock. However, 
in most cases, th is is necessary and 
should be done in any event before 
the transaction is recorded on the 
books of account. As a rule, the 
judgm ent of the Directors as to 
the value of such property is con­
clusive. A resolution of the Board
will fix the value to be used and 
should so show on the books. Sup­
pose the above corporation issued
10,000 shares of no-par-value 
stock for property valued a t $200,- 
000.00, the Balance Sheet will then 
show:
Common stock authorized,
100,000 shares of no par value 
Less unissued
40,000 shares
Issued and outstanding
60,000 shares ........................... $800,000.00
(c) Issued for Service—Labor 
actually done may be paid for in 
stock. In such cases, the trea t­
ment would be the same as if is­
sued for cash. Suppose labor 
amounts to $10,000.00 for which
1,000  shares are issued, the Bal­
ance Sheet will then show:
Common stock authorized,
100,000 shares of no par value 
Less unissued
39,000 shares
Issued and outstanding
61,000 shares ..........................  $810,000.00
In each of the above cases, the 
Balance Sheet shows the facts; to 
wit, number of shares authorized 
(im portant both to present and 
prospective stockholders); num­
ber of shares issued and outstand­
ing and the dollar value of the con­
sideration received for them ; and 
the capital of the corporation 
which cannot be impaired by the 
payment of dividends. If the cor­
poration has other classes of stock 
outstanding, i t  would not affect the 
showing of th is class in any way.
2. No-Par-Value T reasury Stock.
In the article referred to  above, 
the following statem ent appears, 
“I t  seems fairly well agreed th a t 
Treasury Stock of no par value 
donated should not be placed on 
the records a t any value until it  
is sold and then a t the selling 
price.” On the contrary, it  would 
seem more in accordance w ith the 
facts to set up Treasury Stock as 
an asset a t the average price for
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which the original issue was sold. 
Let us suppose th a t 1,000 shares 
no-par-value stock are presented to 
the corporation for the  purpose of 
resale and th a t the average price 
for which the outstanding stock 
was sold is $20.00 per share, the 
Balance Sheet should then show as 
an asset 1,000 shares of Treasury 
Stock, $20,000.00 which should be 
offset by a Reserve for Capital 
Stock Donated, $20,000.00 
The Balance Sheet thus shows 
the g ift of Treasury Stock as an 
asset, often a valuable asset, to  a 
new corporation. The reserve set 
up shows th a t this Treasury Stock 
is held for resale. The resale may 
take the form of a  bonus given 
with an issue of preferred stock 
or a cash transaction. In the for­
m er case, as the stock is issued 
the  asset and liability accounts 
set up will be correspondingly de­
creased and the  no-par-value Cap­
ital Stock outstanding will not be 
affected in any way. In case the 
Treasury Stock is sold for cash, 
the amount received will show as 
an increase in the value of the no- 
par-value stock outstanding. In 
th is  case, the  asset and liability 
accounts for the donated stock 
will be decreased in accordance 
w ith the  number of shares sold 
regardless of the amount of cash 
received.
In case the  corporation pur­
chases its  no-par-value stock for 
resale a t  a  price above or below 
the  issuing price, the Treasury 
Stock will be set up a t  the cost 
price. As Treasury Stock is sold, 
the  asset account will be credited 
a t  the price formerly set up and 
any adjustm ent made in the Sur­
plus account if  such stock is sold 
above or below the cost price. This 
is in accordance w ith the  theory 
th a t a  corporation can purchase 
its own stock only out of its sur­
plus earnings. Examples of the 
above transactions will appear on 
the Balance Sheet as below:
(a) Suppose 10,000 shares were 
authorized and outstanding a t 
$20.00 per share. A fter the dona­
tion of 1,000 shares, 500 were sold 
a t $50.00 per share. The Balance 
Sheet would then show as follows:
Capital s tock—authorized, is­
sued and outstanding 10,000 
shares of no par v a l u e ___$225,000.00
There would also appear an asset 
of 500 shares, $10,000.00 offset 
by an equal reserve for Capital 
Stock Donated.
(b) In the case of Treasury 
Stock purchased above or below 
par, the following example will suf­
fice. Suppose 1,000 shares of the 
stock shown is (a) as outstanding 
were purchased a t $10.00 per 
share, the Balance Sheet would 
then show as follows:
Capital stock—authorized, is­
sued and outstanding 10,000 
shares of no par value........ $200,000.00
I t  would also show an asset of 
Treasury Stock—1,000 shares a t 
$10.00 per share, $10,000.00. If  
500 shares of the  Treasury Stock 
are sold a t $20.00 per share, the 
Capital Stock account will not be 
affected—the Treasury Stock ac­
count appearing as 500 shares a t 
$10.00 per share, $5,000.00, and 
earned surplus showing an in­
crease of $5,000.00. If  the  remain­
ing 500 shares are sold a t $10.00 
per share, the Treasury Stock ac­
count will be closed, w ith no other 
accounts affected.
This treatm ent of the m atter is 
not in conflict w ith the  provisions 
of Article 543 of Regulations 65 
of the United States Treasury De­
partm ent which states th a t trans­
actions of th is kind will be con­
sidered capital transactions and 
th a t a corporation realizes no 
gain or loss on the purchase or 
sale of its  own stock. The Earned 
Surplus account has been affected, 
but not the Profit and Loss ac­
count. The Capital Account, 
showing the unimpairable capital 
of the corporation, remains the 
same, unaffected by the purchase 
and sale by the corporation of its 
own stock.
3. Preferred Stock of No P ar 
Value.
Many State statu tes now permit 
the issue of no-par-value preferred 
stock with preference as to  divi­
dends, redemption value, etc., as 
may be provided fo r by the Cer­
tificate of Incorporation. As in 
the case of common stock, the pre­
ferred should show on the  Balance
Sheet a t the amount per share for 
which the original issue is sold, 
thus recording the  unimpairable 
capital of the corporation. I t  is 
useless to try  to show all of the 
preferences on the Balance Sheet, 
but in case the stock is preferred 
as to redemption value different 
from its  original issue value, th is 
fact should be shown in a foot­
note or in the description under 
the Capital Stock division of the 
Balance Sheet. I t would not be 
practicable to issue preferred 
stock redeemable a t a higher value 
than its sales value unless it were 
provided th a t this redemption 
value should date from some time 
afte r the corporation had built up 
an earned surplus. In such cases, 
it m ight be the best policy to 
show the preferred stock a t its 
redemption value a fte r earned sur­
plus had been accumulated suf­
ficient to increase the value of the 
preferred stock outstanding from 
its original issue value to the re­
demption value. Thus the issued 
value of the common stock would 
not be affected and would still be 
shown on the Balance Sheet a t 
the unimpairable capital value. As 
an example, let us suppose th a t a 
corporation was organized with
10,000 shares of no-par-value stock 
providing for cumulative dividends 
of $6.00 per share and a redemp­
tion value of $100.00 per share 
afte r sufficient earnings had been 
accumulated to pay the preferred 
dividends and build up a surplus 
sufficient to bring the value of each 
share to $100.00; suppose also 
th a t these preferred shares were 
to be sold a t $50.00 a share. A fter 
the stock had all been issued and 
before the corporation showed any 
earnings from operations, the 
Capital Stock account would appear 
as follows:
Preferred stock—authorized, is­
sued and outstanding 10,000 
shares of no par value........ $500,000.00
A fter paying accumulated divi­
dends out of earnings, the balance 
left in Surplus would be credited 
a t the close of each period to the 
Preferred Stock account until 
$500,000.00 had been so trans­
ferred. The Capital Stock account
1926 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 107
would then show on the Balance 
Sheet as follows:
Preferred stock—authorized, is­
sued and outstanding 10,000 
shares of no par v a lu e .. . .  $1,000,000.00
In this case, no part of the $1,000,- 
000.00 could be distributed as divi­
dends. In other words, the holders 
of the common stock would not 
share in th is p art of the earned 
surplus.
Another class of stock some­
times issued by corporations which 
partakes of the nature of preferred 
stock is known as Founders Stock, 
carrying one or more of the follow­
ing preferences: dividends, voting 
power and redemption value. As 
an example, let us suppose th a t 
the Certificate of Incorporation 
provided for 1,000 shares of no- 
par-value Founders Stock and
2,000 shares of no-par-value Com­
mon Stock with the provision th a t 
the Founders Stock should always 
be equal in redemption value and 
voting rights to the total of the 
Common Stock outstanding. When 
Founders Stock is issued for prop­
erty  valued a t $10,000.00 and the 
Common Stock is sold a t $10.00 
per share, the Capital Stock on 
the Balance Sheet will appear as 
follows:
Founders stock—authorized, is­
sued and outstanding 1,000
shares of no par value........  $15,000.00
Common stock—authorized, is­
sued and outstanding 2,000 
shares of no par value........  $15,000.00
The above shows the actual facts; 
to wit, the number of shares au­
thorized, issued and outstanding; 
the amount of the unimpairable 
capital of the corporation and the 
fact th a t the 1,000 shares of 
Founders Stock are equal to the 
outstanding Common Stock in re­
demption value. A footnote might 
state the fact th a t the 1,000 shares 
of Founders Stock carried voting 
power equal to the 2,000 shares 
of Common Stock.
4. The Declaration of Stock Divi­
dends and the Satisfaction 
Thereof with the Issuance of 
Stock of No Par Value.
Perhaps the only reason for de­
claring stock dividends in such 
cases would be for the purpose of
increasing the voting power of the 
no-par-value stockholders as com­
pared with th a t of the holders of 
other classes of stock. Otherwise, 
the desired effect would be ob­
tained by a resolution of the Board 
of Directors transferring a stated 
amount of earned surplus to cap­
ital thus rendering it unavailable 
for dividends. The Capital Stock 
account would then show the 
amount of capital paid in plus the 
amount transferred thereto from 
surplus, constituting the unimpair­
able capital of the corporation.
In any case, the bookkeeping 
procedure would be a charge to 
Earned Surplus and a credit to the 
Capital Stock account. There is 
no special reason why th is amount 
so transferred should be shown 
separately on the Balance Sheet 
inasmuch as the chief fact to be 
considered is the amount of cap­
ital which cannot be impaired by 
the payment of dividends.
5. Change from Existing Par 
Stock to No-Par Stock.
This topic is so broad and may 
include so many different cases 
th a t i t  cannot be discussed ade­
quately in th is article. The nature 
of a few cases may be mentioned 
briefly:
(a) Change from  p a r  value to  no  p ar 
value w ith  no change in  th e  s ta ted  
capital.
In this case, the Capital account 
would not change except in the na­
ture of the shares. The total value 
of the no-par-value shares should 
show the same as the old par 
value shares providing there was 
no capital surplus previously 
shown. In case of capital surplus, 
its amount should be added to the 
par value of the old shares, if  such 
surplus represented paid in capital.
(b) Change from  p a r  value to  no p a r  
value w ith th e  purpose of elim in­
a tin g  inflated  values of assets.
Suppose the corporation had 10,- 
000 shares of Capital Stock out­
standing, $100.00 par value each, 
with a Good Will account amount­
ing to $100,000.00 and a  Deficit of 
$10,000.00. I t  is evident in such 
a case th a t the Good Will account
is fictitious. In issuing the no-
par-value stock with the elmina-
tion of the Good Will account, the
entry would be as follows:
Capital stock..............  $1,000,000
Capital stock..............................  $900,000
Good w ill..................................... 100,000
(Explanation)
It may be questioned whether the 
corporation would have the legal 
righ t to  reduce its Capital Stock 
account in this way, but from a 
financial standpoint, the new Bal­
ance Sheet would then show the 
facts, whereas the old Balance 
Sheet was misleading.
(c) Consolidation of two o r  m ore cor­
porations.
In this case, the term s of con­
solidation should state the basis of 
exchange of no-par-value shares 
for the old shares having par value 
and should specify w hether any 
existing surplus is to be included 
in the new capital. For example, 
let us suppose Corporation A had
1,000 shares of Capital Stock out­
standing a t $100.00 par value per 
share, with a  surplus of $10,000.00 
and Corporation B had 500 shares 
of Capital Stock outstanding a t 
$100.00 par value per share, with 
a deficit of $10,000.00. I t  was 
agreed th a t a new corporation 
should be formed to consolidate 
Corporations A and B with the 
capital, consisting of the capital 
stock of the old corporations, to 
be represented by 10,000 shares 
of no par value. A fter the con­
solidation has been effected, the 
Balance Sheet of Corporation C 
will show as follows:
Capital Stock—authorized, is­
sued and outstanding 10,000 
shares of no par value........ $150,000.00
In this case, the account would be 
the same whether or not the Sur­
plus accounts were included. In 
case there was a balance of sur­
plus or deficit a fte r the consoli­
dation, the Capital Stock account 
would be increased by the amount 
of the net surplus or decreased by 
the amount of the net deficit. In 
other words, the Capital Stock ac­
count would measure the differ­
ence between the value of the as­
sets and liabilities of the two cor­
porations.
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A +  B =  Money for C
L ET A represent the account­ant ; B the banker; C the cus­
tomer of the bank and the client 
of the accountant. In borrowing 
money from B, C makes use of the 
services of A. B has a relation to
C. A has a relation to  C. Q uery: 
W hat is the relaton of A to B ?
In the triangular relationship, 
which, apparently, is a creation 
characteristic only of modern 
times, the purpose is to borrow 
funds with which to carry on legi­
tim ate business enterprise. The 
relationship finds existence in con­
nection with fixed capital as well 
as current funds. The commercial 
banker lends for short term s. The 
investment banker places capital 
loans for long periods and obtains 
capital for permanent investment.
Character on the p art of borrow­
ers long has been an essential pre­
requisite for borrowing funds. 
Character still occupies a place of 
importance in considering the risk 
incident to the lending of money. 
There is reason to believe, how­
ever, th a t the importance of char­
acter is dwindling somewhat in 
the opinion of various bankers who 
have had the misfortune to sustain 
heavy losses through loans made 
to business enterprises whose of­
ficials were reputed to  be men of 
character. Further, the now wider 
geographical distribution of loans 
by banks in large centers has 
tended to diminish the form er in­
timacy of personal acquaintance­
ship.
Probably it is not an extrava­
gant or immodest statem ent to as­
sert th a t increasing dependence 
and reliance steadily are being 
placed by bankers upon the ser­
vices of public accountants and the 
professional reports which they 
render. As independent verifiers, 
the opinions of public accountants 
with respect to financial condition 
and operating results have become 
more and more essential to bank­
ers in the granting of credit and
(F rom  H askins & Sells B ulletin , Ja n u ­
ary, 1926)
the lending of money. Experience 
shows also th a t the name and rep­
utation of the accountant have an 
im portant bearing on the value of 
the report for credit purposes and 
in connection with issues of secur­
ities, as well as the m arketing of 
commercial paper. I t is a m atter 
of complaint on the part of the 
younger and less known account­
ants in remote parts of the coun­
try  th a t money in large amounts 
is to be obtained only through 
bankers in large cities, who de­
mand reports of well known ac­
countants. The impression pre­
vails, and is true in some cases, 
th a t the bankers specify the ac­
countants who are to be employed, 
and dictate generally the character 
of the service and particular in­
formation which they are desirous 
of having.
If it  were true th a t all bankers 
are in this enviable position, some 
of the misunderstandings which 
arise between bankers and ac­
countants would be eliminated. 
Unfortunately, in too many cases, 
the borrower retains the account­
ant, specifies the service which he 
desires, and upon receiving the ac­
countant’s report, submits it to the 
banker for credit purposes. In fa r 
too many cases the accountant has 
no contact with the banker and is 
judged by his report, without con­
sideration of the specifications of 
his engagement.
The accountant is called upon to 
perform many different types of 
service. There is the general 
audit; the balance sheet verifica­
tion; the cash audit; the general 
exam ination; the limited exam­
ination ; the investigation; the 
preparation of statem ents from 
books and records w ithout veri­
fication; the preparation and re­
view of tax  re tu rn s ; contesting 
assessments or prosecuting tax
claims; preparing and rendering 
opinions on tax  m a tte rs ; con­
ducting surveys and devising and 
installing systems for both gen­
eral accounting and cost finding; 
preparing and rendering opin­
ions having to do with accounting, 
financial and business m a tte rs ; to­
gether with many other miscella­
neous kinds of service, such as act­
ing as liquidating trustee, arbi­
trato r, or umpire in accounting 
controversies and disputes; giving 
testimony in court; rendering ad­
vice in accounting m atters, etc.
This great diversity of service 
necessarily gives rise to a great 
diversity of reports. An account­
an t’s report is his representation 
of the service which he has per­
formed and the results thereof. 
Therefore, it is but fa ir to any ac­
countant th a t before he is judged, 
favorably or unfavorably, his re­
port shall be read, regardless of 
his standing in the profession or 
the confidence which his reputa­
tion inspires.
While it  is incumbent on the 
banker, or any one else who a t­
tempts to utilize or to rely on an 
accountant’s report, th a t such per­
son shall read the report carefully, 
it is equally incumbent upon the 
accountant th a t he shall make 
clear in his report precisely what 
he has and has not done, together 
with his conclusions. While bank­
ers are not justified in assuming 
th a t every document which bears 
the name of a reputable account­
ant is a report containing certified 
statements, the accountant has no 
justification for rendering a report 
which is obscure and requires more 
than reasonable examination there­
of in order to determine its mean­
ing and the extent of its  reliabil- 
ity. Even with the relatively lim­
ited experience which bank credit 
men may have had in utilizing ac­
countants’ reports for checking 
credits, they should know, it 
seems, th a t every service rendered
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by accountants is not one compre­
hending a general audit. On the 
other hand, there seems to be no 
excuse on the part of accountants 
who render a report which involves 
service other than th a t compre­
hended in the general audit, for 
not bringing out clearly the char­
acter, scope, and results of such 
service.
Manifestly, it would be more 
satisfactory to everyone concerned 
if clients were to avail themselves 
of general audit service and ob­
tain, for presentation to bankers, 
a report which would be complete 
and conclusive. Briefly, the  scope 
of such service should comprehend 
the verification both as to balances 
and as to the accuracy of the rec­
ords, of the assets, liabilities, capi­
tal and surplus as of a given date, 
and of the cash receipts and dis­
bursements, income, expense, and 
miscellaneous profits and losses for 
a current period ended on the same 
date. Under such circumstances, 
i t  would be possible to prepare 
an audit report accompanied by a 
certificate which should leave no 
doubt as to the ground which had 
been covered and the reliance 
which could be placed on the ac­
countant’s report. But the limi­
tations of time and expense fre­
quently operate to preclude general 
audit service and result in a vari­
ety of substitutes which are of­
fered to the banker, placing on him 
the necessity of differentiating 
and appraising the various substi­
tutes.
Out of this situation has arisen 
what commonly has been known as 
the balance sheet audit. This type 
of service is a modification of the 
general audit, requires less time, 
and involves less expense. For 
this reason the  so-called balance 
sheet audit has become popular. 
The Federal Reserve Board sev­
eral years ago issued an abbre­
viated manual outlining procedure 
designed to  cover a  balance sheet 
audit. As a fine, constructive piece 
of work designed to promote uni­
form ity and improve the relations 
among borrowers, bankers, and ac­
countants, probably i t  has had no
equal in modern times. The docu­
ment, however, requires a high de­
gree of technical intelligence and 
skilled analysis to develop the fact 
th a t the procedure is not intended 
to detect fraud which may be con­
cealed by falsification of the rec­
ords, or hidden in transactions oc­
curring during the period prior to 
the balance sheet date. With all 
th a t may be said in its favor, the 
fact still remains th a t it does not 
provide for the consideration of 
income and profits tax  liabilities 
affecting prior years—a very po­
tent danger which lurks in the 
path of sound financial condition 
in some corporations.
It seems only fa ir th a t the ac­
countant should point out to a 
prospective client, as well as make 
clear to a banker or other person 
who may have occasion to rely 
on accountants’ reports, th a t a 
balance sheet verification, or so- 
called balance sheet audit, does not 
contemplate service which will de­
tect fraud concealed by falsifica­
tion of the records or by the trans­
actions preceding the date of the 
balance sheet. A balance sheet 
verification should comprehend a 
verification as of a date of the as­
sets, liabilities, capital and surplus 
according to  balances shown by 
the records, w ith such examina­
tion of the records—supplemented 
as to certain items, when occasion 
requires, by certifications of per­
sons in authority—as may be nec­
essary to substantiate the assets 
as stated and afford reasonable as­
surance th a t there are no liabili­
ties (actual or contingent) other 
than those disclosed, together with 
sufficient review of the operations 
according to  the records to give 
credence to the stated financial 
condition. But securities inspected 
and verified as to  cost from brok­
ers’ invoices may be in agreement 
in total w ith the balance as shown 
by the general ledger account, and 
in agreement in particular with 
the items making up the  total, 
w ithout assurance th a t the rec­
ords have not been falsified to re­
flect a  balance smaller in amount 
than should be shown, accordingly
concealing the purchase and misap­
propriation of securities during the 
period prior to the date of the bal­
ance sheet. A condition of this 
character could be detected with 
certainty only by verification of 
the transactions in securities dur­
ing the period.
An accountant is not infallible. 
Such legal decisions as are avail­
able indicate th a t he should not be 
expected to exercise the function 
of guarantor, and th a t being prop­
erly qualified for his duties, he 
shall exercise reasonable skill and 
diligence in the performance there­
of. Why, then, should not the fact 
be made clear th a t in a balance 
sheet verification the accountant 
does not undertake to detect the 
existence of fraud concealed by 
falsification of the records, when 
he might be expected reasonably 
to detect such irregularities only 
upon having an opportunity to 
verify the transactions leading up 
to the results a t a balance sheet 
date?
Step by step the classification of 
accountancy service leads away 
from general verification of bal­
ances and transactions, as in the 
general audit, through the cate­
gory of balance sheet verifications 
to the general examination. The 
la tte r type of service usually in­
volves less verification of balances 
and of transactions, and tends gen­
erally to greater acceptance of the 
figures as shown by the records. 
This type of service usually arises 
in connection with financing, m er­
gers, consolidations, or purchases 
and sales of companies or proper­
ties, and is distinguished by a re­
port in which particular attention 
is given to  classification in the 
statem ents and to  appropriate in­
formation in the comments, with 
a view to meeting the require­
m ents of financial interests con­
cerned with issues of securities. 
As a sequel to service of th is type, 
occasion arises frequently wherein 
i t  becomes necessary to  prepare 
balance sheets giving effect to pro­
posed financing. While the gen­
eral examination usually involves a 
balance sheet verification with cer­
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tificate, and the preparation of a 
statem ent of operations from the 
records without verification there­
of, a t times i t  may take the form 
of a verification of operations, 
w ith such examination of the asset 
and liability records as may be nec­
essary to substantiate the opera­
tions. The statem ent of opera­
tions may be certified and accom­
panied by a balance sheet prepared 
from the books without verifica­
tion. A general examination does 
not contemplate audit of transac­
tions leading to the results, or the 
detection of irregularities con­
cealed by falsification of the rec­
ords.
A somewhat difficult type of en­
gagement w ith which the account­
an t has to deal is known as a lim­
ited examination. I t involves par­
tial or complete verification of cer­
tain assets and liabilities, or of 
certain operating transactions, 
and the preparation of financial 
statem ents from the books without 
fu rther verification. Probably it  
is safe to assert th a t no account­
ant desires this type of engage­
ment. I t  requires particular care 
in the preparation of the report to 
make clear the character, scope, 
and results of the service. In 
other words, the accountant is put 
to  a  severe test in stating, so th a t 
there may be no misunderstanding 
on the p art of any one who reads 
the report, what he has and has 
not done. Taking into considera­
tion the technicalities of the work 
involved and the difficulties of find­
ing expressions which will not be 
ambiguous or misunderstood, this 
is no slight task.
A report on a limited examina­
tion, as a rule, is so completely 
qualified as to be useless for pur­
poses of credit seeking. To the 
alert credit man it  is decorated, 
so to speak, w ith red flags. I t  is 
as unpopular w ith experienced 
credit men as with accountants. I t 
is as unsafe, unless carefully ex­
amined and analyzed, as a state­
ment submitted by an unknown 
borrower. This form of state­
ment, however, frequently is sub­
mitted to banks as a basis for bor­
rowing funds and supporting lines 
of credit.
The question now arises as to 
what are the duties and responsi­
bilities of the respective parties to 
the triangular relationship among 
accountants, bankers, and borrow­
ers. The duties of the accountant 
are to be experienced and skilled 
in the performance of his work; 
to prepare a report which states 
the facts and his conclusions re­
sulting from the work which he 
has done; to present a report 
which is so clear th a t any one who 
reads i t  and has a  reasonable 
knowledge of financial and ac­
counting m atters may understand; 
and to hold the affairs of his client 
in confidence.
The banker, in attem pting to 
utilize the accountant’s report, has 
a duty to possess reasonable 
knowledge of accounting m atters, 
of the  functions and service of 
public accountants, of the various 
types of accountants’ reports, and 
to read carefully any report on 
which he intends to base judgm ent 
or use for purposes of lending 
money or checking credits.
The borrower who is required 
to furnish an accountant’s report 
for purposes of credit has a duty 
to furnish a report which sets 
forth  all the information a banker 
requires. I t  may appear somewhat 
naive to  assert th a t the borrower 
should lay all his cards on the 
table; yet contact w ith modern 
banking proves beyond the ques­
tion of a doubt th a t the borrower 
who is honest with his banker has 
nothing to fear from a full dis­
closure of all the financial data re­
lating to his business. As a m atter 
of fact, the assertion scarcely will 
be challenged th a t such borrowers 
fare best a t the hands of their 
bankers.
The time-worn contention on 
the p art of some bankers th a t ac­
countants should refuse to render 
service which contemplates less 
than a general audit is little short 
of absurd. Many bankers will
agree in the theory th a t the rem­
edy would lie in their own hands, 
namely, th a t of bringing insistence 
to bear on the client, were it not 
for the fact th a t competition 
among bankers is so keen as to 
make such measures impractic­
able. Why, then, should the banks 
ask the accountants to assume a 
burden which, while acknowledg­
ing responsibility therefor, they 
are not willing to bear? This, 
while obviously a sharp question, 
is likely to find little response. 
The very conditions which sur­
round modern banking and the 
practice of accountancy call not for 
the answering of pointed questions 
raised by either party. Undoubt­
edly, the solution of the problem 
lies along other lines.
If ever a problem required co­
operation, it  is the problem which 
is bound up in the triangular re­
lationship among accountants, 
bankers, and borrowers. If the 
problem is to be solved, and there 
is no reason to doubt th a t it  will 
be, even though admittedly the so­
lution is a m atter of time, each 
party  must respond to his obliga­
tions. Once the borrower releases 
the accountant from his pledge of 
secrecy concerning the particulars 
of the client’s financial affairs, the 
accountant can go to  the banker 
for conference and explanation 
concerning his reports which have 
been placed in the hands of the 
banker, or for consultation with 
the banker as to the information 
which he requires, preferably be­
fore the engagement is under­
taken. While accountants may be 
aware generally of the kind of in­
formation required in reports for 
credit purposes, individual bankers 
have their particular ideas con­
cerning the information which 
they desire. The solution of the 
problem would be much advanced 
if commercial and investment 
bankers who have occasion to util­
ize the reports of public account­
ants were to urge on prospective 
and on actual borrowers the de­
sirability of having their account­
ants confer w ith the bankers,
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since most clients probably would 
recognize the wisdom of such pro­
cedure.
Once the borrower understands 
th a t a  limited examination report 
is of no value for credit purposes, 
limited examinations will begin to 
pass out of existence. The sooner 
the borrower learns th a t a general 
audit report w ith an unqualified
AUDITING 
Novem ber 10th, 1925
9.00 A. M. to  12.30 P. M.
A n sw e r  a ll th e  fo llo w in g  q u estio n s:
1. W hat is an in ternal check system, 
and explain four different forms of “in­
ternal check” for safeguarding against 
defalcations?
2. W hat special features m ust be con­
sidered in  verifying deferred charges 
shown on the  books representing work­
men’s compensation insurance and un­
expired fire insurance premiums carried 
in m utual insurance companies?
3. You are called upon to examine into 
the operation of a  complete cost system 
in a m anufacturing concern, and render 
a report as to  your opinion relative to 
its proper operation. S tate w hat features 
you would particularly  cover and reasons 
therefor.
4. In  auditing the accounts of a  m anu­
facturing corporation for credit purposes, 
you find substantial balances in  accounts 
due from officers representing charges in 
excess of credits over a period of several 
years w ith gradually increasing balances 
a t the end of each accounting period. 
W hat would you particularly  investigate 
w ith respect to state statu tes? Under 
w hat classification would you show same 
in the balance sheet appearing in your 
report? Would your treatm ent be altered 
for balance-sheet purposes if the accounts 
by established custom were settled in full 
every month or two?
5. How does a  complete cost system 
assist an auditor in  verifying the follow­
ing in  a  m anufacturing corporation?
1. Inventory of work in  process and
finished goods.
2. Payrolls.
3. M anufacturing expenses.
4. Cost of goods sold.
Your answer m ust be in  detail and 
show comparison of advantages over 
auditing w ithout a complete cost system 
in operation.
6 . In  examining the accounts of an in­
dividual who is a re ta il dealer in  jewelry, 
you find th a t he runs h is accounts on a 
cash receipts and disbursem ents basis,
certificate not only is the most use­
ful document he can offer to the 
banker for credit purposes, but as 
well is an instrum ent of protection 
and help to him, the sooner ac­
countancy practice, in so fa r  as it 
relates to statem ents for credit 
purposes and to  genuine business 
service, will move in the direction 
of general audits.
although he buys on tim e and gives con­
siderable credit to customers. H is pur­
chase invoices are kept on a  file un til he 
pays them, a t which tim e they are entered 
in  the cash book and charged to “P ur­
chases” or to various expense accounts, 
depending on the nature of the charges. 
Customers’ accounts are kept on a memo­
randum  ledger which is not p a rt of the 
double en try  general ledger. When bills 
are sen t out charges are  made to the 
various customers’ accounts, as memo­
randa only, no entries being made in  the 
general ledger. When collections are re­
ceived, they  are  entered in  the cash book 
and credited to “Sales” and posted from 
there to the custom ers’ memo accounts 
in order th a t the la tte r  shall show a t all 
tim es w hat is due him.
In  auditing  the accounts a t the close 
of h is fiscal year, you find the general 
ledger in  balance. You verify the various 
items therein  including a  careful check­
ing of the inventory which is priced a t 
cost, there being no obsolete stock.
State:
1. W hether you consider th a t a  bal­
ance sheet and Profit and Loss sta te­
m ent prepared  from  th e  tr ia l balance 
taking the closing inventory into ac­
count, a lthough  i t  was no t en tered  on 
the books, would be satisfactory and 
whether you could certify to  it. If  not 
satisfactory, sta te  briefly what, if  any, 
the  elements of error would be in  each 
statem ent.
2. W hat adjustm ents, if any, would 
you recommend? D raft pro form a en­
trie s  to illustrate  them.
3. I f  the Profit or Loss was incor­
rectly stated from the  tr ia l balance, 
could i t  under any circum stances be 
correct for Federal Income Tax pur­
poses, and if so under w hat circum­
stances?
4. In  the Profit and Loss account pre­
pared by you afte r adjustm ents, would 
surplus of p rio r years be affected and 
to w hat extent?
7. In  examining the accounts of a hard­
ware jobber, you find in checking the in­
ventory th a t prices and m athem atical 
work are correct. You have made a  care­
ful te s t of quantities by counting selected 
item s a t the date of audit and reconciling 
back to  inventory date, tak ing  into ac­
count purchases and sales subsequent 
thereto. Do you consider th is  a sufficient 
test?  If  so, why? If  not, why not? Dis­
cuss fully.
8A. In  auditing  the accounts of a  lum­
ber dealer, you find th a t he frequently 
has to  take property upon which he has 
furnished supplies, to settle h is bill. 
Usually such property has a  first and 
sometimes a second mortgage on it, given 
by the owner, and the lumber company 
takes the  property, assumes the m ort­
gages, sets i t  up on its  books a t the bal­
ance shown by the  owner’s lumber ac­
count, and  cancels th e  account receiv- 
able. In  doing th is they m ake one entry.
Land and b u ild in g s ........ $625.14
John Smith ........ . $625.14
F or land taken over from Smith in set­
tlem ent of h is account. Subject to  a 
first mortgage of $5,000 to the A T rust 
Co., a t  6 per cent, and to a second m ort­
gage of $3,000 to the C Bond Co., a t 7 
per cent. We assume the mortgages and 
release Smith.
Is the above entry  correct? If not, why 
not?
8B. Assuming th a t such a  transaction 
took place a t the close of 1917, and th a t 
no correction has been made, w hat would 
have been the effect on 1918 invested 
capital for Income Tax purposes? Would 
the taxpayer have over or underpaid his 
excess profits tax  on th a t account for 
1918?
9. You have been employed by the 
Stamford W ater Company to  audit the ir 
books since the new company was formed, 
say a  period of ten years, and th is  year 
the officers inform you th a t they have 
had an  offer to sell out and request you to 
prepare certified statem ent of the  net 
earnings of the company for the past ten 
years. This statem ent is to  be used as a 
basis for the price th a t is to be paid for 
the company. W ill i t  be any different 
than  those you have furnished for the 
past years; if  so, in  w hat way? Discuss 
fully the difference, if  any.
10. The New Haven-W aterbury Bus 
T ransportation Company buys out an­
other Bus Line and pays $50,000 more 
for i t  than  the inventory of the buses 
and other property am ount to, on esti­
m ates of the value of the property as it  
now stands, in  other words, $50,000 for 
good will. As auditor, how would you 
tre a t th is item  of $50,000? How would 
you show it on the balance sheet, th a t is 
if  a t all, and would you m ake any recom­
mendations as to  the disposition of the 
item ?
11. In  looking over some audit working 
papers, you find a reference to various 
inventories, among them  being one to  an 
inventory labeled “Expense Inventory.” 
Explain w hat th is  refers to and give
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three examples, also explain how the 
items would be handled in  drawing up a 
Profit and Loss S tatem ent also in  refer­
ence to a balance sheet.
12. Discuss the advantages and disad­
vantages of paying industrial payrolls by 
check, from the standpoint both of the 
employer and the empolyee.
ACCOUNTING, THEORY AND 
PRACTICE— PAR T I
Novem ber 10th, 1925
1.00 P . M. to 6.00 P . M.
W o rk  o u t a ll th e  fo llo w in g  P ro b lem s  
and Q u estio n s:
1. You are engaged by the Receiver of 
a Bankrupt Corporation to open up a set 
of double entry  books for his use while 
receiver. W hat accounts would you open 
on the ledger and why?
2. Discuss in  detail how cash discounts 
on capital purchases should be handled 
on the books.
3. D raft a  customer’s liability  record 
for use by a  banking institu tion ; explain 
its  use and its  purpose. W hat column 
balances w ith a  general ledger account?
4. S tate five different methods by which 
notes receivable discounted m ay be shown 
in the preparation of a  balance sheet. 
S tate which method you prefer and the 
reasons for your preference.
5. A W ater Company purchases a large 
trac t of land for a  new w ater shed and 
erects a  filtration plant, pumps and other 
facilities. I t  bonds the  property for a 
period of twenty years, of which th ree 
years are spent developing the  property 
to the point where w ater is available for 
pumping into its  regular system. The 
bonds are  issued a t a  discount of $10,000 
and bear in terest a t 6 per cent. Engi­
neers are employed to supervise the con­
struction and development during the 
th ree years. During all of th is  tim e the 
company operates its  m ain system.
How would you tre a t the bond discount,
(a) for th e  first three years, and (b) for 
the balance of the ir life? How trea t the 
in te rest also?
How would you handle the salaries of 
the  engineers? Suppose one bookkeeper 
in  the company’s  m ain office devoted his 
en tire tim e to looking afte r the  construc­
tion accounts, how would you tre a t his 
salary?
6. Set up a  typical tr ia l balance of a 
wholesale general merchandise house 
consisting of two partners who share 
profits, A two-thirds and B one-third, 
each being first credited w ith 6 per cent 
in terest on th e ir  capital balance a t  the 
beginning of the  year, such in terest being 
treated  as an expense.
Then prepare a  profit and loss state­
m ent showing division of profit afte r 
providing for whatever Federal Income 
Taxes the firm has to  pay on its  net 
income, and a final balance sheet.
At least 20 accounts m ust appear in 
the tr ia l balance and credit will be given 
for arrangem ent and grouping in  the 
statem ents.
7. You are  engaged to make an exami­
nation of three companies. Your client 
advises you th a t the  purpose of th is  ex­
am ination is to m eet the requirem ents of 
banks a t which the companies are carry­
ing substantial loans and who are de­
manding financial statem ents. The capi­
tal stock of these companies is owned 
almost entirely by three individuals. You 
find th a t Companies “A” and “B” are en­
gaged in  the business of buying and sell­
ing merchandise, and Company “C” buys 
and sells merchandise only to a  small 
extent, but is used principally by Com­
pany “A” for the purpose of financing its 
merchandise purchases. The credit 
standing of Company “B” is exceptionally 
good and th a t company is also used for 
the benefit of Company “A.” You find 
the procedure to  be by two methods as 
follows:
1. Company “A” buys merchandise. 
As the invoices are received, they are 
forwarded to  and paid by Company “C” 
and the following book entries are 
made on “C’s” books:
Accounts Receivable (Company “A”)
To Cash
Company “C” then  issues paper in 
the form of a trade acceptance for each 
invoice which is accepted by Company 
“A” and Company “C” makes the fol­
lowing book entry:
Trade Acceptances Receivable 
To Accounts Receivable
This paper is then discounted by 
Company “C” a t banks to obtain money 
to continue the practice of paying Com­
pany “A’s” invoices. As Company “A” 
accepts th is  paper it  makes entries as 
follows:
M erchandise Purchases 
To Accounts Payable 
Accounts Payable 
To Trade Acceptances Payable
2. Company "C” also pays other in ­
voices of Company “A” and issues pa­
per in  the form of trade acceptances, 
which are  accepted by Company “B.” 
As Company “B” accepts th is  paper, 
entries are made on the  books of Com­
pany “A” as shown above. When th is 
paper m atures, a check is forwarded by 
Company "A” to  Company “B” in  the 
am ount of the acceptance and Com­
pany “B” draws i ts  check and pays the 
acceptance a t the bank, since the paper 
has been previously discounted by Com­
pany “C.” At the tim e the acceptances 
m ature, Company “B” makes book en­
trie s  as follows:
Cash
To Accounts Payable (Company “A”) 
Accounts Payable 
To Cash
The foregoing illustrate  all the book 
entries made, except those for the pay­
ment of Company “A’s” paper.
Discuss the above practice in  detail 
from both a  legal and accounting stand­
point and explain how you would trea t 
same in  the preparation of the balance 
sheet for each company in your report.
8. The W atertown Gas Company m anu­
factures w ater gas, using quantities of
oil, water, and o ther m aterials in  the 
process. A t the end of one year you 
are called in and presented w ith the tr ia l 
balance and other facts as follows:
T rial Balance. Dr. Cr. 
Gas houses, tanks
and fixtures ........  $1,800,000
Shops and m achin­
ery ........................  200,000
Garage and equip­
m ent ....................  100,000
Automobiles . . . . . . .  11,200
Cash ..........................  58,000
Bills collectible, gas
accounts ..............  80,000
B i l l s  collectible,
mdse, accounts . .  20,000
M anufacturing labor 10,800
Coal for b o i le r s ___ 6,400
Generator fuel ___ 10,800
Oil expense ............  252,000
Purifiers expense . .  6,400
Repairs w o rk s ........  5,200
Expense works ___  7,800
W ater ex p e n se ........  3,000
Insurance ................ ...........600
Taxes, g e n e ra l ........  9,600
D istribution, labor
and m a te r i a l___  24,000
Office expenses ___  27,000
Garage expenses . . .  8,000
Repairs, m ains ___ 3,600
Repairs, m eters . . .  1,200
Repairs, services . .  1,400
Street lighting ___ 3,600
Advertising ............ ........... 600
Licenses ................... 2,000
Discounts allow ed.. 68,000
General expenses . .  10,000
Bond in terest ........  50,000
Capital stock ............................... $1,000,000
Bonds o u ts ta n d in g ....................  1,000,000
Accounts p a y a b le .......... ........... 96,000
Gas sales account ..................... 685,200
2,781,200 2,781,200 
There a re  no inventories on hand, but 
the officers of the Gas Company advise 
you th a t it  will be entirely  satisfactory 
to them  if you will use the ir estimates, 
which are as follows:
Supplies on hand for m anufactur­
ing ................................................. $40,000
Supplies on hand  for distribution 
expense ......................................... 8,000
You are  also presented w ith the record 
books showing th e  cubic feet of gas m an­
ufactured, sold, and unaccounted for as 
follows:
Cu. Ft.
M anufactured during y e a r .. .  600,000,000
Gas sold during y e a r ............  540,000,000
Unaccounted for ....................... 60,000,000
You are not called upon to make any 
comments about the inventories or any 
other facts. All th a t you are required 
to do is to take the figures as presented 
to you and prepare a statement showing
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th e  m a n u fa c tu r in g  co st o f  th e  g a s  so ld  
b o th  p e r  1,000 cu. f t . a n d  a  d e ta ile d  s ta te ­
m e n t o f m a n u fa c tu r in g  costs.
P re p a re  s ta te m e n ts  sh o w in g  th e  d is ­
t r ib u t io n  co st o f g a s  so ld  s im ila r  to  th e  
m a n u fa c tu r in g  co st s ta te m e n ts .
P re p a re  s ta te m e n t  of o p e ra tio n s .
P re p a re  a n  in co m e  a cco u n t.
P re p a re  a  b a la n ce  sh e e t.
C O M M E R C IA L  L A W  
N o v e m b e r  1 1 th ,  1 9 2 5
9 .0 0  A . M . to  1 2 .3 0  P .  M.
A n sw e r  a ll th e  fo llo w in g  q u estio n s:
1. W h a t i s  th e  d iffe ren ce  b e tw ee n  a  
p a te n t,  a  t r a d e m a rk  a n d  a  co p y rig h t, a n d  
w h a t a re  th e  leg a l te rm s  o f each ?
2. I n  th e  law  o f c o n tra c ts , w h a t  i s  a s ­
s ig n a b le ?  A re  p e rso n a l se rv ice  c o n tra c ts  
a ss ig n a b le ?
3. T o  w h a t  do th e  ru le s  o f d e sc e n t a p ­
p ly ?  T h e  ru le s  o f d is tr ib u tio n ?
4. D efine te s ta to r ,  d ev isee , leg a tee . 
W h a t is  a  n o n c u p a tiv e  w ill?
5. W h a t does a  p e rso n  n e g o tia tin g  a  
n o te  by  d e liv e ry  o r  q u a lified  e n d o rse m e n t 
w a r ra n t?
6. W h a t  is  th e  re a so n  fo r  th e  r ig h t  o f 
a  d ra w e r  o f a  ch eck  to  s to p  p a y m e n t?  
H ow  is  th a t  r ig h t  a ffec ted  by  ce rtif ic a ­
t io n  o f  a  ch eck ?
7. W h a t i s  th e  m e a n in g  o f a n  e s ta te  in  
fee  s im p le ?
8. T h e  S ta n d a rd  W in d o w  C lea n in g  
C om pany  in c o rp o ra te  a n d  se ll som e o f i ts  
s to c k  to  th e  em ployees. T h e  p a r  v a lu e  
of each  s h a re  of s to ck  is  $100. T h e  sto ck  
is  so ld  on th e  b a s is  o f  $25 c a sh , $25 in  
th r e e  m o n th s , $25 in  s ix  m o n th s , a n d  $25 
in  n in e  m o n th s . S ev en  o f th e  em ployees 
p a y  a s  p e r  te rm s , b u t  tw o  fa il  to  m ak e  
a n y  p a y m e n ts  a f te r  th e  f i r s t  $25 p a y ­
m en t, a lth o u g h  th e y  su b sc rib e d  fo r  o ne  
sh a re  each . T h e  em ployees fo r fe i t  th e se  
tw o  s h a re s  b ecau se  th e y  d id  n o t  p ay , 
w h e n  c a lls  w e re  m ad e . A re  th e y  th e re b y  
re liev e d  fro m  a n y  l ia b i l i ty  to  th e  c re d i­
to r s  o f  th e  co m p a n y  a n d  a re  th e y  re liev e d  
f ro m  a n y  l ia b i l i ty  to  th e  co m p an y  fo r  th e  
u n p a id  in s ta l lm e n ts ?
9. A  d e p o s ito r  in  a  b a n k  is  v e ry  c a re ­
les s  in  a ll  o f h i s  b a n k in g  b u s in e ss . H e  
d ra w s  h is  ch eck s  in  a  c a re le s s  m a n n e r  
so  t h a t  th e y  cou ld  e a s ily  b e  ra is e d  a n d  
h e  b a la n c e s  h is  a c c o u n t w i th  th e  b a n k  
tw ice  a  y e a r . I n  o n e  o f h i s  check-ups 
h e  f in d s  t h a t  o ne  of h is  ch eck s  h a s  been  
ra is e d  a n d  h e  im m e d ia te ly  n o tifie s  th e  
b a n k . I n  v iew  o f th e  fa c t  t h a t  h e  im ­
m e d ia te ly  n o tif ie s  th e  b a n k , c a n  h e  re ­
co v er f ro m  th e  b a n k ?  I f  so, w h y ; i f  n o t, 
w h y ?
10. P a p e rs  h a v e  b een  d ra w n  u p  b y  A, 
B a n d  C e n te r in g  in to  a n  a g re e m e n t to  
s t a r t  a n e w  b u s  l in e  b e tw ee n  D an b u ry , 
Conn., a n d  P itts f ie ld , M ass. B  h a s  th e  
m oney , A  is  to  b e  th e  p re s id e n t  o f th e  
com pany , but has n o  funds. C has two 
buses to put into the service. A borrows
$2,000 fro m  B  a n d  d ra w s  u p  th e  fo llo w in g  
p a p e r:
D a n b u ry , C onn., N ov. 10th , 1925.
T h ir ty  d a y s  a f te r  th e  n e w  b u s  l in e
s t a r t s  o p e ra tio n s , I  p ro m ise  to  p a y  to
th e  o rd e r  o f B , tw o  th o u sa n d  d o lla rs
($2,000) a t  th e  F i r s t  N a tio n a l  B a n k  of
D a n b u ry , fo r  v a lu e  rece iv ed .
S ig n ed  A.
I s  th e  above n o te  a  n e g o tia b le  p ro m is- 
so ry  n o te ?  A n sw er y es  o r  no , a n d  g iv e  
fu ll  re a so n s  fo r  y o u r  a n sw e r.
11. W h a t is  th e  leg a l re a so n  fo r  ac ­
c o u n tin g  fo r  s to c k  d iv id e n d s  a s  p r in c ip a l, 
r a th e r  th a n  a s  in co m e?
12. W h en  is  a  p a r tn e r  e n ti t le d  to  in ­
t e r e s t  o n  lo a n s  to  h is  firm ?  W h en  is  a  
p a r tn e r  c h a rg e a b le  w i th  in te r e s t  on  a  
lo an  fro m  th e  firm ?  W h en  i s  a  p a r tn e r  
e n ti t le d  to  c o m p e n sa tio n  fo r  h is  se rv ice s?  
W h a t  p re fe re n c e  a r is e s  in  re fe re n c e  to  
p a r tn e r s h ip  a s se ts ,  a n d  in d iv id u a l a s se ts  
o f p a r tn e r s  w h e n  co n sid e re d  a s  to  p a r t ­
n e r s h ip  c re d ito rs  a n d  in d iv id u a l c re d i­
to rs ?  W h a t is  th e  leg a l re a so n  on  w h ic h  
y o u r  a n sw e r  is  b a se d  in  each  case?
13. W h a t  d e fen se s  m a y  be  offered  
a g a in s t  th e  h o ld e r  in  d u e  c o u rse  o f a  
n e g o tia b le  p ro m is so ry  n o te ?  W h en  is  a  
d em an d  n e g o tia b le  n o te  o v e rd u e?
14. T h ir ty  d a y s  a f te r  m y  decease  I  
p ro m ise  to  p a y  to  th e  M an in  th e  M oon 
$1,000— R ic h a rd  R oe. Show  w h e th e r  each  
of th e  te s ts  to  d e te rm in e  w h e th e r  p a p e r  
is  n e g o tia b le  o r  n o t  a p p ly  a n d  g iv e  te s t  
a n d  re a so n  w h y  i t  does o r  does n o t  ap p ly .
15. T h e  p r in c ip a l  o f a  t r u s t  fu n d  com es 
fro m  th e  d o n o r  to  th e  t ru s te e  in v es te d . 
T h e  t r u s te e  r e ta in s  th e  se c u ri t ie s  a n d  
th e y  d e p re c ia te  v e ry  m u ch  in  v a lu e . I s  th e  
t ru s te e  c h a rg e ab le  w ith  th is  lo ss?  T h e  
t r u s te e  in v e s ts  fu n d s  o f th e  t r u s t  in  se ­
c u r it ie s , w h ic h  d e p re c ia te  v e ry  m u ch  in  
v a lu e . I s  th e  t r u s te e  c h a rg e ab le  w ith  
th is  lo ss?  S ta te  y o u r  leg a l re a so n  fo r  
y o u r  a n sw e r  to  each  q u ery .
16. W h a t c o n s t itu te s  ra tif ic a tio n  of con­
t r a c t  o b lig a tio n s  e n te re d  in to  b y  o n e  p u r ­
p o rte d  to  a c t  a s  a g e n t?
17. W h e n  i s  th e r e  c o n tr ib u tio n  a m o n g  
co -su re tie s?  I s  th e  l ia b i li ty  of a  s u re ty  
c o n tin g e n t  o r  p r im a ry ?
18. S ta te  th e  p ro c ed u re  n e c e ssa ry  in  
C o n n e c ticu t fo r  d is so lv in g  a  c o rp o ra tio n .
19. A  c lo th in g  h o u se  in  P e n n sy lv a n ia  
se n d s  to  m e n  in  C o n n e c ticu t, c lo th e s  “On 
a p p ro v a l” o r  “O n sa le  o r r e tu r n ."  W h en  
does th e  p ro p e r ty  o r  o w n e rsh ip  in  su c h  
goods p a s s  to  th e  b u y e r?  E x p la in  fu lly .
20. W h a t is  th e  o b jec t o f p a s s in g  b a n k ­
ru p tc y  law s?
(a )  A t th e  f ir s t  m e e tin g  o f  c re d ito rs  in  
th e  b a n k ru p tc y  o f H a m ilto n , a ll  o f  th e  
c re d ito rs  w h o  h a d  p ro v ed  th e i r  c la im s  
v o ted  fo r  Jo h n s o n  a s  t ru s te e .  T o  th is  
th e  b a n k ru p t,  H a m ilto n , o b jec ted , on the 
g ro u n d  th a t  J o h n s o n  w a s  n o t  c o m p e ten t, 
a n d  fu r th e rm o re ,  b e in g  h is  p e rso n a l 
en em y , w o u ld  act m a lic io u s ly  to w a rd  
him. The referee thereupon disapproved
of Jo h n s o n  a n d  a p p o in te d  a n o th e r  t r u s ­
tee . C an  a  m o tio n  be  m ad e  to  s e t  a s id e  
th is  a p p o in tm e n t?  On w h a t  g ro u n d s?  
E x p la in  fu l ly .
ACCOUNTING, THEORY AND  
PRACTICE— PA R T  II
N ovem ber 11th , 1925
1.00 P . M ., to 6.00 P . M.
W o rk  o u t a ll th e  fo llo w in g  P ro b lem s  
an d  Q u estion s:
1. In taking the annual inventories of 
a large plant, you find quite a large 
amount of m aterials on hand that have 
already been charged out to operating 
expenses during the year. Would you 
inventory such m aterials, and if so, how 
would you handle the amounts in  the ac­
counts when you get to the point of ad­
justing your book figures to your inven­
tories?
If you would not inventory such ma­
terials, give your reason for same.
2. Bonds of a corporation having fa l­
len in market price, the corporation buys 
$80,000 par value of its  own bonds at the 
market, 75. The bonds are carried a s a 
liab ility  on the books, of course, at par. 
To w hat would you credit the difference 
between the par value and the actual cost 
of the bonds?
3. (a) W hat is  a secret reserve and 
what is  its  purpose?
(b) How are such reserves evidenced  
on the books?
(c) State two or more ways in which  
a secret reserve m ay be carried.
4. (a) How many shares of stock in  a 
National Bank m ust a shareholder own 
in order to qualify as a director?
(b) Must the shares be fully paid for 
by him?
(c) Can he use these shares as col­
lateral for borrowing purposes?
5. W hat is  a plant ledger and w hy is 
it  essential to  accurate accounting for 
tax, cost and financial purposes? Com­
plete discussion required.
6. W hat order is suggested by the Fed­
eral Reserve Board in show ing the vari­
ous classes of assets and liab ilities in  the 
preparation of a  balance sheet? How are 
unsecured b ills and notes payable to be 
classified in accordance w ith the sugges­
tion o f the Reserve Board?
7. You are requested to prepare the 
Income Tax returns for a Connecticut 
Corporation for the year ended December 
31st, 1924. You are not asked to audit 
the accounts but are given the trial 
balance w hich is a s follows, th e  assets 
and liab ilities being grouped here, 
as you are only required to present the 
item s making up the net income, and to 
figure the Federal and the State income 
taxes, etc.
A ssets, grouped (ex­
clusive of inven­
tories beginning
and end) ..........$326,745.19
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L ia b ili t ie s  g ro u p ed  .....................  $81,270.67
C a p ita l s to c k  ................................... 100,000.00
S u rp lu s , J a n .  1, 1924 ................... 99,040.20
1923 F e d e ra l  I n ­
com e T a x  ............ 7,248.40
1923 C onn. S ta te  
In co m e T ax  . . . .  1,159.74
1925 C a p ita l S to ck
T a x .........................  194.00
M u n ic ip a l T ax es . .  6,280.70 
M u n ic ip a l T ax es  a s ­
se ssed  on  s t r e e t  
im p ro v e m e n ts  . .  490.63 
T a x  on  a u to m o b ile
p u rc h a se d  ............ 42.00
L ife  in su ra n c e  p re ­
m iu m  on life  of 
officer, th e  cor­
p o ra tio n  b e in g  
th e  b e n e f ic ia ry . . 300.00 
L ife  in su ra n c e  p re ­
m iu m  o n  life  o f 
officer, w h e re  th e  
c o rp o ra t io n  i s  n o t 
th e  b e n e f ic ia ry . . 275.00 
D e p re c ia tio n  o n
p la n t  ..................... 9,475.00
D e p rec ia tio n  o n
good w ill ............ 6,000.00
D e p rec ia tio n  o n
p a te n ts  ................  2,900.00
D o n a tio n s  to  c h a r ­
i ty  .......................... 400.00
B ad  d e b ts  ................  2,876.14
Officers’ s a la r ie s  . .  16,000.00 
O p e ra tin g  e x p en ses  25,976.60 
In v e n to ry , J a n .  1,
1924 .......................  45,800.00
P u rc h a se s  ................  120,000.00
L a b o r  .........................  62,750.90
I n te r e s t  p a id , n o te s
p a y a b le  ................  1,375.00
I n te r e s t  rece iv ed ,
L ib e r ty  B o n d s ............................ 900.00
D iv id en d s  p a id  . . .  6,000.00
D iv id en d s  rece iv ed  .....................  1,950.00
B o n d  in te r e s t  p a id .  1,500.00
2 p e r  c e n t In co m e 
T a x  p a id  a t  
so u rce , s a id  b o n d s 
h a v in g  ta x  fre e  
c o v e n a n t c la u se  . 30.00
In v e n to ry , Dec. 31,
1924   62,370.14
In v e n to ry , c r e d i t
to  m a n u f a c t u r i n g .....................  62,370.14
S a le s  ...................................................  360,658.43
706,189.44 706,189.44 
F i r s t :  C a lcu la te  th e  ta x a b le  n e t  in ­
com e, sh o w in g  i te m s  in  th e  o rd e r  i n  
w h ic h  th e y  a p p e a r  on  th e  ta x  r e tu r n ,  
a s  n e a r ly  a s  you  c an  re m e m b e r.
S econd : S how  th e  d e b its  a n d  c re d its , 
i f  a n y , w h ic h  d o  n o t  e n te r  in to  th e  
d e te rm in a tio n  of n e t  ta x a b le  incom e, 
a n d  th e  n e t  r e s u l t ,  d e b it  o r  c re d it.
T h ird :  C a lcu la te  th e  F e d e ra l  a n d  th e  
S ta te  in co m e  ta x .
F o u r th :  C o n s tru c t a  P ro f it a n d  L oss 
a c c o u n t in  r e g u la r  a c c o u n tin g  fo rm  
a n d  sh o w  w h e re in  th e  n e t  r e s u l t  is  
e q u a l o r  u n e q u a l to  th e  n e t  ta x a b le  in ­
com e. W o u ld  a n y  i te m s  be  sh o w n  a s  
S u rp lu s  i te m s?  I f  so, g iv e  a n  a n a ly s is  
o f f in a l su rp lu s , a n d  a  f in a l t r i a l  b a l­
an ce .
8. A  w h o le sa le  lu m b e r  c o rp o ra tio n  in  
th e  re g u la r  c o u rse  o f b u s in e ss  ta k e s  
second  m o rtg a g e s  fro m  i ts  c u s to m e rs  in  
s e t tle m e n t o f t h e i r  o pen  a cc o u n ts . I t  
h a n d le s  th e s e  m o rtg a g e s  in  one o r  tw o
ways. I f  the mortgage is  for a sm all 
amount it  holds the mortgage until it  is  
paid off and then releases it. If for a 
large amount it assigns the mortgage 
to its  bank as collateral for a loan evi­
denced by its  own note payable. A s­
sume that all land records are properly 
taken care of. It happens occasionally 
also that a mortgagor w ill fail to pay 
principal installm ents or interest w hen  
due, in  which cases the lumber company 
forecloses, takes the property subject to  
the first mortgage, and releases the 
second mortgagor (in  th is case Wm. 
Jones) entirely. In such cases the prop­
erty is  set up on the books in  the Real 
Estate account at the amount due on the 
second mortgage as reflected by the  
ledger account, p lus cost of foreclosure, 
title  fees, etc. It holds the property until 
it  can be sold at a favorable figure.
You are auditing the corporation’s ac­
counts for the calendar year 1924. In 
exam ining the mortgage receivable ac­
counts, you find the follow ing facts as 
to two different mortgages:
Second mortgage A from John Smith  
100 X  Street (Property subject to first 
m ortgage of $ 4 ,0 0 0 ).
Second mortgage payable $10.00 per 
w eek. In terest at 7 per cent. Principal 
readjusted every six  months as to com­
putation of interest charges.
D e b it
1923
June 29 To Accounts R eceiv­
able .......................... $817.50
$817.50
1924
Jan. 1 Balance ........................ $528.89
Dec. 31 Balance down ...........  21.03
$549.92
C red it
1923
W eekly credits on 
principal of $10.00 
each to June 29 . .  $260.00 
Dec. 29 Interest payment for
first 6 m onths . . .  28.61 
Dec. 31 Balance down .........  528.89
$817.50
1924
W eekly credits on 
principal to June 29 $260.00 
June 29 Interest to June 29 . .  19.51 
W eekly credits on 
principal to Dec. 29 . 260.00 
Dec. 29 Interest to Dec. 29 10.41
$549.92
1925
Jan. 1 Balance ........................ 21.03
Second Mortgage B from Wm. Jones 
200 Y Street (Property subject to first 
mortgage of $20,000).
Second Mortgage payable $40 per 
week, interest at 7 per cent, principal 
readjusted every six  m onths as to com­
putation of interest charges.
1924 D e b it
J a n .  1. T o a cc o u n ts  rece iv a b le  $12,015.90 
A p r. 2. T o  cash  p a id  b a n k  on  
p r in c ip a l  o f $9,000
n o te  ................................. 520.00
T o  d isc o u n t o n  n ew
n o te  of $8,480............ 127.20
J u ly  2. T o  c a sh  p a id  b a n k  on 
p r in c ip a l  o f $8,480
n o te  ................................  700.00
T o d isc o u n t on  n ew  
n o te  o f $7,780 .........  116.70
13,479.80
J u ly  2. B a la n ce  ............................  $3,154.25
A ug. 7. T o  fo re c lo su re  ex p en ­
se s  a n d  a t to rn e y ’s
fees ................................. 214.50
T o t i t le  s e a r c h ..............  15.00
3,383.75
1924 C red it
J a n .  1. B y  p ro ceed s  o f lo an  
fro m  b a n k . M o rtg ag e  
a ss ig n e d  a s  s e c u ri ty  
fo r  o u r  n o te  p a y ab le  
of $9,000 fo r  3 
m o n th s , w e to  p ay  
off a m o u n ts  rece iv ed  
fro m  Jo n e s  to  re d u ce  
o u r  n o te  e v e ry  th re e  
m o n th s  a n d  re n e w  
fo r  b a la n ce  u n t i l
p a id  ..............................  $8,865.00
J a n . 8. B y  c a sh  fro m  Jo n e s  . .  40.00 
J a n .  15 to  A p r. 2, 12 w eek ly  
p a y m e n ts  o f $40.00
each  ..............................  480.00
A p r. 9 to  J u ly  2 b y  13 w eek ly
p a y m e n ts  o f $40 each  520.00 
J u ly  2. B y  6 m o n th s ’ in te r e s t
fro m  Jo n e s  ................  420.55
10,325.55
B a la n ce  .......................... 3,154.25
13,479.80
A ug. 7. B y r e a l  e s ta te  ............ $3,383.75
3,383.75
R E A L  E S T A T E  ACCOUNT 
200 Y S tre e t  
S u b je c t to  f irs t  m o rtg a g e  o f $20,000
1924 D e b it
A ug. 7. To m o r tg a g e s  re ce iv ­
a b le  ................................  $3,383.75
Dec. 31. T o in te r e s t  on  2d 
m o r tg a g e  of $7,780 
h e ld  b y  b a n k  ............ 223.40
3,607.15
1925....................................................... = = = = =  
J a n . 1. B a lan ce  .......................... $3,047.15
1924 C redit 
A ug. 7 to  Dec. 31, r e n ts  r e ­
ceived   560.00
Dec. 31. B a lan ce  .............................  3,047.15
3,607.15
In  th e  case  o f th e  Jo n e s  m o rtg a g e  o f 
$12,015.90, Jo n e s  fe ll dow n on p a y m e n ts  
a n d  th e  p ro p e rty  w a s  ta k e n  over b y  th e  
c o rp o ra tio n , th e  f irs t  m o rtg a g e  o f $20,000 
w as a ssu m ed , a n d  a  second  m o rtg a g e  w as 
g iv en  th e  b a n k  to  re p la ce  th e  n o te  p a y ­
ab le  d isc o u n te d  w h ic h  h a d  b een  o r ig in ­
a lly  secu red  b y  a ss ig n m e n t of Jo n e s ’ sec­
o n d  m o rtg ag e .
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(a )  W h a t c r it ic ism s , i f  a n y , w o u ld  yo u  
m ak e  a s  to  th e  p ro c e d u re  fo llow ed  in  
e ac h  o f th e  above  cases?
(b ) T h e  a c c o u n ts  o f th is  co rp o ra tio n , 
o rg a n iz e d  in  1 9 2 2 , h a v e  n e v e r  b e e n  ex ­
a m in e d  by  th e  T re a s u ry  D e p a r tm e n t. I f  
th e  c o rp o ra tio n  d e s ire d  a  ce rtif ied  b a l­
a n ce  sh e e t, w h a t  co m m e n ts  o r  q u a lifica ­
tio n s , i f  a n y , w o u ld  y o u  m a k e  i f  you  
sh o w ed  th e  r e a l  e s ta te  a t  th e  le d g e r  b a l­
an ce?
(c) W o u ld  y o u  c o n s id e r  a n y  a d ju s tin g  
e n tr ie s  n e ce ssa ry , a n d  i f  so , d r a f t  th e m  
m a k in g  a  s e p a ra te  s e t  o f  e n tr ie s  fo r  each  
m o rtg a g e .
E d i to r s ’ N o te — T h e  E d i to r s  o f  th is  
m a g a z in e  w e lco m e  a n y  f r a n k  e x p re s ­
s io n  o f  o p in io n  b y  i t s  m e m b e rs  a n d  
r e a d e r s  o n  a l l  q u e s t io n s  p e r t i n e n t  to  
th e  p ro fe s s io n .
I t  i s  n e e d le s s  to  s a y  t h a t  t h e  p u b l i ­
c a t io n  o f  th e s e  l e t t e r s  i s  n o t  a n  a p ­
p ro v a l  o r  o th e rw is e  o f  th e  v iew s  ex ­
p re s s e d  th e r e in .
T H E  E D IT O R S .
A D V E R T IS IN G  B Y  A C C O U N T A N T S 
W o rc e s te r ,  M ass ., F e b . 2 3 , 1 9 2 6 . 
M r. W ilb u r  L . H a r r is o n ,  E d i to r ,  T h e  
C e rtif ie d  P u b l ic  A c c o u n ta n t,  W o o d ­
w a rd  B u ild in g , W a s h in g to n ,  D . C.
D e a r  M r. H a r r is o n :
M r. F r a n k  W . M a in , in  h is  e d i to r ia l  
o n  A d v e r t is in g  b y  A c c o u n ta n ts ,  h a s  s e t  
f o r th  s o u n d  r e a s o n s  a n d  h a s  p o in te d  o u t  
m u c h  g o o d  w h ic h  m ig h t  co m e  f ro m  
p r o p e r  a d v e r t is in g  b y  a c c o u n ta n ts ,  a n d  
h a s  c o m b a t te d  a l l  a r g u m e n ts  w h ic h  
h a v e  e v e r  b e e n  p r e s e n te d  a g a in s t  th e  
p ra c t ic e .
T h e  c r i t ic is m  o f  M r. A r th u r  T . C h a se , 
d i r e c te d  a g a in s t  th e  e d i to r ia l  b y  M r. 
F r a n k  W . M a in , n o t  o n ly  la c k e d  a n y  
s e m b la n c e  o f  lo g ic  o r  r e a s o n in g ,  b u t  
s e e m e d  h a r d ly  w o r th y  o f  p u b l ic a tio n , 
e x c e p t  f o r  t h e  p u rp o s e  o f  p ro v in g  t h a t  
M r. M a in  m u s t  b e  r ig h t .
C e r ta in ly  t h e r e  is  n o th in g  i n t r i n ­
s ic a l ly  w ro n g  w i th  a d v e r t is in g  n o r  a n y ­
th in g  in h e r e n t ly  b a d  in  s u c h  b u s in e s s e s  
a s  do  a d v e r t is e ,  w h e th e r  th e  a d v e r t is ­
in g  b e  in  th e  fo rm  o f  n e w s p a p e r  sp a c e  
o r  sp a c e  in  o th e r  p e r io d ic a ls ,  o r  w h e th e r  
i t  b e  in  a  c i ty  d i r e c to r y  o r  te le p h o n e  
d ir e c to ry ,  w h e th e r  t h a t  sp a c e  b e  c o n ­
f in ed  to  th e  u s e  o f  b o ld  fa c e  ty p e , o r  
th e  c la s s if ic a t io n  o f  t h e  a c c o u n ta n t ’s 
n a m e  u n d e r  v a r io u s  h e a d in g s  u s e d  b y  
d ir e c to r y  c o m p a n ie s , o r  w h e th e r  th e  a d ­
v e r t i s in g  b e  in  th e  n a tu r e  o f  p u b lic i ty  
g a in e d  a s  a  r e s u l t  o f  a d d r e s s in g  a n  
a u d ie n c e  o r  in  w r i t in g  a n  a r t i c le  f o r  a  
n e w s p a p e r  o r  m a g a z in e , o r  w h e th e r  i t  
b e  in  th e  fo rm  o f  a s s o c ia t in g  w i th  p ro s ­
p e c tiv e  c u s to m e rs  o r  c l ie n ts  a t  g o lf  
c lu b s , o r  w h e th e r  i t  b e  t h r o u g h  th e  u se
(d ) Show  a ll  a cc o u n ts  in v o lv ed  in  
sk e le to n  fo rm  a s  th e y  sh o u ld  a p p e a r , i f  
th e y  a re  n o t  c o r re c t  a s  sh o w n .
(e ) D id  th e  c o rp o ra tio n  o v e rp ay  o r  
u n d e rp a y  i t s  in co m e  ta x e s  fo r  1924, a s ­
su m in g  $10,000 n e t  in co m e fro m  lu m b e r  
sa le s  w h ic h  w a s  re p o rte d  a n d  on  w h ic h  
a n  in co m e t a x  o f $1,000 w a s  p a id ?
(f)  A ssu m in g  t h a t  th e  Jo n e s  p ro p e rty  
w as so ld  on  D ecem b er 31, 1924, fo r  $10,-
000 c ash , th e  p u rc h a s e r  to  a ssu m e  th e  
f ir s t  m o rtg a g e  a n d  a lso  th e  second  m o r t­
g ag e  h e ld  b y  th e  b a n k , w h a t  w o u ld  be  th e  
p ro f it o r  lo ss  o f th e  sa le ?
o f  s t a t io n e r y  w h ic h  is  a t t r a c t iv e  a n d  
d ig n if ie d , b u t  d e s ig n e d  to  m a k e  a n  im ­
p re s s io n  o n  th o s e  w h o  see  i t ,  o r  w h e th e r  
i t  b e  in  o n e  o f  a  h u n d r e d  o th e r  fo rm s .
I f  th e  A m e r ic a n  I n s t i tu t e  o f  A c c o u n t­
a n ts  o r  so m e  in d iv id u a l  o r  g ro u p  o f  in ­
d iv id u a ls  sh o u ld  o b je c t  to  a d v e r t is in g  
o n  th e  g ro u n d  t h a t  a c c o u n ta n ts  c a n  n o t  
b e  t r u s t e d  to  a d v e r t is e  in  a  f a i r  a n d  
d ig n if ie d  m a n n e r  a n d  t h a t  b e c a u se  o f  
t h e i r  in a b i l i ty  a n d  ig n o r a n c e  a lo n g  
th e s e  l in e s  th e y  s h o u ld  n o t  a t t e m p t  i t ,  
th e n  to  w h a te v e r  e x te n t  t h e i r  r e a s o n ­
in g  is  c o r re c t ,  t h e i r  c o n te n t io n  sh o u ld  
b e  u p h e ld .  B u t,  to  s a y  t h a t  “ b e c a u se  
i t  is  u n e th ic a l  f o r  la w y e rs ,  p h y s ic ia n s  
a n d  s u rg e o n s  to  a d v e r t is e ,  th e r e f o r e ,  
p u b lic  a c c o u n ta n ts  s h o u ld  n o t  a d v e r ­
t i s e ”  i s  a  w e a k , s e n se le s s  s t a te m e n t  to  
m a k e .
I n c id e n ta l ly  t h is  f irm  d o e s  n o  d ir e c t  
a d v e r t is in g  ( c ir c u la r iz in g ,  d i r e c to r y  
s p a c e  o r  n e w s p a p e r  c o p y ) b e c a u se  w e  
fe e l  t h a t  w e  c a n  d o  a s  m u c h  b u s in e s s  
a s  w e  c a re  to  h a n d le  w i th o u t  d o in g  so .
Y o u  m a y  p u b l is h  th is  l e t t e r  i f  y o u  
w ish  to  d o  so .
V e ry  t r u ly  y o u rs ,
A U D IT  C O M PA N Y  O F  N E W  
E N G L A N D ,
B y JO S . F .  D IL L M A N .
F e b r u a r y  10 , 1 9 2 6 . 
M r. F r a n k  W ilb u r  M ain ,
T h e  C e r tif ie d  P u b l ic  A c c o u n ta n t,  
W o o d w a rd  B u ild in g ,
W a s h in g to n ,  D . C.
D e a r  S ir :
I  n o tic e d  w ith  a  g r e a t  d e a l  o f  i n t e r ­
e s t  y o u r  a t t i tu d e  to w a r d  a d v e r t is in g  a s  
e x p re s s e d  in  th e  J a n u a r y  is s u e  o f  T h e  
C e rtif ie d  P u b l ic  A c c o u n ta n t .  I  h a v e  
a lso  j u s t  r e a d  th e  r e p ly  o f  A r th u r  T . 
C h a se .
A s M r. C h a se  a n d  o th e r  m e m b e rs  o f  
th e  A m e r ic a n  I n s t i tu t e  u n d o u b te d ly  
k n o w , t h e r e  a r e  C e rtif ie d  P u b l ic  A c­
c o u n ta n ts  s ta y in g  o u t  o f  th e  I n s t i tu t e  
b e c a u se  o f  i t s  a t t i t u d e  to w a r d  a d v e r t is ­
in g , a s  w e ll  a s  a c c o u n ta n ts  r e fu s in g  
m e m b e rs h ip  i n  t h e  S o c ie ty  b e c a u se  of 
i t s  a t t i tu d e .
I  h a v e  n e v e r  b e e n  a b le  in  m y  o w n  
m in d  to  a r r iv e  a t  a n y  r e a s o n  o r  r e a ­
so n s  w h y  a n  a c c o u n ta n t  s h o u ld  n o t  r e ­
s o r t  to  d ig n if ie d  a d v e r t is in g  in  f u r t h e r ­
in g  h is  b u s in e s s  o r  p ro fe s s io n . I  h a v e  
f o r  so m e  t im e  h a d  a n  o p in io n  ( a n  u n ­
f a i r  o n e , p e r h a p s )  t h a t  t h e  a c c o u n t­
a n t s  w h o  m o s t  s t r e n u o u s ly  o p p o se  a d ­
v e r t i s i n g  a r e  th o s e  w h o  a r e  a n d  h a v e  
b e e n  f o r  so m e  t im e  w e ll e s ta b l is h e d  a n d  
a r e  w id e ly  k n o w n — m e n  w h o se  p r o f e s ­
s io n  w a s  b u i l t  u p  in  d a y s  w h e n  c o m ­
p e t i t io n  w a s  n o t  so  k e e n  a s  n o w — m e n  
w h o se  b u s in e s s  su f fe rs  a t  l e a s t  to  a  
s m a ll  e x te n t  f ro m  th e  a d v e r t is in g  d o n e  
b y  so m e  o f  th e  y o u n g e r  g e n e r a t io n  o f  
a c c o u n ta n ts .
I  c a n  n o t  s p e a k  fo r  th e  E a s t ,  b u t  I  
do  k n o w  t h a t  i n  th e  M id d le  W e s t  th e r e  
is  a  c o n s id e ra b le  la c k  o f  k n o w le d g e  a s  
to  th e  s e rv ic e s  w h ic h  a n  a c c o u n ta n t  is  
p r e p a r e d  to  r e n d e r .  I  b e lie v e  t h a t  
n o th in g  c o u ld  do  m o re  to w a r d  re m e d y ­
in g  th is  c o n d it io n  th a n  p r o p e r  a n d  co n ­
s i s t e n t  a d v e r t is in g .
Y o u rs  v e ry  t r u ly ,
C A L V IN  B . R E M IN G T O N ,
21 2  N o r th  E le v e n th  S tr e e t ,
L in c o ln , N e b r .
M r. W ilb u r  L . H a r r is o n ,  E d i to r ,
T h e  C e r tif ie d  P u b l ic  A c c o u n ta n t,  
W a s h in g to n ,  D . C.
D e a r  M r. H a r r is o n :
H a v e  j u s t  r e a d  th e  c o m m e n t o f  M r. 
A r th u r  T . C h a se , C. P .  A ., o f  B o s to n  
in  y o u r  l a s t  is s u e  o f  T h e  C e rtif ie d  P u b ­
lic  A c c o u n ta n t,  t a k in g  is s u e  w i th  M r. 
F r a n k  W ilb u r  M a in  o n  h is  e d i to r ia l  in  
a  p re v io u s  is s u e  o f  y o u r  m a g a z in e .
J u s t  a t  p r e s e n t  th e  C e r tif ie d  P u b l ic  
A c c o u n ta n t  is  in  a  q u a n d a r y  to  k n o w  
j u s t  w h a t  h is  s t a tu s  is .  I s  h e  a  p ro ­
fe s s io n a l  m a n , o r  i s  h e  s im p ly  a  b u s i­
n e s s  m a n ?  C a n  th e  o r d in a r y  b o o k ­
k e e p e r  d e m a n d  fe e s  f o r  h is  s e rv ic e s , 
a n d  is  th is  c la s s  o f  a c c o u n ta n t  to  be  
r a te d  i n  t h e  s a m e  c la s s  a s  t h e  m a n  
w h o  h a s  p a s s e d  th e  e x a m in a t io n  o f  th e  
B o a rd  o f  A c c o u n ta n c y  in  th e  s t a te  in  
w h ic h  h e  liv e s  a n d  h a s  b e e n  is s u e d  a  
c e r t if ic a te  a s  a  C e rtif ie d  P u b l ic  A c­
c o u n ta n t?
I f  t h e  U n ifo rm  B ill  to  r e g u la te  th e  
P u b l ic  P r a c t i c e  o f  a c c o u n ta n c y  a s  
p r in te d  a n d  d i s t r ib u te d  by  th e  A m e r­
ic a n  S o c ie ty  o f  C e r tif ie d  P u b l ic  A c­
c o u n ta n ts  is  p a s s e d  b y  th e  m a jo r i ty  o f  
th e  s t a te s  in  th e  U n io n , th e n  w e  a c ­
c o u n ta n ts  w ill  k n o w  o u r  s t a tu s ,  a n d  
w ill  b e  w il l in g  to  b e  b o u n d  b y  a  C o d e  
o f  E th ic s  e q u a l ly  a s  s t r i n g e n t  a s  th e  
C o d e  o f  th e  A m e r ic a n  B a r  A s so c ia t io n .
I n  th e  m e a n w h ile  w e  a c c o u n ta n ts  a r e  
c o n f ro n te d  w i th  a  g ra v e  s i tu a t io n .  
R ig h t  h e r e  in  A t la n ta  t h e r e  h a s  b e e n  
o p e n e d  a n  office o f  w e ll  k n o w n  a c c o u n t­
a n t s  w h o  d e l ib e ra te ly  s e n d  o u t  r e p -  
le s e n ta t iv e s ,  w h o  go  f ro m  d o o r  to  d o o r , 
a n d  s o l ic i t  a u d i t  a c c o u n ts , a s  a  p e d d le r  
so l ic i ts  customers for h is  wares. Are
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th e s e  p e o p le  p ro fe s s io n a l  m e n , b o u n d  
b y  a  C o d e  o f E th ic s ,  o r  a r e  th e y  m e re ly  
b u s in e s s  m e n  e m p lo y in g  o p e r a to r s  to  
go  o u t  a n d  fu lf il l  t h e i r  e n g a g e m e n ts  
fo r  th e  p ro f i t  th e r e  is  in  i t  to  th e m ?  
I  a n s w e r  t h a t  th e y  a r e  n o t  p ro fe s s io n a l  
m e n , y e t  m y  c lie n ts  a r e  s o l ic i te d  a n d  
i f  I  f a i l  to  m e e t  t h e i r  c u t  p r ic e s , I 
lo o se .
W h a t  p ro te c t io n  o r  in d u c e m e n t  h a s  
th e  y o u n g  C e rtif ie d  A c c o u n ta n t  w i th  
l im ite d  m e a n s  g o t  in  c o m p a r is o n  to  
th e  o ld  A c c o u n ta n t,  c lu b  m e m b e r  a n d  
e x c lu s iv e  so c ia l  le a d e r ,  i f  h e  is  
m a n a c le d  w i th  e th ic s  w h e n  h e  s t a r t s  
o u t  to  b u i ld  u p  a  c lie n te le ?
A s a  n e w  m e m b e r  o f  y o u r  S o c ie ty  I 
w a n t  to  se e  a n  e n d  to  p r e s e n t  c o n d i­
t io n s  in  t h e  a c c o u n tin g  fie ld , th is  
h o u s e  to  h o u s e  c a n v a s s  s to p p e d , th e  
s t a tu s  o f  th e  C e r tif ie d  P u b l ic  A c c o u n t­
a n t  th o r o u g h ly  e s ta b l is h e d ,  a n d  a ll  
th o u g h t  o f  a n  i r o n  b o u n d  C o d e  o f 
E th ic s  d o n e  a w a y  w ith ,  le a v in g  th e  
h ig h  m in d e d n e s s  o f  t h e  C. P .  A ., to  
d e c id e  h is  m e th o d s  o f s e c u r in g  c lie n ts , 
a n d  I  fe e l  a s s u r e d  t h a t  n o n e  o f  u s  
w ill  su ffe r .
W A L L A C E  J .  F R A S E R .
A t la n ta ,  G e o rg ia .
M r. W ilb u r  L . H a r r is o n ,  E d i to r ,
T h e  C e rtif ie d  P u b l ic  A c c o u n ta n t,  
W o o d w a rd  B u ild in g ,
W a s h in g to n , D. C.
D e a r  M r. H a r r is o n :
I  n o tic e d  in  th e  N o v e m b e r  is su e  o f  
T h e  C e r tif ie d  P u b l ic  A c c o u n ta n t  a n  a r ­
t ic le  b y  M r. F r a n k  W ilb u r  M a in , o n  
p a g e  1 1 8 , h e a d e d , “ I n t e r m i t t e n t  E m ­
p lo y m e n t o f  J u n io r s .”  I  r e a d  th is  a r t i ­
c le  w i th  a  g r e a t  d e a l  o f  in te r e s t ,  a s  th is  
is  o n e  s u b je c t  t h a t  w e  h a v e  d isc u sse d  
a t  s e v e ra l  o f  o u r  so c ie ty  m e e tin g s ,  a n d  
w a s  t h e  r e s u l t  o f  th e  p r e s id e n t  o f  th e  
so c ie ty  a p p o in t in g  a  P u b l ic  A ffa irs  
C o m m itte e , o f  w h ic h  I  a m  c h a irm a n . 
T h is  is  o n e  o f  th e  s u b je c ts  to  be  c o n ­
s id e re d , e x c e p t t h a t  i t  is  b r o u g h t  u n d e r  
th e  c la s s if ic a t io n  o f  t r y in g  to  s e c u re  
th e  a d o p tio n  o f  fisca l y e a r s  r a th e r  th a n  
c a le n d a r  y e a rs .  T h is  w o u ld  a u to m a t i ­
c a lly  r e l ie v e  th e  n e c e s s i ty  f o r  e m p lo y ­
in g  e x tr a  m e n  d u r in g  th e  f i r s t  th r e e  
m o n th s  o f  t h e  y e a r .
We have made very little progress 
along the line on account of our trying 
to secure the passage of our C. P. A. 
bill, and also on account of discussing 
a change in our constitution and by­
laws. We have completed the draft of 
the constitution and by-laws and the 
society has voted its approval for the 
change and has recommended its adop­
tion a t the next regular monthly meet­
ing, November 28, a t which time I think 
it will be passed.
The feature of this change will be the 
society will meet regular once a year 
and also subject to call, and i t  will be
th e  p a r e n t  o rg a n iz a t io n  a n d  fo r  lo c a l 
m e e tin g s  th e r e  w il l  be  c h a p te r s  o r g a n ­
ize d  in  c it ie s  o r  to w n s  w ith  su ffic ien t 
n u m b e r .  A f te r  th is  w o rk  is  c o m p le te d , I  
e x p e c t to  o u t l in e  a  p la n  w h e re b y  th e  so ­
c ie ty  m e m b e rs  c a n  g e t  r e s u l t s  in  h a v in g  
f irm s  a d o p t  fisca l y e a r s .  I  m ig h t  sa y  
t h a t  o u r  f irm  a lo n e  h a s  h a d  five c lie n ts  
to  c h a n g e  d u r in g  th i s  y e a r  f ro m  a  c a l­
e n d a r  y e a r  to  a  fisca l y e a r .  T h e  c h a n g e  
w a s  re c o m m e n d e d  n o t  p r im a r i ly  to  a c ­
c o m m o d a te  u s , b u t  o n  th e  b a s is  o f  th e  
b e s t  p e r io d  f o r  th e  c lie n t.  I t  w il l  t a k e  
q u i te  a  w h ile  to  m a k e  a n y  a p p re c ia b le  
h e a d w a y  a lo n g  th is  l in e , b u t  i f  a l l  a c ­
c o u n ta n ts  w o u ld  s tu d y  t h e i r  in d iv id u a l  
c lie n ts ,  a n d  w h e re v e r  p o ss ib le  t r y  to  
p e r s u a d e  th e  c l ie n t  to  c h a n g e  to  a  fisca l 
y e a r ,  b a s in g  h is  a r g u m e n t  o n  th e  a d ­
v a n ta g e  to  th e  c lie n t, r e s u l t s  w ill  fo l­
low .
S o m e tim e  ag o  I  m a d e  a  r e c o m m e n d a ­
t io n  to  th e  A m e r ic a n  I n s t i tu t e  t h a t  th e y  
t r y  to  g e t  th e  F e d e r a l  T r a d e  C o m m is­
s io n  a n d  a lso  th e  I n t e r n a l  R e v e n u e  D e­
p a r tm e n t  to  c la s s ify  in  f o u r  m a jo r  
g ro u p s  a l l  b u s in e s se s ,  a n d  to  e n a c t  a  
la w  e s ta b l i s h in g  f o u r  p e r io d s  fo r  th e s e  
m a jo r  g ro u p s  w h ic h  w o u ld  b e  th e  b e s t  
f o r  t h e i r  f i lin g  ta x  r e tu r n s .  I f  th is  c o u ld  
b e  d o n e  i t  w o u ld  a u to m a t ic a l ly  s p re a d  
th e  a c c o u n ta n ts ’ w o rk  o v e r  th e  y e a r .
I f  y o u  h a v e  a n y  s u g g e s t io n s  t h a t  w e 
c o u ld  u se  w ith  o u r  lo c a l so c ie ty , I  w ill 
b e  g la d  to  h e a r  f ro m  y o u .
JA S . L . R E S P E S S .
A t la n ta ,  G e o rg ia .
C o lu m b u s , O hio , 
F e b r u a r y  13 , 1 9 2 6 . 
M r. F r a n k  W ilb u r  M ain , 
c /o  T h e  A m e r ic a n  S o c ie ty  o f  C. P . A ’s., 
W a s h in g to n ,  D . C.
D e a r  M r. M a in :
I  h a v e  p a r t i c u la r ly  n o te d  in  y o u r  
F e b r u a r y  is s u e  th e  e d i to r ia l  o n  A d ­
v e r t i s in g  b y  A c c o u n ta n ts .  I  a m  t a k ­
in g  th is  o p p o r tu n i ty  to  g iv e  y o u  a n  
o p in io n , e n t i r e ly  m y  o w n  b e a r in g  u p o n  
th is  s u b je c t .
I  f irm ly  b e lie v e  t h a t  th e  A c c o u n ta n t  
w h o  a d v e r t is e s ,  w h o  p u ts  d o w n  fa c ts  in  
B la c k  a n d  W h ite  a n d  l e t s  th e  w o r ld  
k n o w  a b o u t  i t ,  m a y  be  te rm e d  a s  f e a r ­
le s s— w h y — b e c a u se  h e  d o e s  n o t  f e a r  
c r it ic ism , b e c a u se  h e  d o e s  n o t  h o ld  b a c k  
a n d  s u lk — w a i t in g  f o r  G e o rg e  to  d o  
i t — a n d  b e c a u se  h e  i s  a t t e m p t in g  to  
im p a r t  to  t h e  w o r ld , i f  y o u  p le a se , 
t h a t  l i t t l e  o r  t h a t  g r e a t  a m o u n t  o f  
k n o w le d g e  o f  w h ic h  h e  i s  th e  p o sse s ­
so r . A d v e r t is in g , t h a t  is  g o o d  e d u ­
c a t io n a l  a n d  in s t r u c t iv e  a d v e r t is in g ,  is  
a n  a d v a n ta g e  a n d  c r e d i t  to  th e  p r o ­
fe s s io n , a n d  i f  a n y th in g — i t  s u r e ly  a d d s  
to  i t s  d ig n ity .  N ow , w h e n  I  s a y  e d u ­
c a t io n a l  a n d  in s t r u c t iv e  a d v e r t is in g ,  I  
d o  n o t  m e a n  s u c h  a d v e r t is in g ,  th e  p u r ­
p o se  o f  w h ic h  is  t h a t  o f  o n ly  p r o c u r ­
ing clients, and yet I  do not mean th a t
i t  ig n o re s  t h a t  p o in t.  A t  th is  m o m e n t, 
I h a v e  in  m in d  a  f irm  o f  a c c o u n ta n ts  
w h o  e v e r  so  o f te n  s e n d  m e  a  p e r i ­
o d ic a l w h ic h  th e y  p u b l is h  a n d  w h ic h  
d e a ls  w i th  o n e  o r  m a n y  d if fe re n t  s u b ­
je c ts  o f  a c c o u n tin g . I  m u s t  s a y  t h a t  
th e s e  p e r io d ic a ls  a r e  in s t r u c t iv e  to  
a c c o u n ta n ts ,  a n d  th e r e f o r e  sh o u ld  b e  in ­
s t r u c t iv e  to  c lie n ts  a n d  th e  p u b lic  in  
g e n e ra l.  I t  is  a b s u r d  a n d  r id ic u lo u s  to  
in t im a te  o r  s a y  t h a t  to  r e a d  s u c h  l i t e r a ­
tu r e  is  a  d is c r e d i t  to  th e  a c c o u n ta n ts  
o r  a  b e l i t t l in g  o f  th e  p ro fe s s io n .
I s n ’t  i t  t r u e  t h a t  a n  a c c o u n ta n t  is  
su p p o s e d  to  b e  a n  a le r t ,  w id e  a w a k e  
b u s in e s s  m a n . T h e n , w h y  b e  a s le e p , 
w h y  n o t  le t  th e  w o r ld  k n o w  t h a t  y o u  
a r e  in  b u s in e s s  a n d  v e ry  m u c h  a liv e . 
W h a t  h a r m  w o u ld  i t  b e  to  th e  p r o fe s ­
s io n  f o r  th e  a c c o u n ta n ts  to  g iv e  o u t  
so m e  g o o d  a d v ic e  to  th e  p u b lic — I 
m ig h t  sa y  so m e  a d v ic e  u p o n  th e  p r e ­
v a il in g  b u s in e s s  c o n d it io n s  o f  th is  
c o u n try .  O f c o u rse  y o u  m ig h t  sa y , a c ­
c o u n ta n ts  c a n n o t  g iv e  s u c h  a d v ic e , b e ­
c a u se  th e y  h a v e n ’t  g o t  i t .  T h e n , I  w ill 
s ay , th e y  m u s t  g e t  i t .  W h a t  h a r m  
w o u ld  i t  b e  to  th e  p ro fe s s io n  fo r  a c ­
c o u n ta n ts  g iv in g  s u c h  a d v ic e  to  th e  
r e ta i l  e n te rp r iz e s ,  a s  f o r  in s ta n c e ,  th e  
r e ta i l  m e th o d  o f  a c c o u n tin g ;  th e  i n ­
s ta l lm e n t  b u s in e s s ,  th e  in s ta l lm e n t  
m e th o d  o f  a c c o u n tin g , e tc .
T h o se  w h o  c r i t ic is e  th e  a c c o u n ta n t  
t h a t  a d v e r t is e s  m u s t  r e m e m b e r  t h a t  
th e  a c c o u n ta n t  t h a t  d o e s  a d v e r t is e  h a s  
th e  w o r ld  a g a in s t  h im , b e c a u e s  i t  is  
m a n y  t im e s  e a s ie r  to  fin d  f a u l t  w i th  
s t a te m e n ts  m a d e  th a n  i t  is  to  in s t r u c t  
h o w  s ta te m e n ts  s h o u ld  be  m a d e .
Y e t, a s  y o u  r e a d  w h a t  I  h a v e  w r i t ­
te n ,  I  a m  p r o b a b ly  d u e  to  re c e iv e  m o re  
o r  le s s  o f  c r it ic ism .
H o w  a r e  a c c o u n ta n ts  to  e d u c a te  th e  
b u s in e s s  w o r ld ?  M an y  w ill  sa y , jo in  
y o u r  C h a m b e r  o f  C o m m e rc e , b u s in e s s  
a n d  so c ia l c lu b s  a n d  so  o n . A n d  y e t—  
h e re ,  l e t  m e  sa y . A ll a c c o u n ta n ts  a r e  
n o t  so  f o r tu n a te ,  so m e  h a v e  b e e n  
p io n e e rs  o f  th e  g a m e  a n d  h a v e  a  
h e a l th y  c lie n te le ,  o th e r s  p o s s ib ly  a re  
m o re  w e a lth y , o th e r s  m o re  in f lu e n tia l ,  
e tc . B u t  th e  y o u n g e r  a c c o u n ta n t  m ay  
a n d  m a y  n o t  h a v e  th e s e  p o in ts  to  h is  
c r e d i t— t h a t  is  te m p o ra r i ly ,  h e  h a s n ’t ,  
a n d  h e  th e r e f o r e  m u s t  c u l t iv a te  th e m ; 
f ir s t ,  h e  m u s t  go  o u t  a n d  b e  a  g o -g e tte r ,  
h e  m u s t  u s e  so m e  g o o d  in s t r u c t iv e  a n d  
e d u c a tio n a l  a d v e r t is in g .
Very truly yours,
W M . A . H A U P T M A N .
A  F o r e g o n e  C o n c lu s io n
S t. P e t e r  ( to  a p p l i c a n t ) — “ W h e re  a re  
y o u  f r o m ? ”
A p p lic a n t— “ C a li f o r n ia .”
S t. P e t e r — “ C om e o n  in , b u t  I  d o n 't  
t h in k  y o u ’l l  l ik e  i t . ” — O re g o n  O ra n g e  
O w l.
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Cash D iscou n ts
T HE practice of offering a dis­count from the sale price of 
a bill of goods to  secure prompt 
payment is so well established 
among American business houses 
th a t it requires no special explana­
tion. The term s “2/10;n/30” are 
so frequently seen on invoices tha t 
they are accepted as a m atter of 
course. However, the accounting 
problems which arise out of the 
offer and taking of cash discounts 
do not seem to be generally under­
stood, and frequently their trea t­
ment leads to erroneous conclu­
sions.
Let us assume the purchase of 
a bill of goods for one hundred 
dollars, subject to a cash discount 
of two per cent if the same is 
paid within ten days. When the 
shipment is received, the usual 
entry is as follows:
P u r c h a s e s  .................................... $1 0 0
A c c o u n ts  p a y a b l e ......................  $ 1 0 0
If the payment is made within 
the stated period and the discount 
taken, the following entry is
made:
A c c o u n ts  p a y a b l e ...................  $ 1 0 0
C a sh  .................................................  98
P u r c h a s e  d is c o u n t  ...................  2
If the payment is made after the 
expiration of time during which 
the discount is offered, and the 
same is lost, the journal entry 
made is:
A c c o u n ts  P a y a b l e ...................  $10 0
C a sh  .................................................. 100
If the  discount was taken, it 
is included in the profit and loss 
statem ent as an earning, or in­
come.
This, generally followed, method 
of treating cash discounts upon the 
books is wrong for several reasons. 
In the first place, where an offered 
cash discount is taken it is not an 
earning, nor income, but a saving. 
A saving has no more a place in 
the profit and loss statem ent than 
a “profit” made on a sale made
B y FR ED ER IC K  JUCHHOFF, Ph. D., 
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by one department to another of 
the same firm. On the other hand, 
if because of lack of capital or 
carelessness, a cash discount of­
fered is lost, this method of trea t­
ment gives no indication of the 
losses which are sustained because 
of such failure. Further, this 
method overstates the actual cost 
purchases. I t is ridiculous to as­
sume th a t any sane business man 
would sell merchandise reasonably 
worth one hundred dollars for 
ninety-eight dollars cash, which is 
what th is method assumes. The 
fact is th a t the vendor sells mer­
chandise worth ninety-eight dol­
lars for cash, but if he has to ex­
tend credit beyond the stated pe­
riod he charges a premium for 
such extended credit. I t  is doubt­
ful w hether the average business 
man knows why he allows two per 
cent ra ther than three per cent, 
or some other rate, for cash—it 
seems ju s t to be customary. An 
analysis of the factors in question, 
however, will disclose th a t there 
are three distinct elements em­
bodied in the rate  offered. F irs t of 
all, there is the element of interest. 
But th a t is by no means the most 
im portant element. Two per cent 
for ten days would be a t about the 
rate  of seventy-two per cent a 
year. I t is doubtful whether very 
many firms need cash so badly th a t 
they are willing to pay seventy- 
two per cent annually. The second 
element is th a t of cost of book­
keeping and recording. This in­
cludes the cost of the bookkeeping 
department devoted to the ac­
counts receivable, mailing state­
ments, etc. Obviously the cost of 
keeping accounts with customers 
is a burden which the cash dealer 
escapes. The third, and perhaps
most im portant element, is th a t 
of credit insurance. This involves 
both the maintenance of a credit 
department, and the risk of loss 
from uncollectible accounts. As a 
general proposition, the intensity 
of this risk increases as the period 
for which credit is given is ex­
tended. W hat really happens, 
then, where a sale is made for one 
hundred dollars on the term s men­
tioned is th a t the vendor sells mer­
chandise for the nominal value of 
ninety-eight dollars and charges 
tw o  dollars to reimburse himself 
for assuming the additional ser­
vice which includes the three ele­
ments mentioned.
A case which came under the 
observation of the w riter some 
time ago illustrates the danger of 
treating cash discounts taken as 
an earning. The activities of this 
company during the first years of 
its existence consisted entirely of 
the sale of its own stock and the 
purchase of a large quantity of 
raw  material a t excessive prices, 
upon which they had been allowed 
a liberal cash discount. The ac­
countant in charge of the books, 
showed this cash discount which 
had been taken as income and car­
ried the same to surplus. Out of 
this “surplus” the directors de­
clared a cash dividend which en­
abled them to sell more stock be­
fore the company finally went out 
of existence without ever having 
engaged in operation. The “ac­
countant” justified his action by 
citing several standard authorities 
on accountancy.
As has been suggested, the usual 
method of trea ting  cash discounts 
has the fu rther weakness of failing 
to show w hat has been lost 
through a failure to take discounts 
offered. I t is ra ther remarkable 
how few business concerns have an 
adequate conception of the neces­
sity of taking advantage of all cash 
discounts offered. This is due 
largely to the fact th a t they are
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not aware of the aggregate sum 
offered during the year, and their 
books fail to give this information. 
Then again, this method enables 
the careless clerk or employee, 
whose duty it  is to pay bills 
promptly, to escape detection 
where the discount is lost because 
of a failure to make payment in 
due time.
The proper method of handling 
the transaction above cited would 
be when the purchase is made:
P u r c h a s e s  .................................... $98
P u r c h a s e  d is c o u n ts  o f f e re d . 2
A c c o u n ts  p a y a b l e ......................  100
When the discount is taken by 
payment of the bill, it would be 
entered:
A c c o u n ts  P a y a b l e ...................  $ 1 0 0
C a sh  .................................................  98
P u rc h a s e  d is c o u n ts  o f f e r e d . . 2
On the other hand, if the pay­
ment is not made in time to secure 
the discount, it  would be:
A c c o u n ts  P a y a b l e ...................  $ 1 0 0
C a sh  .................................................  100
This leaves the item of Purchase 
Discount Offered of $2 on the 
books as a loss which has been suf­
fered, and those who are respon­
sible for the same can be called to 
account.
Some accountants, who recog­
nize th a t i t  is not proper to include 
the cost of credit accomodation in 
the purchase price make the fol­
lowing entry when the purchase is 
made:
P u r c h a s e s  .................................... $98
A c c o u n ts  p a y a b l e ................  98
If the payment is not made in 
time to secure the discount they 
show the payment and loss of dis­
count by the following en try :
A c c o u n ts  p a y a b l e ...................  98
P u r c h a s e  d is c o u n ts  lo s t  . . . .  2 
C a sh  .................................................  100
Although this method does show 
the discounts which are lost and 
thus, makes possible stopping this 
less, it  unstates the liabilities. 
Under the term s stated the liabil­
ity  is for one hundred dollars and 
not for ninety-eight, subject how­
ever of being discharged by the 
payment of a smaller sum under 
the prescribed conditions.
b r ie f  n e w  s to ry  in  a  r e c e n t  is su e  of 
th e  N ew  Y o rk  C o m m e rc ia l to ld  o f  
th e  p a y m e n t  o f  a  1 .54  p e r  c e n t q u a r te r ly  
d iv id e n d  to  s to c k h o ld e r s  o f a  c e r ta in  
c h em ica l c o m p a n y — th e  f i r s t  d iv id e n d  
d e c la re d  in  five y e a rs .  T h is  i te m  
b ro u g h t  to  m in d  th e  s ta te m e n t  m ad e  
b y  a  s p e a k e r  b e fo re  th e  N o v e m b e r  1 7 th  
c o n v e n tio n  o f  th e  I l l in o is  M a n u fa c tu r ­
e r s ’ C o st A s so c ia tio n . T h is  s ta te m e n t  
w e q u o te :
“ F ro m  a  m o ra l , f in a n c ia l  a n d  so u n d  
b u s in e s s  s t a n d p o in t  s to c k h o ld e rs  a re  
j u s t  a s  m u c h  e n t i t le d  to  re a s o n a b le  r e ­
t u r n s  in  th e  s h a p e  o f  d iv id e n d s  a s  th e  
b o n d h o ld e rs  a r e  e n t i t le d  to  th e i r  r e ­
tu r n s  in  th e  s h a p e  o f  in te r e s t .  T h e  
m a n a g e m e n t  o f  e v e ry  b u s in e s s  a n d  in ­
d u s t r ia l  o rg a n iz a t io n  a s s u m e s  a  s e r io u s  
r e s p o n s ib i l i ty  w h e n  i t  a c c e p ts  s to c k ­
h o ld e r s ’ m o n ey . I t  sh o u ld  e x p ec t to  
m e e t  t h a t  r e s p o n s ib i l i ty  a t  a l l  t im e s .”
T h is  s ta te m e n t  s h o u ld  b e  g iv e n  d eep  
c o n s id e ra tio n  b y  e v e ry  e x e c u tiv e  o f o r ­
g a n iz a t io n s  in c o rp o ra te d  f o r  p ro fit.  
T h e re  is  g r e a t  n e e d  in  th e  in d u s t r ia l  
w o rld  to d a y  to  t r e a t  p ro f i t  a s  a n  o b li­
g a tio n . In  th e  p a s t  p ro f it  h a s  to o  o f te n  
b e e n  c o n s id e re d  a  d e s i r a b i l i ty  r a th e r  
th a n  a  n e c e ss ity , w ith  th e  r e s u l t  t h a t  
o v e r  70 p e r  c e n t  o f  a l l  m a n u f a c tu r e r s  in  
th e  U n ite d  S ta te s  m a k e  le s s  th a n  
$ 5 ,0 0 0  a  y e a r  in  n e t  p ro f i ts , a n d  le s s  
th a n  12 p e r  c e n t  o f  a l l  l is te d  in d u s t r ia l  
s to c k s  a r e  s e l l in g  ab o v e  p a r i ty .
I t  is  a n  a s to n is h in g  b u t  i r r e f u ta b le  
f a c t  t h a t  th e  g r e a t  m a jo r i ty  o f  m a n u ­
f a c tu r e r s  do  n o t  k n o w  h o w  to  a c c u r ­
a te ly  f ig u re  c o s ts . I n  s h o r t ,  th e y  do  n o t  
k n o w  h o w  to  k e e p  b o o k s . T h a t  is  n o t  
a n  id le  s ta te m e n t  m a d e  b e c a u se  o f  a n  
in te r r u p te d  b r e a k f a s t  o r  a n  o v e r ­
c ro w d e d  su b w ay . I t  is  a  s ta te m e n t  t h a t  
is  c o n s ta n t ly  b e in g  m a d e  ( a n d  p ro v e d )  
b y  le a d in g  e c o n o m is ts  a n d  o rg a n iz a ­
t io n s  o f  c e r t if ie d  p u b lic  a c c o u n ta n ts .  
T h is , in  th e  o p in io n  o f  m e n  w h o  k n o w , 
is  th e  b a s ic  r e a s o n  w h y  so m a n y  m a n u ­
f a c tu r in g  c o n c e rn s  c o n tin u e  y e a r  a f te r  
y e a r  w i th o u t  a p p a r e n t  g ro w th , o r  a re  
a fflic ted  w ith  u n h e a l th y  f in a n c ia l  co n ­
d itio n s . A n d  s in c e  u n s o u n d  c a lc u la ­
t io n s  o r  d i s to r t io n  o f  f a c ts  le a d s  to  im ­
p ro p e r  p ro f i t  fix in g , th e  p re s s u re  o f  
c o m p e tit io n  in v a r ia b ly  re d u c e s  m a rg in s  
to  “ p a p e r  p ro f i ts ” — g o o d  to  lo o k  a t ,  b u t  
u n s u b s ta n t ia l  to  r e ly  u p o n .
O ne o f  t h e  p r in c ip a l  c a u s e s  fo r  d e ­
p re s se d  m a n u f a c tu r in g  p ro f its , a s id e  
f ro m  th e  in a b i l i ty  to  e s ta b l is h  a n d  
m a in ta in  a c c u r a te  c o s t  sy s te m s , is  th e  
u n iv e rs a l  h a b i t  o f  c a lc u la tin g  p r ic e s  o n  
th e  b a s is  o f  m a x im u m  v o lu m e  o f  p ro ­
d u c tio n . A n o th e r  u n d e r ly in g  c a u s e  fo r  
th e  a b se n ce  o f  p ro f i ts  is  th e  d e s ire  to  
g e t  b u s in e ss  “ to  k e e p  th e  p la n t  g o in g
a n d  th e  fo rc e  to g e th e r .”
W h e n  s ta n d a r d s  o f  q u a l i ty  a r e  m a in ­
ta in e d  i t  i s  e a s y  to  g e t  b u s in e ss  v ia  th e  
p r ic e  a rg u m e n t .  B u t  b u s in e s s  se c u re d  
o n  s u c h  a  b a s is  is  p o o r  b u s in e s s  a n d  
w o rk s  to  th e  d e t r im e n t  o f  th e  a c c e p t­
in g  firm  in  m o re  w a y s  th a n  th e  m e re  
a b s o rp t io n  o f  p ro fits . L a c k  o f  p ro f its  
m e a n s  p o o r  p la n t  a n d  m a c h in e ry  m a in ­
te n a n c e , in su ff ic ie n t re p la c e m e n t ,  in ­
a d e q u a te  s a la r ie s  t h a t  r e s u l t  e i th e r  in  
h ig h  tu r n o v e r  o r  in effic ien cy , a n d  in  
r a p id  d e p re c ia t io n  o f  a l l  p h y s ic a l  p ro p ­
e r ty .  L o w  p r ic e s  a r e  u n f a i r  to  e v e ry  
q u a r te r — th e  c o m p e tin g  firm , th e  c o n ­
s u m e r  (b e c a u s e  h e  le a rn s  to  ex p ec t 
m o re  th a n  is  ju s t i f ie d ) ,  th e  p la n t ,  th e  
p e rs o n n e l,  a n d  th e  s to c k h o ld e rs .  N o t 
in f r e q u e n tly  is  th e  p r o d u c t  a ffe c te d .
N o t o n ly  s h o u ld  a l l  m a n u f a c tu r e r s  
m a in ta in  a  c o m p e te n t  c o s t  a c c o u n ta n t ,  
b u t  s h o u ld  p e r io d ic a l ly  c a l l  in  a n  o u t ­
s id e  a c c o u n tin g  f irm  f o r  o c c a s io n a l 
c h ec k -u p . T h is  w ill  a f fo rd  th e  “ o u t­
s id e r ’s  v ie w p o in t ,”  s e rv e  to  c h ec k  u p  o n  
e x is tin g  c o s t  sy s te m s  a n d  d e te rm in e  th e  
a d v is a b i l i ty  o f  c h a n g e s . C o m p e te n t 
c o s t  a c c o u n ta n ts  c a n  p ro p o r t io n  p r ic e s  
to  p e rc e n ta g e  o f  e x is t in g  p ro d u c tio n  
c a p a c ity . S in ce  th e  l a t t e r  f lu c tu a te s  
w i th  g e n e ra l  b u s in e s s  t r e n d s  a n d  in d i­
v id u a l  p l a n t  s ta tu s ,  t h e  n e e d  fo r  c o n ­
s t a n t  c o s t  a c c o u n tin g  p ra c t ic e  is  a p ­
p a re n t .
B e c a u se  th r e e  m a n u f a c tu r e r s  sa id  
th e y  h a d  a b a n d o n e d  t h e i r  c o s t  sy s te m s  
s im p ly  b e c a u se  th e y  fo u n d  i t  im p o s s ib le  
to  s e ll  a t  th e  p r ic e s  t h e i r  s y s te m s  in d i ­
c a te d  a s  b e in g  n e c e ssa ry , w e  c o r re ­
sp o n d e d  w i th  o r  p e r s o n a l ly  in te rv ie w e d  
s e v e n ty -e ig h t  m a n u f a c tu r e r s  r e a c h in g  
f o u r te e n  d if fe re n t  f ie ld s . O f th is  n u m ­
b e r  o n ly  th i r t e e n  h e ld  th e  p ro f i t  id e a l  
su ff ic ie n tly  h ig h  to  im p e l th e m  to  t u r n  
a w a y  b u s in e s s  o n  w h ic h  n o  p ro f it  co u ld  
b e  re a l iz e d . B y  f a r  th e  g r e a te r  m a ­
jo r i ty  o f  th e m  s a id  t h a t  th e y  w e re  a f te r  
th e  b u s in e s s  r e g a rd le s s  o f  co s t, a n d  t h a t  
i f  th e  b u s in e s s  in c u r r e d  lo sse s  th e s e  
w o u ld  be  m a d e  u p  o n  a n o th e r  o rd e r .  
I n  o u r  o p in io n  th is  is  th e  c h ie f  r e a s o n  
w h y  m a n u f a c tu r in g  is  so  u n iv e rs a l ly  
c o n s id e re d  h a z a rd o u s  f ro m  th e  in v e s t ­
m e n t  s ta n d p o in t .
M a n u fa c tu r in g  s h o u ld  be  m o re  p ro fi­
ta b le  th a n  i t  c o m m o n ly  is . P ro f i ts  
m e a n  p ro g re s s . W ith o u t  th e  fo rm e r  
th e  l a t t e r  c a n  n o t  o b ta in . T h e  p ro f i t­
a b le  c o n c e rn  is  th e  o n e  t h a t  is  e x p a n d ­
in g . I t  is  th e  o n e  t h a t  is  re p la c in g  o ld  
b u i ld in g s  w ith  n e w  —  o b so le te  m a ­
c h in e ry  a n d  m e th o d s  w ith  m o re  effici­
e n t, u p - to -d a te  e q u ip m e n t.  I t  is  th e  
o n e  t h a t  is  c h a ra c te r iz e d  b y  a d e q u a te  
s a la r ie s ,  n o t  lo w  w ag es .
T h e  d e g re e  o f  p ro g re s s  m a d e  b y  a n
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i n d u s t r y  a s  a  w h o le  is  e x a c tly  c o m p a r ­
a b le  to  th e  p e rc e n ta g e  o f  i t s  m e m b e rs  
w h o  fu l ly  u n d e r s ta n d  a n d  a p p ly  so u n d  
p ric e -f ix in g  p o lic ie s . P r ic e  a g re e m e n ts  
b e tw e e n  v a r io u s  f irm s  o r  w i th  co m ­
p e t i to r s  a r e  e n t i r e ly  u n n e c e s s a ry .  C o n ­
t in u e d  a n d  p ro f i ta b le  b u s in e s s  f o r  a n y  
g ro u p  o f  m a n u f a c tu r e r s  c o m p r is in g  a  
g iv e n  in d u s t r y  is  n o t  d e p e n d e n t  u p o n  
p r ic e  a g re e m e n ts .  A ll t h a t  is  n e c e s s a ry  
is  f o r  th e  m a jo r i ty  o f  th e  m e m b e rs  o f 
s u c h  a n  in d u s t r y  to  e x e rc is e  so u n d ,
A  c e r tif ie d  p u b lic  a c c o u n ta n t  is  o n e  
w h o  is  e n g a g e d  in  t h e  p u b lic  p r a c ­
t ic e  o f  a c c o u n ta n c y , h o ld in g  h im s e lf  
o u t  to  th e  p u b lic  a s  a  q u a lif ie d  p r a c t i ­
t io n e r  o f  a c c o u n ta n c y , a n d  o ffe r in g  fo r  
c o m p e n s a tio n  a n d  p e r fo r m in g  o n  b e h a lf  
o f  c lie n ts  a  s e rv ic e  t h a t  r e q u ir e s  a u d i t  
o r  v e r if ic a t io n  o f  f in a n c ia l  t r a n s a c t io n s  
o r  a c c o u n tin g  r e c o r d s ;  th e  p re p a r a t io n ,  
v e r if ic a t io n  a n d  c e r t if ic a t io n  o f  f in a n ­
c ia l, a c c o u n tin g  a n d  r e la te d  s ta te m e n ts  
f o r  p u b l ic a t io n  o r  c r e d i t  p u rp o s e s ;  o r  
w h o  th u s  h o ld in g  h im s e lf  o u t  r e n d e r s  
p ro fe s s io n a l  a s s is ta n c e  in  a n y  o r  a ll  
m a t te r s  o f  p r in c ip le  o r  d e ta i l  r e la t in g  
to  a c c o u n tin g  p ro c e d u re  o r  th e  r e c o r d ­
in g , p r e s e n ta t io n  o r  c e r t if ic a t io n  of 
f in a n c ia l  fa c ts .  H e  s h o u ld  h a v e  a  t h o r ­
o u g h  k n o w le d g e  o f  e co n o m ics  a n d  a  
f a m i l ia r i ty  w i th  c o m m e rc ia l  la w  a n d  
b o th  F e d e r a l  a n d  s t a te  in c o m e  ta x  law s  
a n d  r e g u la t io n s .  T h e  e d u c a tio n a l  a u ­
th o r i t i e s  o r  so m e  o th e r  c o m p e te n t  b o d y  
o f a  s t a t e ’s g o v e rn m e n t  h a s  c e r tif ie d  
to  th e s e  q u a lif ic a tio n s  a n d  g r a n te d  a 
c e r t if ic a te  to  th e  o n e  so  q u a lify in g .
In M atters o f  Credit.
O v er 90 p e r  c e n t  o f  b u s in e s s  is  c o n ­
d u c te d  o n  c r e d i t— m u tu a l  co n fid en ce . 
I f  c o n fid e n ce  w e re  s h a t te r e d  so  t h a t  
c r e d i t  w o u ld  n o t  b e  g r a n te d ,  m o s t b u s i­
n e s s  t r a n s a c t io n s  w o u ld  c ea se , u n le s s  
t r a n s a c te d  o n  a  c a s h  b a s is . T h is  w o u ld  
be  a n  im p o s s ib il i ty .  C re d it  o r  co nfi­
d e n c e  is  o n e  o f  th e  m o s t  e s s e n t ia l  e le ­
m e n ts  in  b u s in e s s .  H o w  c a n  co n fid en ce  
b e  b e s t  e s ta b l is h e d  so  t h a t  c r e d i t  is  
g r a n te d ?  B y  s u b m i t t in g  to  th e  c re d ­
i to r  a  b a la n c e  s h e e t  c e r t if ie d  to  b y  c e r ­
tif ie d  p u b lic  a c c o u n ta n ts .  C re d itm e n  
o f  b a n k in g , m e r c a n t i le  a n d  m a n u f a c tu r ­
in g  in s t i tu t io n s  w h e n  th e y  a r e  so l ic i te d  
to  b e co m e  c r e d i to r s  o r  to  g r a n t  m o re  
c re d i t ,  e i th e r  b y  d is c o u n tin g  n o te s ,  
g r a n t in g  lo a n s  o r  s e l l in g  m e rc h a n d is e ,  
a r e  in te r e s te d  in  k n o w in g  th e  a m o u n t  
o f  th e  p ro s p e c tiv e  d e b to r ’s c a p i ta l  in ­
v e s te d  in  b u s in e s s  a n d  o f  w h a t  th e  d i f ­
f e r e n t  e le m e n ts  c o m p o s in g  th is  c a p i ta l
e th ic a l  m e th o d s  w ith  r e g a r d  to  p r ic e s  
a n d  p ro f i ts ,  th e n  a d h e r e  to  th e m  u n ­
w a v e r in g ly . O ld  M an  B a n k r u p tc y  w ill 
t a k e  c a re  o f  th e  m in o r i ty .
G ood  b u s in e s s  d o e s  n o t  a lw a y s  m e a n  
p ro f its ,  b u t  p ro f i ts  a lw a y s  m e a n  goo d  
b u s in e s s . A d h e re n c e  to  s o u n d  p ro f it  
p r in c ip le s  w ill  n o t  o n ly  e l im in a te  th e  
in v e s tm e n t  h a z a r d  f ro m  m a n u f a c tu r in g  
a n d  c o n tr ib u te  to  i t s  p ro g re s s  a n d  ex ­
p a n s io n , b u t  w ill  r e a c t  to  th e  g o o d  
h e a l th  o f  th e  e n t i r e  co m p a n y .
c o n s is t .  T h e y  a r e  a lso  a n x io u s  to  k n o w  
th e  t o ta l  a m o u n t  o f  c u r r e n t  a s s e ts  a n d  
o f  w h a t  th e y  c o n s is t ;  c u r r e n t  a n d  o th e r  
l ia b i li t ie s ,  o f  w h a t  th e y  c o n s is t  a n d  h o w  
s e c u re d . T h e y  a r e  a lso  in te r e s te d  in  
th e  a m o u n t  o f  r e s e rv e s ,  i f  a n y , a n d  th e  
p u rp o s e  t h e r e f o r .  T h e y  a r e  a lso  c o n ­
c e rn e d  in  th e  so -c a lle d  tu r n o v e r  o f  th e  
b u s in e s s  i. e ., th e  a m o u n t  o f  y e a r ly  
s a le s  a n d  w h a t  t h e i r  p r o p o r t io n  is  to  
th e  c a p i ta l ;  f u r th e r ,  th e  a m o u n t  o f  co st 
o f  g o o d s  so ld , s e l l in g  e x p e n se s , g e n e ra l  
a n d  a d m in is t r a t iv e  e x p e n se s  a s  w e ll  a s  
a ll  o th e r  in c o m e  a n d  o u tg o  a n d  th e  
a m o u n t  c a r r ie d  to  s u r p lu s  o r  p a r tn e r s ’ 
a c c o u n ts .  T h e y  p r e f e r  th is  in f o r m a t io n  
c o v e r in g  a  n u m b e r  o f y e a r s  so  t h a t  
p ro g re s s  o r  r e tr o g r e s s io n  c a n  b e  n o te d .
T h e  in f o r m a t io n  r e q u ir e d  b y  c r e d i t ­
m e n  is  s e t  u p  b y  th e  c e r tif ie d  p u b lic  
a c c o u n ta n t  in  a  r e p o r t  in  a  sc ie n tif ic  
m a n n e r ,  a n d , a s  i t  i s  c o m p iled  b y  th o s e  
in d e p e n d e n t  o f  a n d  d is a s s o c ia te d  w ith  
th e  d e b to r ,  i t  in s p i r e s  m o re  co n fid en ce  
w ith  th e  c r e d i to r  th a n  i f  i t  w e re  co m ­
p ile d  b y  th e  d e b to r ’s o w n  e m p lo y e es .
I f  a  p ro s p e ro u s  a n d  g ro w in g  b u s in e s s  
n e e d s  a d d i t io n a l  c a p i ta l ,  o r  i f  a  b u s i­
n e s s  d e s i r e s  to  b u y  a n o th e r  b u s in e s s  
o r  s e v e ra l  b u s in e s s e s  a n d  re f in a n c in g  
is  d e s i r a b le  o r  n e c e s sa ry , a n  a u d i t  o r  i n ­
v e s t ig a t io n  b y  c e r t if ie d  p u b lic  a c c o u n t­
a n ts  i s  a lm o s t  a s  in d is p e n s a b le  a s  th e  
b a n k e r  o r  in v e s to r  to  a  la r g e  e x te n t  
d e p e n d s  u p o n  s u c h  a u d i t  o r  in v e s t ig a ­
t io n  a s  to  th e  d e s i r a b i l i ty  o f  m a k in g  th e  
i n v e s tm e n t  a n d  a lso  f o r  th e  n e c e s s a ry  
d e ta i l  to  w o rk  o u t  th e  c a p i ta l iz a t io n  
a n d  c la s s e s  o f  s e c u r i t ie s  to  b e  is su e d .
Qualified for W ork.
N o o n e  is  b e t t e r  q u a lif ie d  th a n  th e  
c e r t if ie d  p u b lic  a c c o u n ta n t  to  b e  r e ­
ta in e d  a n d  c o n s u l te d  a s  to  th e  f i r s t  
n e c e s s a ry  s te p  in  m a t te r s  o f  th is  k in d . 
T h is  is  p a r t i c u la r ly  so  if  t h e  f irm  o f 
c e r t if ie d  p u b lic  a c c o u n ta n ts  h a s  h a d  a  
lo n g  a n d  v a r ie d  e x p e r ie n c e  in  f in a n c ia l  
m a t te r s ,  w h ic h  s h o u ld  g iv e  th e m  a  la r g e  
a c q u a in ta n c e  a m o n g  f in a n c ia l  i n s t i t u ­
t io n s  to  w h o m  th e y  c o u ld  re c o m m e n d , 
i f  th e  f a c ts  sh o u ld  w a r r a n t  so  d o in g , 
t h e  in v e s tm e n t  o f  a d d i t io n a l  c a p i ta l  o r  
th e  r e c a p i ta l iz a t io n  a n d  r e f in a n c in g  o f 
th e  c o n s o lid a t io n  o f  s e v e ra l  b u s in e s se s .
A ccounting and Cost System s.
O n a c c o u n t  o f  b a d  o r  in a c c u r a te  a c ­
c o u n tin g  sy s te m s  m a n y  c o n c e rn s  do  n o t  
p ro s p e r  a n d  f in a lly  d ie  o f  d ry  r o t  o r  
go  in to  b a n k ru p tc y .  W h e n  a  c o n c e rn  
h a s  a  b a d  o r  in a c c u r a te  a c c o u n tin g  sy s ­
te m  i t  u s u a l ly  t a k e s  a  c o n s id e ra b le  
t im e , so m e tim e s  m o n th s  to  a r r iv e  a t  a n  
a c c u r a te  b a la n c e  s h e e t  a n d  s ta te m e n t  
o f  in c o m e  a n d  p ro f i t  a n d  lo ss . S o m e­
t im e s  f in a n c ia l  o r  o th e r  b u s in e s s  c o n ­
d i tio n s  c h a n g e  so  r a p id ly  t h a t  a f t e r  th e  
in f o r m a t io n  is  g a in e d  i t  is  p r a c t ic a l ly  
o b so le te  o r  u se le s s .
A c c o u n ts  sh o u ld  b e  a r r a n g e d  a n d  so 
k e p t  in  a n y  b u s in e s s  c o n c e rn  t h a t  a 
b a la n c e  s h e e t  a n d  s ta te m e n t  o f  in co m e  
a n d  p ro f i t  a n d  lo ss  c o u ld  b e  t a k e n  f ro m  
th e  g e n e r a l  le d g e r  a t  th e  e n d  o f  a n y  
p e r io d , in  le s s  th a n  tw e n ty - fo u r  h o u r s .
D oes y o u r  g e n e r a l  le d g e r  a t  a l l  t im e s  
t e l l  y o u , a m o n g  o th e r  th in g s ,  th e  fo l­
lo w in g :
T h e  a m o u n t  o f  y o u r  p a s t  a n d  p re s e n t  
in v e n to ry ?
T h e  a m o u n t  o f  y o u r  b a n k  b a la n c e s ?
T h e  a m o u n t  o f  y o u r  a c c o u n ts  r e c e iv ­
a b le ?
T h e  a m o u n t  o f  y o u r  a c c o u n ts  p a y ­
a b le ?
T h e  a m o u n t  o f  n o te s  p a y a b le  a n d  
n o te s  re c e iv a b le ?
T h e  a m o u n t  o f  w o rk  in  p ro c e s s  w h ic h  
is  g o in g  th r o u g h  y o u r  f a c to ry ?
T h e  a m o u n t  o f s e l l in g  e x p e n se s?
T h e  a m o u n t  o f  g e n e ra l  a n d  a d m in is ­
t r a t i v e  e x p en ses , e tc ., e tc .?
I f  i t  d o e s  n o t ,  y o u  h a v e  n o t  a  p r a c ­
t ic a l  a n d  u p - to -d a te  f in a n c ia l,  a c c o u n t­
in g  s y s te m ; n e i th e r  h a v e  y o u  a  r e a l  
c o s t s y s te m  a n d  c e r tif ie d  p u b lic  a c c o u n t­
a n ts  s h o u ld  b e  r e ta in e d  im m e d ia te ly  to  
i n s ta l l  th e m .
M atters o f B usiness M anagem ent.
O n a c c o u n t  o f  th e  c e r t if ie d  p u b lic  a c ­
c o u n ta n t s ’ q u a lif ic a tio n s ,  th e  lo n g  ex ­
p e r ie n c e  t h a t  so m e  o f  th e m  h a v e  h a d  
in  a l l  c la s s e s  o f  b u s in e s s — fin a n c ia l ,  
m a n u f a c tu r in g ,  m e rc a n t i le ,  e tc .— a n d  
t h e i r  f a m i l ia r i ty  w i th  c o m m e rc ia l  la w  
a n d  th e  la w  g o v e rn in g  e s ta te s ,  th e y  a re  
c o m p e te n t  to  m a n a g e  e s ta te s  a n d  d i f ­
f e r e n t  l in e s  o f  b u s in e ss . I f  c o n su lte d ,  
th e y  a r e  a lso  c o m p e te n t  to  a p p ro v e  o r  
d is a p p ro v e  o f  d if fe re n t  l in e s  o f  s e c u r i ­
t ie s  in  w h ic h  th e i r  c lie n ts  f ro m  t im e  to  
t im e  m a y  h a v e  a  d e s i r e  to  in v e s t.
In  M atters o f T axation.
T h e  ta x  im p o s e d  b y  a l l  o f  th e  F e d ­
e r a l  R e v e n u e  a c t s  f ro m  1 9 0 9  to  1 9 2 4 , 
is  u p o n  n e t  in c o m e . T h e  n e t  in co m e  
m u s t  b e  d e te rm in e d  in  a c c o rd a n c e  w ith  
th e  m e th o d  o f a c c o u n tin g  a d o p te d  in  
k e e p in g  t h e  f in a n c ia l  r e c o r d s  o f  e a c h  
ta x p a y e r .  P ro v is io n  i s  m a d e  u n d e r  a l l
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1 2 0 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T April,
o f  t h e  F e d e r a l  R e v e n u e  a c ts  f o r  d e ­
te r m in in g  n e t  in co m e , e i t h e r  o n  a  c a sh  
b a s is  o r  o n  a n  a c c r u a l  b a s is . T h e  l a t ­
t e r  is  t h e  o n e  t h a t  is  m o s t  g e n e ra l ly  
u se d , a n d  i f  t h i s  m e th o d  i s  u se d , ex ­
t r a o r d in a r y  p re c a u t io n  sh o u ld  b e  t a k e n  
in  v a lu in g  in v e n to r ie s ,  f ig u r in g  d e p re ­
c ia t io n  a n d  a c c ru in g  e x p e n se s  in c u r r e d .
T h e  c e r t if ie d  p u b lic  a c c o u n ta n t ,  f ro m  
y e a r s  o f  e x p e r ie n c e  a n d  t r a in in g ,  i s  b e t ­
t e r  q u a lif ie d  to  p r e p a r e  t h i s  in f o r m a t io n  
a c c o rd in g  to  a c c o u n tin g  p r in c ip le s  f ro m  
th e  f in a n c ia l  r e c o rd s  o f  th e  ta x p a y e r  
t h a n  a n y o n e  e ls e .
U n d e r  t h e  r e g u la t io n s ,  t h e  C o m m is­
s io n e r  o f  I n t e r n a l  R e v e n u e  h a s  p o w e r  
to  c o m p e l ta x p a y e r s  to  k e e p  p e r m a n e n t  
b o o k s  o f  a c c o u n t,  so  t h a t  i t  w ill  b e  p o s­
s ib le  to  v e r ify  th e  r e tu r n s  f iled  b y  su c h  
ta x p a p e r s .  I f  th e s e  r e c o rd s  a r e  a u d i te d  
a n d  th e  F e d e r a l  in c o m e  ta x  r e tu r n s  p r e ­
p a r e d  b y  c e r t if ie d  p u b lic  a c c o u n ta n ts ,  
w h o  a r e  f a m i l ia r  w i th  th e  r e v e n u e  a c ts  
a n d  r e g u la t io n s  a s  p re s c r ib e d  b y  th e  
c o m m iss io n e r , th e  v e r if ic a t io n s  o f  th e  
r e tu r n s  e i th e r  in  th e  fie ld  o r  in  W a s h ­
in g to n ,  D . C ., c a n  b e  c o m p le te d  w i th o u t  
a n y  d e la y  o r  t r o u b le  e i th e r  to  th e  G ov­
e r n m e n t  o r  t h e  ta x p a y e r .
T h e  U n ite d  S ta te s  B o a rd  o f  T a x  A p ­
p e a ls  w a s  c re a te d  b y  th e  R e v e n u e  A c t 
o f  1 9 2 4 . T h e  B o a rd  o f  T a x  A p p e a ls , o n  
b e h a l f  o f  th e  F e d e r a l  G o v e rn m e n t, in  
i t s  r u l e  r e la t i n g  to  p e rm is s io n  to  p r a c ­
tic e , re c o g n iz e d  f o r  th e  f i r s t  t im e  th e  
c a l l in g  o f  a c c o u n tin g  a s  a  p ro fe s s io n . 
I t s  r u le  p ro v id e s  t h a t  c e r t if ie d  p u b lic  
a c c o u n ta n ts  d u ly  q u a lif ie d  u n d e r  th e  
la w  o f  a n y  s t a te  o r  t e r r i t o r y  o r  th e  
D is t r ic t  o f  C o lu m b ia , m a y  b e  a d m i t te d  
to  p ra c t ic e .  T h is  i s  a n  in d ic a t io n  t h a t  
th e  t a x  la w s  a r e  b a se d  o n  a c c o u n tin g  
p r in c ip le s .  W ith  re a s o n ,  i t  m ig h t  be  
s a id  t h a t  th e  d if f e re n t  F e d e r a l  R e v e n u e  
A c ts  a r e  n o t  la w s  b u t  r a t h e r  a c c o u n t­
in g  r e g u la t io n s ,  s e t t in g  f o r th  w h a t  d e ­
d u c tio n s  f ro m  in c o m e  w il l  b e  a llo w e d  
a n d  w h a t  d e d u c t io n s  w ill  n o t  b e  a llo w e d  
in  a r r iv in g  a t  n e t  in c o m e , t h e  a m o u n t  
w h ic h  is  ta x e d . H e n c e  i t  is  m o re  o f  a n  
a c c o u n tin g  m a t t e r  t h a n  i t  is  a  le g a l  
m a t te r .
In  M atters of Defalcations.
P r o p e r ty  is  in s u r e d  a g a in s t  f ire , n o t  
b e c a u se  i t  is  e x p e c te d  t h a t  i t  w il l  be  
d e s t ro y e d  in  t h a t  w ay , b u t  a s  a n  a s ­
s u r a n c e  t h a t  th e  o w n e r  w ill  re c e iv e  
c o m p e n s a tio n  i f  i t  s h o u ld  b e  so  d e ­
s tro y e d . T h e  fe e  p a id  to  c e r t if ie d  p u b ­
lic  a c c o u n ta n ts  c o u ld  c o n s is te n t ly  be  
p la c e d  in  th e  s a m e  c a te g o ry  a s  p r e ­
m iu m s  p a id  f o r  f ire  in s u r a n c e  b e c a u se  
th e  e m p lo y m e n t o f  c e r t if ie d  p u b lic  a c ­
c o u n ta n ts  a s  a u d i to r s  in  b u s in e s s  is  a n  
in s u r a n c e — n o t  t h a t  th e y  a r e  e x p e c te d  
to  o c c u r  —  a g a in s t  d e fa lc a t io n s  a n d  
e r r o r s  o f  o m is s io n  o r  c o m m iss io n  by  
e m p lo y e e s  a s  w e ll  a s  b y  th e  o w n e rs .
W h a t  is  th e  t o ta l  a m o u n t  o f  d e f a lc a ­
t io n s  e a c h  y e a r ?  N o o n  k n o w s . T h e
n e w s p a p e rs  p u b l is h  a c c o u n ts  o f  a  la rg e  
n u m b e r ,  so m e tim e s  s t a t i n g  th e  a m o u n t.  
T h e  c e r t if ie d  p u b lic  a c c o u n ta n t ,  w h e re  
th e  e m p lo y e r  h a s  b e co m e  s u s p ic io u s  
a n d  re ta in e d , h im , h a s  u n e a r th e d  a  
g r e a t  m a n y  m o re , b u t  r a r e ly  d o  th e  
c irc u m s ta n c e s  s u r r o u n d in g  th e s e  b e ­
co m e  p u b lic , u n le s s  m a d e  so  b y  th e  
c lie n t,  a s  th e  c e r t if ie d  p u b lic  a c c o u n t­
a n t ’s in v e s t ig a t io n  o f  t h e  a f fa i r s  o f  h is  
c lie n t  is  c o n f id e n tia l.  T h e  b o n d in g  
c o m p a n ie s  k n o w  o f  m a n y  m o re , th e  d e ­
ta i l s  o f  w h ic h  a r e  u s u a l ly  u n p u b lis h e d . 
I n  a d d it io n  to  a l l  th e s e  th e r e  e x is t, u n ­
k n o w n  to  th e  e m p lo y e s , m a n y  d e fa lc a ­
t io n s  b y  t r u s t e d  e m p lo y e s . T r u s te d  e m ­
p lo y e s  d e f a u l t  m o re  o f te n  th a n  u n ­
t r u s t e d  e m p lo y e s . I f  i t  w e re  p o ss ib le  
to  s t a te  th e  g r a n d  to ta l  o f  a l l  i t  w o u ld  
p ro b a b ly  a m o u n t  to  s e v e ra l  m il l io n s  o f  
d o l la r s  a n n u a l ly .
A s a  r u le  e m p lo y e s  w h o se  b o o k s  a re  
u n d e r  p e r io d ic a l  a u d i t  b y  c e r t if ie d  p u b ­
lic  a c c o u n ta n ts  do  n o t  d e f a u l t  a n d  a re  
m o re  c a r e f u l  in  t h e i r  w o rk ;  h e n c e  m a k e  
le s s  e r ro r s .
T h e  t i t l e  c e r t if ie d  p u b lic  a c c o u n ta n t  
in s u r e s  th e  b u s in e s s  w o r ld  t h a t  th e  
h o ld e r  th e r e o f  p o sse s se s  th e  c h a r a c te r ,  
t r a in in g  a n d  e x p e r ie n c e  w h ic h  q u a lify  
h im  to  r e n d e r  th e s e  v a r io u s  se rv ice s . 
I f  p u b lic  a c c o u n ta n t  c e r t if ic a te s  h a v e  
b e e n  is s u e d  u n d e r  a d e q u a te  s t a te  law s  
th e y  f u r n i s h  th e  s a m e  p ro te c t io n  f ro m  
th e  im p o s te r  a s  th e  la w s  g o v e rn in g  
law , m e d ic in e , d e n t i s t r y  a n d  o th e r  p r o ­
fe ss io n s .
THE ACCOUNTANT AS 
ARBITRATOR
[E d ito r ia l in  D ecem b er 31, 1925, is s u e  o f  
A c c o u n tin g  C om m erce & In su ran ce, O f­
fic ia l O rgan o f  th e  In su ra n ce  O fficers’ 
G uild  o f  N ew  Z ea lan d .]
T h a t  th e  a c c o u n ta n t  —  a n d  m o re  
e s p e c ia lly  th e  p u b lic  a c c o u n ta n t— h a s  
q u a lif ic a tio n s  w h ic h  e m in e n tly  f it h im  
fo r  th e  p o s i t io n  o f  a r b i t r a t o r  in  a n y  
m e rc a n t i le  d is p u te  w il l  b e  r e a d i ly  a d ­
m it te d .  H is  t r a in in g  a n d  e x p e r ie n c e  
s h o u ld  h a v e  g iv e n  h im  th e  a b i l i ty  to  
w e ig h  e v id e n c e , a n d  to  a r r iv e  a t  a  d e ­
c is io n  w i th o u t  u n d u e  d e la y , w h ile  h is  
k n o w le d g e  o f  c o m m e rc ia l  m e th o d s  w ill 
b e  fo u n d  o f  g r e a t  se rv ic e  to  h im  in  
c o m in g  to  th e  t r u t h  o f  th e  m a t te r .  A s 
a  g e n e ra l  th in g ,  to o , i t  w ill  b e  fo u n d  
t h a t  a c c o u n ta n ts ,  o w in g  to  t h e i r  a n a ly ­
t ic a l  m e th o d s  o f  th in k in g ,  a r e ,  a s  a  
w h o le , s o u n d  in  ju d g m e n t .  T h e y  a r e  
n o t  l ik e ly  to  e r r ,  a s  m a y  be  s a id  o f o u r  
le g a l  f r ie n d s ,  b y  d e p e n d in g  to o  g r e a t ly  
o n  t h e  s t r i c t  r u le s  o f  e v id e n c e , b u t  w ill 
s tu d y  th e  s p i r i t  e q u a l ly  a s  m u c h  a s  th e  
l e t t e r  o f  th e  c o n tr a c t .
I t  is  q u i te  a  u s u a l  p r a c t ic e  f o r  co m ­
p a n ie s  —  p a r t i c u la r ly  p r iv a te  c o m ­
p a n ie s — to  e m b o d y  in  t h e i r  a r t ic le s  p r o ­
v is io n s  a p p o in t in g  th e  a u d i to r  o f  th e  
c o m p a n y  th e  a r b i t r a t o r  in  a n y  d is p u te
w h ic h  m a y  a r is e  a s  to  t h e  v a lu e  o f  th e  
s h a r e s  o f  th e  c o m p a n y . T h is  p ro c e e d ­
in g  h a s  m u c h  to  c o m m e n d  i t .  A t  t im e s , 
h o w e v e r , th e  a c c o u n ta n t  m a y  b e  p la c e d  
in  a n  e x tr e m e ly  in v id io u s  p o s itio n , a n d  
th e  g r e a t e r  h is  s e n s e  o f r e s p o n s ib i l i ty  
in  m a k in g  h is  a w a r d  a s  a r b i t r a t o r ,  th e  
m o re  d iff ic u lt d o e s  t h is  p o s i t io n  b eco m e  
in  r e la t io n  to  h is  o w n  c lie n ts .
T o  m a k e  th is  p o s i t io n  c le a r ,  w e  w ill  
s t a te  a  c a se  w h ic h  h a s  r e c e n t ly  co m e 
b e fo re  o u r  n o tic e , w h e re  th e  p ro p r ie to r  
o f  a  o n e -m a n  c o m p a n y  in s e r te d ,  w i th ­
o u t  th e  k n o w le d g e  o f  th e  a u d i to r  o f  th e  
c o m p a n y , a  c la u se  in  a n  a g r e e m e n t  w i th  
o n e  o f  th e  c o m p a n y ’s e m p lo y e e s  w h e re ­
by  th e  a u d i to r  w a s  a p p o in te d  a r b i t r a t o r  
in  c a se  o f  a n y  d is p u te  a r is in g  b e tw e e n  
t h e  c o m p a n y  a n d  th e  p a r t i c u la r  officer 
in  q u e s t io n .
I t  w a s  n o t  u n t i l  a  d is p u te  h a d  a c tu ­
a lly  a r is e n  t h a t  th e  a u d i to r  d isc o v e re d  
th e  p o s i t io n  in to  w h ic h  h e  h a d  b e e n  
t h r u s t .  H e  a t t e m p te d  to  e x tr ic a te  h im ­
se lf ,  b u t  h a d  i t  th e n  p u t  to  h im  t h a t  
i f  h e  w i th d r a w  i t  w o u ld  b e  c o n s tru e d  
b o th  b y  th e  c o m p a n y  a n d  b y  th e  e m ­
p lo y ee  in to  a n  a d m is s io n  o f  w e a k n e ss . 
H e  w a s  th u s  fo rc e d  to  c a r r y  o n  w ith  
th e  m a t te r ,  a n d  in  d u e  c o u rse  h e a r d  
th e  d is p u te  a n d  m a d e  h is  a w a rd — in  
f a v o r  o f  th e  e m p lo y e e , w i th  co s ts .
S o o n  a f te r w a r d s  th e  m a n a g in g  d ir e c ­
t o r  o f  th e  c o m p a n y , w h o  h e ld  p r a c t ic a l ly  
a l l  th e  s h a re s ,  to o k  i t  u p o n  h im s e lf  to  
u se  la n g u a g e  to  th e  a u d i to r  im p u t in g  a  
w a n t  o f  ju s t ic e  o n  h is  p a r t .  N a tu r a l ly  
th e  a r b i t r a t o r  c o u ld  n o t  a llo w  th is  to  
p a s s  u n n o t ic e d — a n d  in  c o n se q u e n c e  
t h a t  p a r t i c u l a r  a c c o u n ta n t  n o w  cea se s  
to  be  th e  a u d i to r  o f  th e  c o m p a n y .
I n  o u r  o p in io n  th is  p o s i t io n  sh o u ld  
n e v e r  h a v e  b e e n  a llo w e d  to  a r is e — fo r  
i t  is  m a n i f e s t ly  u n s o u n d  t h a t  a n y  m a n  
be  e x p e c te d  to  ju d g e  f a i r ly  a s  b e tw e e n  
h is  o w n  c l ie n t  a n d  a n o th e r ,  w i th o u t  
g ra v e  r i s k  to  h im s e lf .
W h e re  tw o  a r b i t r a t o r s  a n d  a n  u m ­
p ire  a r e  a p p o in te d , t h is  o b je c t io n  d o es  
n o t  a p p ly ;  b u t  w h e re  a n  a c c o u n ta n t  is 
e m p lo y e d  b y  e i th e r  o f  th e  p a r t i e s  to  a  
d is p u te ,  h e  s h o u ld  n o t  b e  a s k e d  to  a s ­
s u m e  th e  fu n c tio n  o f  so le  a r b i t r a to r .
P A R T N E R S H I P  A F F I L I A T I O N  
S O U G H T  —  C e r tif ie d  P u b l ic  A c- 
A c c o u n ta n t  o f  tw o  s ta te s ,  m e m ­
b e r  o f  S o c ie ty , d e s i re s  to  n e g o tia te  
w i th  C . P . A. w i th  v ie w  to  p a r tn e r ­
sh ip  a f f i l ia tio n . P r e f e r  O h io  —  
C le v e la n d , A k ro n , C a n to n , o r  
Y o u n g s to w n  e sp e c ia lly . E ig h t  
y e a r s  a c c o u n tin g , a u d i t in g ,  a n d  ta x  
e x p e r ie n c e , five a s  C. P .  A . C an  
s a t is f y  in te r e s te d  p a r ty  o n  e v e ry  
p o in t  a s  to  in d u s t r y ,  r e l ia b i l i ty ,  
c h a r a c te r ,  p e r s o n a l i ty  a n d  a g r e e ­
a b le n e s s .  M a r r ie d ;  C h r is t ia n  
g e n tle m a n .  B o x  1 3 1 , T H E  C E R ­
T I F I E D  P U B L IC  A C C O U N T A N T.
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MASSACHUSETTS SOCIETY DISCUSSES AN­
NUAL REPORTS TO COMMISSIONER OF 
CORPORATIONS
R eported by CHARLES F . RITTENHOUSE, C. P . A ., Secretary o f th e  M assa­
ch usetts S ociety  of Certified P u b lic  A ccountants, Inc.
The February meeting of the 
M assachusetts Society of Certified 
Public Accountants, Inc., held on 
the 23rd, was given over to a dis­
cussion of the report of a special 
committee appointed by President 
Fitch consisting of Homer N. 
Sweet, J. E. Masters, and James 
Willing, chairman, to make a study 
of the M assachusetts Certificate of 
Condition and the  responsibility 
thereto of the Certified Public Ac­
countant.
The Massachusetts statu tes pro­
vide th a t every corporation en­
gaged in business within the Com­
monwealth, whether foreign or do­
mestic, m ust file annually w ith the 
Commissioner of Corporations a 
report of condition which shall be 
signed and sworn to by its  presi­
dent, treasurer, and a  m ajority of 
its directors.
Among other things, the statu te  
requires a statem ent of the assets 
and liabilities of the corporation as 
of the end of its last fiscal year, to 
be made in substantially the fol­
lowing form :
A s se ts .
R e a l  E s t a t e .................................................
M a c h in e ry  .................................................
M e rc h a n d ise  ( m a n u f a c tu r e s ,  m e r ­
c h a n d ise ,  m a te r ia l  a n d  s to c k  in
p ro c e s s )  ...........  ....................................
F u r n i t u r e  a n d  f ix tu re s  ...................
C a sh  a n d  d e b ts  r e c e i v a b l e ..............
S to c k s  a n d  s e c u r i t ie s  .........................
P a t e n t  r i g h t s  .........................................
T r a d e  m a r k s  ............................................
G ood  w i l l ....................................................
P ro f i t  a n d  lo ss  .......................................
T o ta l  ...............................................
L ia b i l i t ie s .
C a p ita l  s to c k  ( in c lu d e  o n ly  s h a re s
h a v in g  p a r  v a lu e )  ............................
A c c o u n ts  p a y a b le  .................................
F u n d e d  in d e b te d n e s s  .........................
F lo a t in g  in d e b te d n e s s  ......................
R e s e rv e  .......................................................
S u r p lu s  .......................................................
P r o f i t  a n d  l o s s .........................................
T o ta l  ...............................................
In the  case of corporations with
an outstanding capital stock of 
$100,000 or more, the sta tu te  fu r­
ther requires the election a t the 
annual meeting of an auditor, who, 
upon making an examination of the 
company’s condition, is required 
to sign and take affidavit th a t the 
“certificate represents the true con­
dition of the affairs of said cor­
poration as disclosed by its books 
a t the time of making such audit.”
The auditing committee is un­
der no restriction in the selection 
of an auditor except th a t “no book­
keeper or officer of the corpora­
tion” shall be appointed.
Because of the fact th a t anyone 
may qualify as an auditor except a 
bookkeeper or an officer of the com­
pany, because of the wording of 
the certificate “as disclosed by its 
books,” and fu rth er because the 
auditor’s responsibility thereunder 
has never been passed upon by the 
courts, the commissioner of cor­
porations, corporation officials, and 
some accountants have become 
ra th e r indifferent regarding the 
extent of the audit, the importance 
attaching thereto, or the respon­
sibility which the auditor is ex­
pected to  assume.
This special committee was 
therefore appointed to study the 
whole situation w ith a  view to 
bringing in recommendations which 
would tend to standardize the prac­
tice of the members of the Society 
relating thereto.
The following recommendations 
contained in the committee’s re­
port were discussed by the mem­
bers present and unanimously 
adopted:
1. As a  prerequisite to the cer­
tification of a report of condition, 
the auditor, or staff members un­
der his supervision, shall have 
made a  balance sheet audit of the 
corporation’s accounts as of the 
date a t  the  end of the fiscal year 
and shall have verified the accu­
racy of the items numbered 1 to 6, 
inclusive, in Section 47 of Chapter 
156.
2. T hat p art of the Federal Re­
serve Bulletin of April, 1917, on 
“Approved Methods for the Prepa­
ration of Balance Sheet S tate­
ments,” which deals w ith instruc­
tions for a balance sheet audit, is 
suggested as an acceptable outline 
of a balance sheet audit.
3. The phrase in the s tatu te  “as 
disclosed by its  books a t the time 
of making such audit” shall not be 
regarded by the auditor as a limi­
tation requiring or perm itting him 
to make an examination less thor­
ough in scope than  a balance sheet 
audit.
4. The auditor may amplify the 
printed form of balance sheet in 
the report of condition w ith titles 
for any class of assets or liabili­
ties not provided for or not suit­
ably described in the form, and 
shall report any other m aterial fact 
which, in the judgm ent of the 
auditor, m ust be set out in order 
th a t the balance sheet shall repre­
sent the true condition of the af­
fairs of the corporation as of the 
given date.
5. The auditor may modify the 
language of the printed form  of 
certificate if, in his judgment, he 
can not fairly subscribe to  the 
printed form, provided, however, 
such modified certificate is  not in­
consistent w ith the statu tory  re­
quirement th a t the auditor shall 
affirm th a t “such report represents 
the true condition of the affairs of 
said corporation as disclosed by its  
books a t the  time of making such 
audit.”
AMERICAN ARBITRATION 
ASSOCIATION
The American A rbitration Asso­
ciation w ith headquarters a t 342 
Madison Avenue, New York City, 
is the resulting organization of a 
consolidation on January 29, 1926, 
of the A rbitration Society of 
America, Inc., the A rbitration 
Foundation, Inc., and the A rbitra­
tion Conference.
Their objects as stated are the 
following: “Its  prim ary purposes
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are to promote knowledge of arbi­
tration and its application to the 
settlement of disputes. To this 
end, i t  conducts researches, co­
operates in the establishment of 
arbitral tribunals in trade organi­
zations, and collaborates w ith Gov­
ernment Departments, B ar Asso­
ciations, trade, commercial and 
banking organizations, profes- 
sional bodies and other interested 
agencies.”
It is a voluntary educational or­
ganization and is supported by 
dues from its membership and by 
contributions.
BOOK REVIEWS
M A N U A L  O F  A C C O U N T IN G  A N D  R E ­
P O R T IN G  F O R  T H E  O P E R A T IN G  
S E R V IC E S  O F  T H E  N A T IO N A L  
G O V E R N M E N T , b y  H E N R Y  P .  
S E ID E M A N N . M . C . S ., C . P .  A . T h e  
J o h n s  H o p k in s  P r e s s ,  B a lt im o re ,  
M a ry la n d .  4 2 1  p a g e s .
The subject of Government ac­
counting is increasing in import­
ance, due to the demands for econ­
omy and efficiency in Government 
administration. The literature on 
Government accounting is  very 
meagre, and Mr. Seidemann’s book 
comes as a  most welcome addition 
to  the field. The problem of uni­
form accounting and reporting is 
one which has occupied the atten­
tion of the Institu te for Govern­
ment Research for a number of 
years and the present volume is the 
result of study and the experience 
gained in assisting certain Gov­
ernments in the improvement of 
their methods of financial adminis­
tration.
The body of the manual is di­
vided into two parts. P a rt I covers 
the accounting and budget princi­
ples th a t the author thinks should 
be expressed in a  system of gov­
ernmental financial administration. 
P a rt H deals w ith the  system rec­
ommended and the practical appli­
cation of the principles expressed 
in P a rt I. This form of presenta­
tion is desirable. Ends sought
should be clearly determined be­
fore proceeding to describe means 
employed for accomplishing those 
ends. A description of procedure 
without an adequate statem ent of 
what is to be accomplished is dif­
ficult to understand, and fails to 
lend itself to critical consideration 
with a view to its progressive im­
provement.
The certified public accountants 
and the more progressive govern­
ment accountants will be glad to 
see th a t Mr. Seidemann takes a 
firm stand for the inclusion of pro­
prietary accounts in government 
accounting. Fund accounts are of 
course fundamental in government 
accounting and are universally 
used, while proprietary accounts 
are often neglected in government 
accounting due to  the fact th a t 
they require too much additional 
work and appropriations for cler­
ical hire are almost always cut. 
Mr. Seidemann has overcome this 
objection by an ingenious method, 
namely, the devising of a system 
of registers, which provides data 
for both the fund and proprietary 
accounts on the same page. This 
system can also be used by ac­
counting machines, thus cutting 
expense in large offices. Thus the 
accounts which are fundamental 
are adequately handled and the 
data for the proprietary accounts 
are secured in addition. The form 
of the registers is probably the 
outstanding feature of the book.
Proprietary accounts are some­
thing which the federal govern­
ment has never maintained, ex­
cept in a few instances. The 
statem ent has often been made 
th a t the government owns hun­
dreds of millions of dollars of real 
and fixed property, yet it  does not 
know ju s t w hat i t  is worth.
Statem ents of assets, liabilities, 
and net worth, which are so es­
sential to private business and 
without which no private concern 
would long survive have never 
been prepared for the federal gov­
ernment. I t  was with the idea of 
eliminating th is criticism th a t the 
system advocated in the Manual
was devised. By means of the pro­
posed system it is possible for gov­
ernment departm ents to keep not 
only fund accounts but also pro­
prietary and expense accounts, and 
from these a  consolidated Balance 
Sheet and Operating Statem ent 
could be prepared.
Although the system worked out 
in the Manual has broadened the 
scope of government accounting 
for the departmental service, the 
proprietary data is secured as a 
by-product of the prim ary opera­
tions. The register sheets are so 
ruled and arranged th a t the 
amounts registered as t o t a l  
charges and credits to the respec­
tive appropriation and allotment 
accounts are also used as posting 
media to the asset, liability, in­
come, and expense accounts.
The volume contains 8 appen­
dices: (1) typical financial trans­
actions, w ith journal entries; (2) 
chart of fund accounts, showing 
method of coding; (3) classifica­
tion of objects of expenditure; (4) 
machine accounting, which shows 
the machine application of the 
system advocated in P a rt II of the 
body of the Manual; (5) Bureau 
of the Budget circulars; (6) chart 
of the pen method of using the 
system ; (7) organization chart for 
accounting divisions; (8) glossary.
F or the practical accountant, 
and especially governmental ac­
countants and certified public ac­
countants interested in municipal 
or state accounting, appendix 4 is 
the most interesting.
While the Manual relates pri­
marily to the national government, 
the principles set fo rth  are to  a 
large extent applicable to  state and 
city governments and will be valu­
able both to government account­
ants and certified public account­
ants having to  do with state and 
city accounting and budget work.
The system described is a  long 
step forward in governmental ac­
counting and while i t  is not a com­
plete system for the whole gov­
ernment, i t  is a good and fairly 
complete system for the  different 
spending departments. A complete
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system for the whole government 
would require uniform control in 
one office and a system of accounts 
for all receipts and income but as 
yet a controlling system is imprac­
tical. The system for branches is 
outlined and afte r this is thor­
oughly installed the next step or 
complete control can be started. 
Until this system, or another along 
similar lines, is installed it would 
be worse than useless to attem pt 
fu rther control. In other words, 
detail accounting m ust be had in 
all branches before headquarters 
or the executive office can begin 
to control or consolidate returns 
for the various branches or de­
partm ents.
FRANK S. CHAPPELL, C. P. A.
A C C O U N T IN G  F O B  U N IV E R S IT IE S , 
R o n o g r a p h  l i b r a r y  S e r ie s  N o . 4 1 , b y  
E A R L E  L . W A S H B U R N , A u d i to r  o f  
N ew  Y o rk  U n iv e rs i ty .  T h e  R o n a ld  
P r e s s  C o m p a n y . 1 2 6  p a g e s .  P r ic e  
$ 1 .2 5 .
Under the above heading The 
Ronald Press Company has ju s t 
issued the 41st volume in their 
Ronograph Library. The editor of 
the volume is Earle L. Washburn, 
Auditor of New York University. 
The opening sentence in the pre­
face reads: “The keeping and au­
diting of the accounts of our in­
stitutions of learning and their 
problems of organization have re­
cently engaged much attention, 
especially because of the huge 
sums donated to them during the 
past five years.”
The subjects of the chapters a re : 
Organization and Administration 
of Universities, Selection of Basis 
for Keeping Accounts, Sources of 
Income, Expenses and Their Class­
ification and Grouping, The Books 
of Account, Closing Processes, The 
Asset and Liability Accounts, The 
Preparation of the Annual Report 
and The Preparation of the Bud­
get.
The method of presentation is 
interesting as well as instructive. 
One sentence in the second chapter 
is an index to the purpose of the 
book—“The keeping of the institu­
tional accounts is a part of the ad­
m inistration expense, and any sys­
tem of accounts involving a con­
siderable clerical staff beyond th a t 
actually required to perform the 
duties of the office should not be 
adopted.”
Any person having to do with 
the finances of institutions either 
as a member of the governing 
board, as an administrative officer, 
as an employee in the adm inistra­
tive service or as a public account­
ant will find the book full of valu-
Chas. D. Turner & Co., Account­
ants and Auditors, F irs t State 
Bank Building, McAllen, Texas, 
announce th a t Edward L. Gelder,
C. P. A., formerly of Houston, 
Texas, will be associated w ith them 
in the future.
Becker & Rosenberg announce 
the removal of their offices to  the 
Fisk Bldg., Broadway and 57th 
Street, New York City, where they 
will continue the general practice 
of accountancy.
James T. Swan, C. P. A., an­
nounces the removal of his Boston 
office to 31 State Street.
James D. Cushman, C. P. A., an­
nounces the opening of an office for 
the  practice of public accounting 
a t 407 Phillips Building, Washing­
ton, D. C.
Burnham Asch, C. P. A., 1440 
Broadway, New York City, has 
been admitted to practice as coun- 
sellor-at-law.
Percy Block, C. P. A., announces 
the removal of his New York office 
to 149 Broadway. New York City.
A. Frank Frink, C. P. A., an­
nounces his withdrawal from the 
firm of Smith-Frink Co., San F ran­
cisco, California, and the continu­
ing of his practice of accounting 
under the firm name of A. Frank 
Frink & Co., 593 Market Street, 
San Francisco, California.
able suggestions. I t  furnishes the 
basis for a system which may be 
adapted to either large or small in­
stitutions depending upon the 
amount of detail which it is desired 
th a t the books and records shall 
show. Special attention is paid 
throughout the entire book to the 
handling of tru s t funds and in­
comes from the same.
D. W. SPRINGER, C. P. A., 
Auditor University of Michigan.
J. W. Kera, C. P. A., and Jacquin 
A. Bindamin announce the forma­
tion of a  partnership for the gen­
eral practice of accountancy under 
the firm name of Kera & Bindamin, 
152 West 42nd Street, New York 
City.
Eli A. Charney, C. P. A., an­
nounces the removal of his office 
to 1440 Broadway, New York City.
E. G. Wunner, F. W. Ackerman 
and J. O. Sully announce the for­
mation of a partnership for the 
general practice of accountancy 
under the firm name of Wunner, 
Ackerman and Sully, Newhall 
Building, 260 California Street, 
San Francisco, Calif.
George Parker, C. P. A., and As­
sociates, announce the removal of 
their offices from 308-9-10 to 407-8- 
9 Southern Surety Building, Des 
Moines, Iowa.
Announcement is made of the re­
tirement, as of March 1, 1926, of 
F. W. Hopkins, Jr., C. P. A., as a 
general partner in the firm of Hy­
land & Hopkins. Robert J. Hyland,
C. P. A., will continue practice a t 
126 Liberty Street, New York City.
Julian L. Barnett. C. P. A., for­
merly of the New York office of 
Haskins and Sells is now connected 
with the firm’s London office a t 
Bush House, Aldwych, London, 
W. C. 2, England.
ANNOUNCEMENTS
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Edward M. Tyler, C. P. A .. an­
nounces his retirem ent from the 
firm of William Clabaugh & Com­
pany and the opening of offices, on 
April 1st, 1926, for the general 
practice of public accounting in the 
Metropolitan Bank Building, Wash­
ington, D. C. and Waynesboro, 
Pennsylvania. Mr. Mark F. Frantz 
will be in charge of the Waynes­
boro office.
Andrew J. B arrett, an account­
ant and attorney a t law, announces 
his resignation as Conferee, Con­
solidated Returns Division, Income 
Tax Unit, Treasury Department, 
Washington, D. C., to become as­
sociated w ith the firm of Mason, 
Honnold, Carter & Harper, A ttor­
neys and Counselors a t law, 1000- 
1008 Atlas Life Building, Tulsa, 
Oklahoma.
Jones, Oates & Company an­
nounce the removal of their offices 
to 708-9-10-11-12 Realty Board 
Building, Miami, Florida.
W. A. Paton and F. E. Ross, C. P. 
A., have formed a  partnership for 
the general practice of accounting 
under the firm name of Paton & 
Ross, Accountants, w ith offices in 
the State Savings Bank Building, 
Ann Arbor, Mich.
Peat, Marwick, Mitchell & Co., 
announce the opening of an office 
a t 607 Dexter Horton Building, 
Seattle, Washington, under the 
management of Lawrence Giles,
C. P. A.
J. F. Kehoe, C. P. A., announces 
his association with William Bres- 
nahan for the practice of public ac­
counting under the firm name of 
Bresnahan & Kehoe, Hobart Build­
ing, San Francisco, Calif.
A. F. Winter, C. P. A., announces 
the removal of his offices to  214 
Exchange Building, Miami, Fla.
Francis Wm. Hopkins, Jr., C. P.
A., and Henry C. Cole, C. P. A., an­
nounce the opening of offices, on 
April 1 ,  1926, for the general prac­
tice of accounting under the firm 
name and style of Cole, Hopkins 
& Company a t 2 Wall Street, New 
York City, and 2226 Land Title 
Building, Philadelphia, Pa.
Harrington & Nichols, Auditors 
and Accountants, 110 West 40th 
Street, New York City, have es­
tablished a branch office a t 87 
Prospect Place, Paterson, N. J.
William A. Davis, public ac­
countant, announces th a t afte r 
April 1, 1926, his office will be lo­
cated a t Room 201 Scranton Real 
E sta te Bldg., 316 N orth Washing­
ton Avenue, Scranton, Pa.
Alexander Dolowitz, C. P. A., an­
nounces the removal of his office 
from 110 West 40th S treet to 70 
West 40th Street, New York City.
INTERNATIONAL CONGRESS 
OF ACCOUNTANTS
Preparations are well under way 
for the International Accountants 
Congress which is to be held in 
Amsterdam, Holland, in the build­
ings of the  Colonial Institute, on 
July 5, 6, 7, 8 and 9, 1926.
American organizations taking 
part in the Congress are the Ameri­
can Institute of Accountants, Amer­
ican Society of Certified Public Ac­
countants, the National Associa­
tion of Cost Accountants, Colum­
bia University and New York Uni­
versity. Ten subjects have been 
selected for discussion and several 
papers on each subject will be read. 
Robert H. Montgomery, a member 
of The American Society, who will 
represent Columbia University a t 
the meeting will read one of the 
two papers to be given on the sub­
ject of “Legislation of the Profes­
sion.” Dean John T. Madden who 
will represent New York Univer­
sity and The American Society of 
Certified Public Accountants, will 
deliver one of the three papers to 
be given on the subject of “Edu­
cation for the Profession.”
In addition to Dean Madden, The 
American Society will be repre­
sented by the following delegates: 
H arry E. Lunsford, President of 
the Society, T. Coleman Andrews, 
Colonel Robert H. Montgomery, 
Jonathan B. Cook, Edw. A. Kracke. 
Stephen Gilman and Adolphe Raf­
ter. I t  is quite likely th a t addi­
tional delegates will be appointed.
CONTEST FOR COST AC­
COUNTANTS
Clinton H. Scovell, senior p art­
ner, of Scovell, Wellington and 
Company, Accountants and Engin­
eers of Boston and national presi­
dent of the  National Association 
of Cost Accountants, recently 
made a g ift of $1,500 to the Asso­
ciation to be disbursed under the 
rules of a  prize essay competition. 
The subject of the essay is, “The 
Presentation of Cost for Execu­
tives or Executive Use of Cost 
Data.” The time limit for submis­
sion of manuscripts is noon Satur­
day, May 15, 1926. The prizes 
are: F irst, $750; Second, $400; 
Third, $200; Fourth, $150. The 
competition is open to members 
and juniors of the Association.
VISITORS IN  WASHINGTON
( F r o m  M a rc h  1 to  29 , 1 9 2 6 )
J o e l  H u n te r ,  A t la n ta ,  G a.
D. B. G riffin , M e m p h is , T e n n .
H . L . C h a m b e rs , S o u th  B e n d , In d .
C. S. G o ld s to n , R ic h m o n d , V a.
J .  A . W in n , G re e n v ille , S. C.
C. R . D a w so n , A t la n ta ,  G a.
E m a n u e l  E n g e l ,  N ew  Y o rk  C ity . 
C la re n c e  E . K a a s e ,  C le v e la n d , O h io . 
T h o m a s  H . E v a n s ,  D e tro it ,  M ich. 
H a r r y  E . L u n s fo rd ,  K a n s a s  C ity , Mo. 
S a m u e l A. B lu s te in ,  C h a r le s to n , W . 
V a.
O tto  S c h u ltz , B irm in g h a m , A la . 
A d o lp h e  R a f te r ,  N ew  Y o rk  C ity . 
M a r t in  K o r t jo h n ,  N ew  Y o rk  C ity . 
H a r o ld  D u d le y  G re e le y , N e w  Y o rk  
C ity .
J e s s e  K n a p p , P o r ts m o u th ,  O h io . 
J o n a th a n  B . C ook , C h ica g o , I l l . 
L o u is  F .  T a n n e r ,  M o rg a n to w n , W . 
V a.
J .  W . G a llo w ay , C h ica g o , I l l .
W ill ia m  E . M aso n , J r . ,  C h ica g o , I l l . 
F r a n k  W ilb u r  M a in , P i t t s b u r g h ,  P a .  
J .  B . T a n n e r ,  C h ica g o , I l l .
W . A. G ille sp ie , B a lt im o re ,  M d.
G. A . W a ts o n , M e m p h is , T e n n .
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HOLMES & BREWSTER’S
Procedure and Practice
B E F O R E  T H E
U. S. Board of Tax Appeals
BY
GEORGE E. HOLMES
of the N ew  York and D istr ict o f  Co- 
lum bia Bars. Author o f “H olm es 
Federal T axes”
and
KINGMAN BREWSTER
of the M assachusetts and D istr ict of 
Colum bia Bars.
The following comments by those who
have examined this book evidence its
value to the practitioner before the
Board of Tax Appeals:
“P lease  accept m y sincere than ks for 
your courtesy  and k indness in p resen t­
ing m e w ith  th is  book. As I sa id  to 
you before, I fe e l su re  that th is w ill  
m eet a  rea l need w ith  the practitioner."
J. GILMER KORNER, JR., 
Chairman, U. S. Board of T ax Appeals.
“T his book is characterized by the  
sam e thoroughness o f your other pub­
lica tio n s and w ill be  o f real serv ice  to  
m em bers o f  th e  bar."
NEWTON K. FOX, 
A ssista n t Solicitor, Bureau o f Internal 
Revenue.
“I believe that such a w ork  m ay be 
o f much value in b r in g in g  before a t ­
torneys and accountants who handle  
tax  m atters the lim its of the jurisdic­
tion o f  the Board and form ality  o f  the  
procedure as d istin ct from  the in for­
m al procedure before the various d i­
v isions of the Office of th e  Commis­
sioner o f Internal Revenue.”
PERCY W . PHILLIPS,
Member, U. S. Board o f  T ax  Appeals.
“I have already found i t  very  usefu l 
and I Im agine it  w il l  be a  great aid  to 
practitioners before th e  Board.”
PERCY S. CREWE, 
Special A ttorney, Bureau o f Internal 
Revenue.
"I w as much interested  in your re­
cent book, w h ich  seem s to cover the  
field qu ite fu lly . It is  a  w elcom e ad­
dition to  our library.”
F E L IX  T. SMITH, 
P illsbu ry , M adison & Sutro, San F ran­
cisco , Calif.
Flexible Binding, Price $4 Delivered
For sale by
JOHN BYRNE & COMPANY
7 1 5  14th St. N. W., Washington, D. C.
STANDARD APPRAISALS
Recognized Authority on 
Valuation Problems
Experts in All Lines
Standard Appraisal Co.
90 John Street, New York
Branches, All Principal Cities.
STATE BOARD NEWS
Illinois
The Illinois Public Accountant 
Committee composed of Edward E. 
Gore, Chairman, John G. Weis- 
bach, member and James S. Hop­
kins, attorney, appointed on De­
cember 1 , 1925, by the Department 
of Registration and Education in 
compliance with the provisions of 
the 1925 Accountancy Law in Illin­
ois was automatically discontinued 
by the Illinois Supreme Court de­
cision nullifying the new Illinois 
Accountancy Law.
The Illinois Board of Examiners 
of Accountants under the old law 
is now composed of F. B. Andrews,
C. P. A., Chairman; Arthur An­
dersen, C. P. A., member and Mr. 
Walter F. Dodd, Attorney member.
The state boards of accountancy 
cooperating with the American In­
stitute of Accountants in giving 
examinations for the C. P. A. cer­
tificate will hold such examinations 
on May 13 and 14 this year.
Forrest E. Ferguson & Company 
announce the removal of their 
offices to 1107-1108 Press Building, 
Binghamton, N. Y.
IN MEMORIAM
John R. Byington, (C. P. A., 
Ga., No. 43, May 18, 1916) died at 
his home in Atlanta on March 4, 
1926.
Mr. Byington was for seventeen 
years office manager of J. P. Allen 
& Co. He was Assistant Profes­
sor of Commerce at the Georgia 
School of Technology and was a 
member of the faculty of the At­
lanta Law School.
Donald D. Wilfley, C. P. A., 
(Colo. No. 141, June 17, 1924) died 
at his home in Colorado Springs, 
Colorado, on February 23, 1926. 
Mr. Wilfley had been in ill health 
for a number of years.
2 SERVICES IN 1 
I T I
1. I. T. I. is the only exhaus­
tive Index to Law, Regulations, 
Rulings, T. D.’s, and Court Cases.
2. I. T. I. is also a complete In­
dex to all the Decisions of the 
Board of Tax Appeals.
1. Permanent Service (bound) 
for 1922, 1923, and 1924.
2. Supplement Service to date—  
cumulative form.
Complete— easy—time-saving. 
There isn’t a state where I. T. I. 
is not in use by accountants.
INCOME TAX INDEX SERVICE, INC.
9-15 Clinton St., Newark, N. J.
 Illinois C. P. A. Questions
 1903-1018
Complete in One Volume 
Price, $1.25, Postpaid
 Mail orders and checks to 
 Registrar, University of 
 Illinois, Urbana.
HOTEL LAFAYETTE
Sixteenth and I Streets 
Washington, D. C.
CENTRALLY LOCATED
Within three blocks of Treasury 
Department
A Complete Tax Library 
Available for use of guests.
Write or Wire for Reservations.
MODERATE RATES 
. 
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APPLICATION FORM
The American Society of Certified Public Accountants welcomes into its membership all C. P. A.’s in 
good standing. (The form of application given below may be detached or a copy may be made from it.)
Detach
TH E AMERICAN SO C IETY  OF 
CERTIFIED  PU BLIC  ACCOUNTANTS
W o o d w a r d  B u il d in g  
W ASHINGTON, D . C .
No.............................................
Recorded ...............................
Date.................................................................................
I hereby submit my application for enrollment as a member of The American 
Society of Certified Public Accountants, the organization effected at a meeting held 
at Chicago, December 12th, 1921, which organization is composed only of those 
holding C. P. A. certificates granted by States and whose object is to protect said 
certificates against unfavorable influences of any kind. Ten dollars ($10.00) is 
inclosed, which is for membership fee. Dues for the remainder of the fiscal year 
(ending August 31) at the rate of $15.00 per annum will be remitted upon receipt of 
bill from the Society. It is understood that the dues will cover a subscription to 
“THE CERTIFIED PUBLIC ACCOUNTANT.”
Name...........................................................................................................................................
(Print name as it should appear on Membership Certificate.)
Street address.......................................................................................................... ...................  
City.....................................................................................................State...............................
CERTIFICATE DATA
Date of original certificate..................................No..................... State...............................  
Subsequent certificates from ....................................................................................................
Signature........................... ....................................................
CONSTITUTION 
Article II
The object of this society shall be 
to protect the certificates of Certified 
Public Accountants granted by the 
States and other political subdi­
visions of the United States of Amer­
ica, to improve the standards of the 
accountancy profession, and to assist 
governmental authorities in regulat­
ing public accounting practice.
Article III
Membership in the society shall be 
restricted to certified public account­
ants who hold certificates granted by 
the States or other political subdi­
visions of the United States of Amer­
ica. Any such certified public ac­
countant may be admitted to mem­
bership in the society, provided his 
application is supported by evidence 
satisfactory to the Board of Di­
rectors.
BY-LAWS 
Article IX  
Fees and Dues
The initiation fee shall be $10.00, 
and it shall be remitted with the ap­
plication for membership. The 
amount of dues to be paid by a mem­
ber for the first fiscal year of his 
membership shall be that part of 
$15.00 which represents the unex­
pired portion of the fiscal year, in­
cluding the month in which the ap­
plicant is admitted to membership.
The dues to be paid by each mem­
ber after the fiscal year in which ad­
mitted shall be $15.00 per year, pay­
able in advance.
The dues paid by each member 
shall include a subscription to the 
official organ of the society, “The 
Certified Public Accountant,” for the 
period covered by the dues paid.
In the discretion of the Board of 
Directors, the annual dues may be 
reduced, but they may not be in­
creased except by amendment of the 
By-Laws.
The secretary shall send a notice 
of annual dues to every member not 
later than October 1st in each year. 
If said dues are not received by the 
secretary on or before the succeeding 
November 1st, he shall send a second 
notice, and if they are not received 
by the secretary on or before the suc­
ceeding December 1st, he shall report 
the delinquents to the Board of Di­
rectors.
here
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Send Coupon Today
fo r your Examination Copy 
of 
The Third Annual Edition
O ffice Equipm ent 
Catalogue
—Standard Reference W ork on 
Office Equipment, Systems, and Supplies
T HE Third Annual Edition of the Office 
Equipment Catalogue, a cooperative 
catalogue sponsored by the National Associa­
tion of Office Appliance Manufacturers, is 
ready now for distribution. I t is much big­
ger, more complete and more attractive than 
preceding editions. I t has more information, 
more sections, more new ideas—in fact, it is 
A Business Show on Your Desk—the stand­
ard reference work of the industry.
As before, two complete, cross-referenced 
directories of office equipment and makers 
are included—one indexed by products and 
one by company name. A further index is 
furnished by division into such classifications 
as ‘‘Accounting Machines,” “Addressing 
Systems and Equipment,” “Time Recording 
Systems,” etc.—a total of 28 sections.
The Catalogue sections are, in effect, a 
huge file of many individual catalogues, com­
bined and abstracted, without exaggerated 
claims, generalities or “hair-line” technical 
statements.
Each section presents brief, concise de­
scriptions of various m anufacturers’ prod­
ucts falling within th a t class. Each section 
is prefaced by an editorial introduction sum­
marizing the types of equipment available 
and the advantages of each. The list of sec­
tions is comprehensive—even a section on 
business books and magazines is included. 
And scattered through the 
editorial and catalogue ma­
terial are dozens of ideas 
for improving office meth­
ods th a t you can lift for 
your business.
Two Valuable Services Included FREE
E v e ry  e x e c u tiv e  r e c e iv in g  th e  C a ta lo g u e  i s  e n ­
t i t l e d  to  s ix  f r e e  c o n s u l ta t io n s  w i th  W ill ia m  H e n ry  
L effin g w ell, n a t io n a l ly  k n o w n  in d u s t r ia l  e n g in e e r ,  
office m a n a g e m e n t  s p e c ia l is t  a n d  p r e s id e n t  o f  th e  
L e ff in g w e ll-R e am  C o m p an y . T h e s e  c o n s u l ta t io n s ,  
w h ic h  a r e  l im ite d  o n ly  b y  th e  sco p e  o f office p ro b ­
le m s  th e m se lv e s , w o u ld  c o s t  m a n y  t im e s  th e  p r ic e  
o f  th e  C atalogue if  secured  in  th e  u su a l way.
A s a  se c o n d  se rv ic e , a n y  f u r t h e r  in f o r m a t io n  d e ­
s i r e d  o n  a n y  e q u ip m e n t  w ill  b e  f u r n is h e d  in  co m ­
p le te  fo rm , in c lu d in g  in d iv id u a l  c a ta lo g u e s  o f  m a n ­
u f a c tu r e r s ,  b y  th e  Office E q u ip m e n t  C a ta lo g u e  o r ­
g a n iz a t io n . E x e c u tiv e s  a r e  th u s  sa v e d  th e  b o th e r  
o f  p r e l im in a r y  c o rre s p o n d e n c e  w ith  m a n y  co m ­
p a n ie s  b e fo re  n a r ro w in g  t h e i r  fie ld s  o f in q u ir y  to  
o n e  o r  tw o  so u rc e s . 
Fits Your Files—Fit for Your Desk
T h e  C a ta lo g u e  is  s t a n d a r d  in  s ize , a s  sp e c ified  by  
th e  N a t io n a l  A s so c ia t io n  o f  P u r c h a s in g  A g e n ts . I t  
f its  y o u r  file  i f  y o u  w ish , th o u g h  y o u  w ill  p ro b a b ly  
p r e fe r  to  k e e p  i t  o n  y o u r  d e sk — i ts  b e a u t i fu l  tw o - 
to n e d  flex ib le  le a th e r o id  c o v e r  a n d  e m b o sse d  b ro n z e  
l e t t e r in g  e n t i t le  i t  to  t h a t  p la c e .
M a il th e  c o u p o n  to d a y  f o r  y o u r  copy . I f  a n  ex ­
a m in a t io n  d o e s  n o t  p ro v e  i t s  v a lu e ,  r e tu r n  i t  w i th in  
five  d ay s.
Sign and Mail the 
Coupon Today
Free
Examination
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P resid en t:
H arry E . L unsford, C. P . A. 
1003 P ion eer T rust B u ild in g , K ansas 
C ity, Mo.
V ice P r e s id e n ts :  
C harles H ec h t, C. P . A. 
John s-M anvllle B u ild in g , 292 M adison 
A venue, N ew  Y ork C ity.
E dwin  L. P ride, C. P . A  
40 C entral S treet, B oston , Mas s.
A . L ee R a w lin g s, C. P . A . 
407-12 L aw  B u ild in g , N orfolk , Va. 
H arry B . S co tt, C. P . A . 
F a rm e rs  B an k  B u ild ing , P i t ts b u rg h , Pa.
H . I vor T hom as, C. P . A  
220 A . G. B a r tle tt B u ild in g , L os 
A n geles, C alif.
S ecretary:
W . L. H arrison, C. P . A  
736 W oodw ard B u ild in g , W ash in gton , D. C.
T r e a s u r e r : 
Jaim es A . C ouncilor, C. P . A  
426 W oodw ard B u ild in g , W ash in gton , D . C.
DIRECTORS
F irs t  D istr ic t—
Ir v ille  A  M ay, C. P . A , 129 Church 
S treet, N ew  H aven , Conn.
Second D istr ic t—
H om er A. D unn, C. P . A ., 35 W est S ix ty - 
fou rth  S treet, N ew  York C ity.
J . S . M. G oodloe, C. P . A , 165 B roadw ay, 
N ew  Yo rk  C ity.
R obert H. M ontgom ery, C. P . A , 110 
W illiam  S treet, N ew  York C ity.
T hird D istr ic t—
C C. C roggon , C. P . A , 1243 C alvert 
B u ild in g , B altim ore, Md.
F ourth  D istr ic t—
T hom as H . E vans , C. P . A ., D im e B ank  
B uild in g , D etro it, M ich.
F ifth  D istr ic t—
D avid H im m elblau, C. P . A , 76 W est 
M onroe S treet, C hicago, I ll.
S ix th  D is tr ict—
W . C. Jackson , C. P . A , 1423 A tlan ta  
T rust Co. B u ild in g , A tlan ta , Ga.
S even th  D is tr ic t—
Carl  E . D ietz e, C. P . A ., 209 G rand A ve­
nue, M ilw aukee, W is.
E ig h th  D is tr ic t—
P arry J . B arn es , C. P . A , 1003 P ion eer  
T ru st B u ild in g , K ansas C ity, Mo.
N inth D istrict—
G eorge K . E dler, C. P . A ., R eno N ation al 
B ank  B u ild in g , R eno, N ev.
Tenth Distri c t—
J. W . R obinson, C. P . A , 1114 N orth  
Seventh  S treet, B oise, Idaho.
AUDITORS
W m McK.  E vans, C. P . A ., T im es D isp atch  
B u ild in g , R ichm ond, Va.
G uy M. Scott, C. P . A ., S ta te  and City  B ank  
B u ild in g , R ichm ond, Va.
J. M. C ulbreth, C. P . A ., A m erican N ational 
B ank Build in g, R ichm ond, V a.
A labam a—O tto H. Schu ltz, C. P . A ., A m eri­
can  T ru st B u ild in g , B irm ingham , A la.
A r iz o n a —Jam es M. L aw ton , C. P . A ., B ox 
597, T ucson , Ariz .
A rkansas—No e lectio n .
C aliforn ia—R . W . E . C ole, C. P . A , 817 
I. N . V an N uys B u ild in g , L os A n geles, 
C alif. W illiam  D olge, C. P . A , 369 P in e  
S treet, San F ranc isc o, C alif.
C olorado—L ouis C. L inck , C. P . A , 601 
U. S. N ation al B ank B u ild in g , D enver, 
C olo.
C onnecticut—Ir v ille  A  M ay, C. P . A ., 129 
Church S treet, N ew  H aven , Conn.
D elaw are—-A lfred  H . Coe, C. P . A , D uPont 
B u ild in g , W ilm ington , D el.
D istr ic t o f  C olum bia—Jam es A  C ouncilor, 
C. P . A , 426 W oodw ard B u ild in g , W ash­
in gton , D. CL
F lorida—W alter M ucklow , C. P . A , 420 
P en in su la r C asu alty  B u ild in g , Jack son ­
v ille , F la .
G eorgia—W . C. Jackson , C. P . A ., 1423 
A tla n ta  T ru st Com pany B u ild in g , A t­
la n ta , Ga.
H aw aii—E dw ard V. W righ t, C. P . A., 
W aity  B u ild in g , H onolulu .
Idaho—Jerem iah  W . R obinson , C. P . A ., 
1114 N. Seventh  S treet, B oise, Idaho.
I llin o is—G eorge P . E llis , C. P . A ., 30 N orth  
L a S a lle  S treet, C hicago, I ll. D avid  
H im m elblau, C. P . A , 76 W est M onroe 
S treet, C hicago, I ll. Geo rg e  W . R o sset-
ter, C. P . A , H a rr is  T ru s t  B uild ing , 
Chicago, I ll.
Indiana—H . A  R oney, C. P . A , 819 S ta te  
L ife  B u ild in g , In d ian ap olis, Ind.
Iow a—A  H . H am m arstrom , C. P . A ., 208-9 
W eston  B u ild in g , Clin ton , Iow a.
K an sas—C harles A  Sm ith , C. P . A ., 316 
W heeler, K elly , H agn y Build in g , W ich­
ita , K ans.
K en tu ck y—W illiam  C otton, C. P . A ., 1428 
In ter-Sou thern  B u ild in g , L o u isv ille , K y.
L ouisiana—R . J . LeG ardeur, C. P . A ., 608-7 
Caron d elet B u ild in g , N ew  O rleans, La.
M aine—George M. G raffam , C. P . A ., 415 
C ongress S treet, P ortland , Me.
M aryland—C h arles C. C roggon, C. P . A ., 
C alvert Build in g , B altim ore, Md.
M assachu setts—H . C. B en tley , C. P . A ., 921 
B oylston  S treet, B oston , M ass. H erbert 
F . F rench, C. P . A ., 100 Sum m er S treet, 
B oston , M ass. D a n iel B . L ew is, C. P . A , 
P ark  Square B u ild in g , B oston , M ass. 
Edwi n  L. P ride, C. P . A ., 40 C entral 
Street, B oston , M ass.
M ichigan—T hom as H . E va n s, C. P . A ., 
D im e B an k  B u ild in g , D etro it, Mi ch. 
F rederic A  T ilton , C. P . A ., 1630 F ir st 
N ation a l Bank  B u ild in g , D etro it, M ich.
M innesota—A . F . W agner, C. P . A .,5 3 2 
S ecu rity  B u ild in g , Minn eapol is , M inn.
M ississip p i—N elson  E . T aylor, C. P . A ., 
218 E a st Jefferson , G reenw ood, M iss.
M issouri—P arry  J . B arnes, C. P . A , 1008 
P ion eer T ru st B u ild in g, Ka n sas C ity, Mo.
M on ta n a —E . E.. Murr a y , C. P . A ., N o r th e r n  
H o te l B uild in g , B illin g s , M o n t .
N ebraska—W illiam  B ryden, C. P . A ., 633 
S ecu rities B u ild in g , Om aha, Nebr.
N evada—George K . E d ler, C. P . A ., R eno 
N ation al B ank B u ild in g , R eno, N ev.
N ew  H am pshire—C larence L D rayton, C. 
P . A., 922 E lm S treet, M anchester, N. H.
N ew  J ersey—F ran k  G. D uB ois, C. P . A ., 
1009-1010 K in n ey  B u ild in g , N ew ark, N . J
N ew  York—A lexander S. B anks, C. P . A ., 
7 D ey S treet, N ew  YorK  C ity. H om er A  
Dunn, C. P . A. , 85 W est S ix ty -fo u rth  
S treet, New York  City . P au l-Josep h  
E squerre  C. P . A ., 20 V esey  S treet, N ew  
York C ity. J . S. M. G oodloe, C. P . A ., 
165 B roadw ay, N ew  York  City . H arold  
D udley G reeley, C. P . A ., 25 W est F o rty - 
th ird  S treet, N ew  York  C ity. C harles 
H echt, C. P . A ., 292 M adison A venue, 
N ew  York C ity. W illiam  M. Lybrand. 
C. P . A ., 110 W illiam  S treet, N ew  York  
C ity. John T. M adden, C. P . A , 82 
W averly  P la ce, N ew  Yo rk  City . R obert
H. M ontgom ery, C. P . A ., 110 W illiam  
S treet, N ew  York  City .  
N ew  M exic o—C. C. B old t, C. P . A ., L os 
L unas, N. Me x.
N orth C arolina—F rederick  M oore, C. P. 
A ., 10 V a il A venue, C harlotte, N. C.
N orth D ak ota—J . A  C ull, C. P . A , 44 E d­
w ards  B u ild in g , F argo , N. D ak.
O hio—W alter D . W all, C. P . A ., 44 W est 
G ay S treet, C olum bus, O hio. P h ilip  G. 
W ard, C. P . A , H anna B u ild in g , C leve­
land , O hio.
O klahom a—B urney R . C lack, C. P . A ., 207 
R ichard B u ild in g , T u lsa , O kla.
O regon—E . M. W ilson , C. P . A ., L iberty  
B u ild in g , M edford, O reg.
P en n sy lvan ia—W . W . C olledge, C. P . A ., 
F arm ers B ank B u ild in g , P ittsb u rgh , P a. 
H orace P . G riffith, C. P . A ., F ran k lin  
T ru st B u ild in g , P h ilad elp h ia , P a. I. C. 
Snyder, C. P . A ., F arm ers B ank B uild­
in g , P ittsb u rgh , P a.
R hode Islan d —S. G eorge H ay, C. P . A ., 
H o sp ita l T rus t  B u ild in g , P rovidence, 
R. I.
South C arolina—O. P . B ourke, C. P . A , 
L ib erty  B u ild in g , Colum bia, S. C.
South D ak ota—G eorge A . A nderson, C. P. 
A ., A berdeen, S. D ak.
T ennessee—E dw ard S. E llio tt, C. P . A ., 
B ank o f Comm erc e  B u ild in g , M em phis, 
Tenn.
T exas—A . C. U p leger, C. P . A , W aco, 
T ex.
U tah—W . E . N issen , C. P . A ., 1505 W alker  
B ank Bui l d in g , S a lt L ake C ity, Ut a h .
V erm ont—O rris H . P ark er, C. P . A. , 16 
S ta te  S treet, Mon tp e lier , V t.
V ir g in ia —A . M. P u llen , C. P . A ., 1103-6  
S ta te  and C ity B ank B u ild in g , R ich - 
m ond, V a.
W ash in gton—A. S. H ansen , C. P . A ., L eary 
B u ild in g , Se a ttl e, W ash.
W est V irg in ia —O key K . H ayslip , C. P . A ., 
P . O. B ox 642, H u n tin gton , W . Va.
W is c o n s in —C arl E . D i e tz e , C. P . A ., 209 
G rand A venue, Milw a u k ee, W is .
W yom ing—C h arles H . Reim erth , C. P . A. ,
401 O. & S. B u ild in g , C asper, W yo.
A  Spare-T im e Law  Course  
fo r  A ccoun tan ts
M ODERN accounting practice, ow­
ing to the ever increasing de­
m ands of clients, has developed to the 
point where a knowledge of law  and 
equity has become of param ount im­
portance.
In addition, the rules of the U. S. Board 
of Tax Appeals have made it incumbent upon 
practitioners before the Board to present 
their cases as they would have to be pre­
sented before an ordinary court of law.
H e n c e  i t  a p p e a r s  t h a t  th e  a c c o u n ta n t ,  u n le s s  h e  
w a n ts  to  e m p lo y  q u a lif ie d  le g a l  a s s is ta n c e ,  m u s t  
e q u ip  h im s e lf  w i th  a  k n o w le d g e  o f  le g a l  p ra c t ic e  
a n d  p r o c e d u r e  a n d  th e  la w  o f  e v id e n c e  i f  h e  is  to  
h a n d le  p r o p e r ly  th e  w o rk  h e  is  g iv e n  to  do .
A  R ecogn ized  Law  Course
B u t w h e re  is th e  a c tiv e  a n d  e s tab lish e d  p ra c t it io n e r  
to  g e t  th e  a d d itio n a l k n o w led g e  o f law  th a t  h a s  su d ­
d e n ly  becom e so n ecessa ry ?  T he a n sw e r i s  fo u n d  in  
th e  B lac k s to n e  L eg a l T ra in in g  C ourse  a n d  Service 
w h ich  can  be  fo llow ed  in  sp a re  h o u rs  a t  th e  hom e 
o r office.
H e ad in g  th e  l is t  o f  c o n tr ib u to rs  to  th e  co u rse  a re  
C h ief Ju s tic e  W illiam  H o w ard  T a f t  an d  A sso c ia te  
Ju s tic e  G eorge  S u th e r la n d  o f th e  U n ited  S ta te s  S u ­
p rem e C ourt, a b ly  seconded  by a  g ro u p  o f  60 re s id e n t 
la w  deans, p ro fesso rs , la w y e rs  a n d  s ta te  su p rem e  
c o u rt  ju d g e s  o f a lm o s t eq u a l p rom inence.
M ore th a n  50,000 p ro g re ss iv e  m en an d  w om en h ave  
en ro lled  fo r  th is  t ra in in g , m an y  of w hom  h a v e  r ise n  
h ig h  in  th e  b u sin ess  w o rld  an d  in  p o litica l, le g a l an d  
ju d ic ia l life . G ra d u a te s  a re  p ra c tic in g  la w  in  ev ery  
s ta te .
A u th o rita tive  Training
T he I n s t i tu te  o ffers tw o sp lend id  la w  courses. One 
d e a ls  w ith  com m erc ia l law  ex c lu siv e ly  w h ile  th e  o th e r  
( th e  G ra d u a te  C ourse) in  ad d itio n  to  th e  u su a l b u s i­
ness law  su b jec ts , a lso  c o v ers  th e  field o f  A d jec tiv e  
L aw . T h is  cou rse  h a s  h e lped  th o u sa n d s  to  p re p a re  
fo r  th e  b a r  ex am in a tio n s . G ra d u a te s  a r e  a w ard e d  
th e  LL. B. D egree.
A m ong  th e  su b je c ts  covered  in th e  G ra d u a te  C ourse 
a re  E v idence , P le a d in g  in  C ivil A ctions, P ra c tic e  in  
C ivil A ctions, E q u ity  P le a d in g  a n d  P ra c tice , I n te r p r e ­
ta t io n  o f  S ta tu te s , C o u rts—O rg an iza tio n , k in d s  and  
c lass ifica tio n , B a n k ru p tc y , S ta te  an d  M unic ipa l T a x a ­
tion , W ills , E s ta te s , R ea l P ro p e rty , T ru s ts , L an d lo rd  
a n d  T en a n t, C o rp o ra tio n s, P a r tn e rs h ip s  a n d  46 o th e r  
su b jec ts .
C om plete L aw  L ibrary F urnished
D elivered  co m p le te  a t  th e  tim e  of en ro llm en t is  a 
big , handsom e, 25-volum e lib ra ry , M odern A m e r ica n  
L aw , c ited  a s  “M. A. L.” by  s ta te  su p rem e  c o u rts  and  
by  th e  U n ited  S ta te s  D is tr ic t  C ourt. ‘'M. A . L.” is  th e  
on ly  n o n -re s id e n t te x t  e v e r  g iv e n  th is  h o n o r o r re co g ­
n ition .
A p p ro ved  B y A ccountan ts
T he B lac k s to n e  L eg a l T ra in in g  C ourse  an d  Service 
h a s  a lw a y s  a p p ea led  to  acc o u n ta n ts . Since th e  c re a ­
tio n  of th e  B o ard  o f  T ax  A ppeals, ho w ev er, th e y  h av e  
b een  tu rn in g  to  th e  I n s t i tu te  in  c o n s ta n tly  in c re a s in g  
num b ers , an d  i t  is  t o b e  n o te d  t h a t  th e  m a jo r ity  o f 
th em  a r e  e s tab lish e d  p ra c t it io n e rs  w ho  a lre a d y  p os­
sess th e  C. P . A. certifica te .
T y p ica l o f  th e  co m m en ts o f  a c c o u n ta n ts  w ho h av e  
a v a ile d  th em se lv es  o f  B lac k s to n e  m a te r ia l  an d  se rv ice  
i s  th e  fo llow ing  fro m  Mr. R o b e rt B. V ollum , C. P . A ., 
of P h ilad e lp h ia , w ho  say s:
“A fte r  th i r ty  y e a rs  p ra c t ic in g  th e  p ro fess io n  in  
in th is  c ity , I  fe e l th a t e ach  d a y  i t  becom es m ore  
v i ta l  t h a t  th e  p u b lic  a c c o u n ta n t  sh o u ld  g ro u n d  
h im self in  th e  b as ic  p r in c ip le s  o f la w  i f  b e  h opes 
to  su c c ess fu lly  m ee t th e  d em an d s o f th e  p ro fe s ­
sion  a n d  p ro p e rly  se rv e  h is  c lien ts . I t  is  fo r  th a t  
re a so n  th a t  I  h av e  ad d ed  y o u r  s e t  o f  M odern 
A m erican  L aw  (C ited  M. A. L .) to  m y l ib ra ry ."
W rite  For D eta ils
T he com ple te  s to ry  of B lac k s to n e  tr a in in g  is g iven  
in  an a t t r a c t iv e  128-page book, T h e  L a w -T r a in e d  
M an. A  copy w ill be  s e n t  f re e  upo n  req u est. U se th e  
coupon  b e lo w  o r  a d d re ss  a  p o s t c a rd  re q u e s t to  D e p t
364, B la c k s to n e  In s t i tu te ,  Inc., 4753 G ran d  B oulevard , 
C hicago, I l l .
 Blackstone Ins titu te , Inc.
 D e p t. 8 6 4 , 4 7 5 3  G r a n d  B lv d ., C h ica g o , I l l .
 P le a s e  s e n d  m e  b y  m a il  a n d  w i th o u t  o b lig a t io n  
a  co p y  o f  y o u r  1 2 8 -p a g e  b o o k , T h e  L a w  T ra in e d -  
M an , a n d  d e ta i ls  o f  y o u r  la w  c o u rse .
 N a m e  ...................................................................................................
 P o s i t io n  ................................................................................... ..
 B u s in e ss
A d d r e s s ..............................................................................................
 C i ty ..................................................  S t a t e ....................................
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Can H elp You
More and more the business man appreciates that service 
which the accountant renders when, as a result of carefully ana­
lyzing the figures he suggests ways and means to make the busi­
ness more profitable.
If much of the mental drudgery of auditing can be eliminated 
more time is available for the accountant to give to the broader 
aspects of his profession—those valuable services which con­
tribute so much to the betterm ent of business. By providing ac­
curate figures, speedily and economically, mechanical figuring 
equipment makes the checking and auditing easier to handle.
That is why so many accountants recommend Burroughs ma­
chines to their clients. Burroughs Adding, Bookkeeping, Calculating 
and Billing machines are made in many styles and sizes to handle 
every figure job.
The Burroughs representative in your community will be glad 
to cooperate with you. Let him show you how Burroughs machines 
can furnish the figures you need in rendering service to your clients 
—and furnish them in less time and at less expense.
Burroughs A dding M achine Company
D E T R O IT , M IC H IG A N
A D D I N G  ■ B O O K K E E P I N G  • C A L C U L A T I N G  A N D  B I L L I N G  M A C H I N E S
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“We all complain of the shortness 
of time, and yet have much more 
than we know what to do with. 
Our lives are spent either in doing 
nothing at all, or in doing nothing 
to the purpose, or in doing nothing 
what we ought to do; we are al­
ways complaining our days are few, 
and acting as though there would 
be no end o f  them.”
—  Seneca.
DEVOTED TO THE INTERESTS OF THE C. P. A., HIS CLIENT, AND THE PUBLIC WELFARE
MAY, 1926 20 C EN TS T H E  COPY$2.00 PER Y EAR
  
An Industry "Starts Right”
Use this book as a 
handbook in your 
bus work.
$10
POST PAID
System—to which other businesses had to 
come—is handmaiden to the motor bus field
THE GROWTH of the bus industry is bewildering. New lines, new ex­tensions, new franchises bob up daily 
in the country’s press—and the end is 
still far distant.
Bu t  One T rend  i s  S u r e l y  Cle ar
With increased competition and greater 
regulation comes the necessity for the 
operator to have at his instant call 
accurate information as to income and 
outgo. A new avenue of opportunity 
for the accounting profession is steadily 
widening.
The history of all business has been 
that accounting came last, when it 
could no longer be avoided. But the 
motor bus field—that lusty, growing 
infant of transporation—is preparing 
to profit by others’ mistakes.
INFORMATION THEY MUST HAVE
Large-scale bus operations by electric 
railways have already sensed this need 
and moved to meet it through formula­
tion of a classification for gross incomes 
of $100,000 and over. Many smaller 
operators, too, are groping for some 
standard system which will give them 
the information they need and which 
regulatory bodies will require.
An entire industry, whose scope was 
scarcely dreamed of a few years ago, is 
“starting right.”
A  C o st l y  S y st e m  fo r  $10
Virtually a pioneer in this new field, 
Main and Company (Certified Public 
Accountants) co-operating with the bus 
classification committee of the Ameri­
can Electric Railway Accountants’ As­
sociation, have after months of original 
research costing thousands of dollars 
designed a special system which will fit 
any bus operator, whether he has two 
busses or two hundred.
“MOTOR BUS ACCOUNTING”
—a volume embodying the result of 
this work—will be off the press May 
25. Every accountant who has bus 
clients or who glimpses the future of 
this rapidly-expanding field should have 
this book in his office library.
TWENTY-TWO COMPLETE FORMS
Bound in black semi-flexible cover, il­
lustrated with 22 special forms which 
comprise the system, and printed on 
antique paper in readable type, this pio­
neer book is certain to be the basis for 
accounting procedure just as soon as 
Federal regulation becomes a fact.
Approved by prominent bus operating 
heads and accountants as sound and 
practicable, this bus system will give 
any operator the accurate information 
he needs, will satisfy the demands of 
State or other regulatory bodies, and 
can be readily condensed or expanded 
to fit the special case of any operator.
" THE P R I M E  N E E D  IN T HE  M O T O R  B U S  F I E L D  T O D A Y  I S  — B E T T E R  A C C O U N T I N G ”
The book is priced at $10  * ‘Reserve your own copy today • M ail the coupon—  
or use your business stationery
A c c o u n ta n ts ’ S u p p ly  C om pany 
Farmers Bank Building 
Pittsburgh, Penna.
Gentlemen: I enclose $10. Please send me a  copy of “MOTOR BUS AC­
COUNTING” as soon as it  is off the press.
Name........... .....................................................................................................................
Street and Number.......................................................................................................
City and S tate...............................................................................................................
C P A ____________ _____________  ____________________________ ________
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THE BETTER PART
IT’S not just gold and fame untold 
That constitutes, true wealth,
For who can be more rich than he 
Who has his strength and health?
A hopeful, kind and cheerful mind 
Is greater far than fame!
A spirit bold worth more than gold 
And Midas’ envied name!
An honest heart that plays its part 
With eager, willing hands,
Brings unto man more honor than 
Great palaces and lands!
And ’tis a feat that’s passing sweet—
’Tis worth the tax and toll—
To work away, till one can say:
“Today I’ve reached the goal!”
The will to do, with courage true,
Hath value, greater yet
Than sparkling gem in diadem 
Or jeweled coronet!
—The Optimist.
Membership as we go to press 
April 27, 1926 
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UNITED STATES BUREAU OF 
PROPERTY CONTROL
CONGRESSMAN SOL BLOOM, of New York, has introduced a bill providing for an inventory of 
the real estate owned and controlled by the United 
S tates Government and the establishment of a Bureau 
of Property Control. To quote Congressman Bloom: 
"T h e  U n ited  S ta te s  G o v e rn m en t o w n s a p p ro x im a te ly  te n  
b ill io n s  o f d o lla rs  w o r th  o f r e a l  e s ta te ,  b u t  no  one k n o w s 
d e f in ite ly  h ow  m u ch .”
“N o b u s in e ss  in  th e  w o rld  is  c o n d u c ted  a s  lo o se ly  a s  th e  re a l  
e s ta te  o p e ra tio n s  o f  th e  U n ited  S ta te s  G o v e rn m en t.”
“E a c h  D e p a r tm e n t  o f  th e  G o v e rn m en t m a k e s  a  h a lf-h e a r te d  
a t te m p t  to  k e ep  a n  a c c o u n t o f i t s  r e a l  a n d  p e rso n a l p ro p e rty , 
b u t  I  d a re  s a y  th e re  is  n o t  o ne  D e p a r tm e n t  in  th e  w h o le  G ov­
e rn m e n t  t h a t  c a n  g iv e  ev en  a  ro u g h  a p p ro x im a tio n  of i t s  r e a l  
a n d  p e rso n a l p ro p e rty  a s s e ts  a n d  o b lig a tio n s .”
“A g a in , th e  W a r  D e p a r tm e n t o n ly  r e c e n tly  o ffered  fo r  sa le  
a  v e ry  v a lu a b le  t r a c t  o f la n d  i t  w a s  su p p o sed  to  ow n, b u t  d id  
n o t  ow n , in  F lo r id a . . . . C an  yo u  im a g in e  w h a t  w o u ld  h a p p en  
to  a n  in d iv id u a l t h a t  w o u ld  t r y  to  se ll p ro p e r ty  t h a t  h e  d id  
n o t  ow n ?”
“W h ere  a  D e p a r tm e n t  o f  th e  G o v e rn m en t is  le a s in g  p ro p e rty , 
t h a t  D e p a r tm e n t c h a rg e s  u p  a s  e x p en ses  th e  r e n t  t h a t  th e y  p a y  
fo r  th e  sp ace  u sed . B u t  o f th e  b ill io n s  o f d o lla rs  o f p ro p e rty  
t h a t  is  ow ned  b y  th e  G o v e rn m en t fo r  th e  b u ild in g s  u sed , n o t 
one c e n t is  c h a rg e d  a g a in s t  a n y  o f th e  D e p a r tm e n ts  fo r  in te r ­
e s t  on  th e  in v e s tm e n t  o f  la n d  a n d  b u ild in g , o r  fo r  th e  a sse ss ­
m e n ts  o r  c h a rg e s  a g a in s t  th e  p ro p e rty . T h ey  a re  n o t  o n ly  fool­
in g  th em se lv es , b u t  b y  su c h  a  sy s te m  o f  bo o k k eep in g , th e y  a re  
m is le a d in g  th e  ta x p a y e rs  of th e  c o u n try .”
So fa r so good. Such a Bureau will collect statistics, 
but w hat then ? The use of statistics alone will cor­
rect no evil and produce no results. You can exercise 
only a general supervision through accounts and 
statistics. The analysis m ust be entrusted to specia­
lists with no interference from or responsibility to 
local management. I t is ju s t here th a t the services 
of qualified certified public accountants would be of 
great benefit to our Government. W hat a pity th a t 
the accounting talent th a t could be summoned to the 
aid of the Government to bring about real economies 
is wholly ignored. I t is the skilled accountant who 
could take these statistics and use them  to the great­
est advantage, looking towards greater sources of
revenue and economics in operation. The uninformed, 
however, seem to think th a t vast numbers of both 
related and unrelated figures when compiled are in 
themselves a panacea to the  solution of general 
problems.
I t is submitted th a t the saving in the purchase of 
all materials and stores used by the Government 
through a unified purchasing agency would save more 
money for the taxpayers than any step th a t has as 
yet been proposed. This saving would be good ac­
counting, but might be considered poor politics, be­
cause the elimination of Government offices and jobs 
means fewer persons to be rewarded politically.
We recommended to Congress the appropriation of 
a fund for the employment of qualified certified public 
accountants not connected with any Department of 
the Government, who shall study statistics and ac­
counts already on hand and recommend action to save 
money for the taxpayers.
Government bookkeeping is a joke to any certified 
public accountant who knows the facts. I t is the 
only large business th a t continues to operate on a 
cash receipts and disbursements basis. We would 
not install such a system for so humble a business as 
the operation of a peanut stand.
FRANK WILBUR MAIN.
MID-YEAR MEETING OF THE  
BOARD OF DIRECTORS
THE Board of Directors of the American Society of Certified Public Accountants, on call of Presi­
dent Lunsford, met in Washington, D. C., a t the 
Washington Hotel, on Wednesday, April 14, 1926.
Of the twenty members of the Board the following 
eleven were present: President, H. E. Lunsford; Vice 
Presidents, Charles Hecht, A. Lee Rawlings, H arry
B. Scott; Secretary, W. L. H arrison; Treasurer, James 
A. Councilor; Directors, Second District, Homer A. 
Dunn and J. S. M. Goodloe; Third District, C. C. Crog­
gon; Seventh District, Carl E. Dietze; E ighth Dis­
trict, P arry  J. Barnes.
The report of the special committee on Revision 
of the Constitution and By-laws of the Society, com­
posed of Homer A. Dunn, Chairman, D. W. Springer 
and James A. Councilor, was presented and engaged 
the attention of the Board of Directors for the m ajor 
portion of the session. The report was adopted with 
certain minor changes and the revision ordered 
to be submitted to the membership for a mail ballot. 
(The ballot was mailed out to the membership on 
April 20.)
The Board accepted the invitation of the District 
of Columbia Institute of Certified Public Accountants 
to hold the next annual meeting of the American Soci­
ety in Washington, D. C. and set the dates of the 
meeting for September 23 and 24, 1926.
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IGNORANCE
BRUCE BARTON, the well known author and ad­vertising expert, has recently w ritten a most il­
luminating book—THE MAN NOBODY KNOWS. In 
the introduction he tells of his dislike, as a small boy, 
of church and Sunday school and of his impression of 
Jesus as a tall-young man with long hair, a sad face 
and flabby muscles. As he learned more of life, how­
ever, he realized th a t no man could build a great or­
ganization without personal magnetism and great 
strength, and so, forgetting his theological concep­
tions, he began to study directly w hat those who knew 
Him had recorded in order to ascertain w hat kind of 
a person Christ really was. His book is the result. 
I commend this book particularly to those to  whom 
the church has no particular appeal.
Since reading this book, there has constantly been 
running through my thoughts the fact th a t we not 
only do not know the Great Master, but th a t we do 
not even know the members of our own families, our 
own associates and our own friends. From time to 
time we are astounded by the heroism, courage and 
genuine worth of someone whom we have thought 
very lightly of as fa r as the real qualities of life are 
concerned.
If it is true th a t we do not know the people we 
really like and admire and who are close to us in 
everyday life, how much more is it true th a t we do 
not know our competitors, our opponents, or those 
whom we do not like. Thanks to organizations such 
as the American Society—we are coming to know 
better our competitors, and many of us number 
among our most valued and closest friends our fellow 
certified public accountants. Not many years ago the 
general tendency was to classify competitors in an en­
tirely different category. To be able to actually know, 
however, one who dislikes us thoroughly and whom 
we likewise abhor, is a true test of a clear and un­
biased vision. Such a vision Abraham Lincoln and a 
few others have seemed to possess.
If  we know little of Christ and our fellow human 
beings, how much more so is it  of other callings, other 
professions and other businesses, to say nothing of 
our own profession. A few generations ago in Great 
Britain the honorable callings were confined to the 
army, the navy, the nobility and the professions. An 
army or navy officer, a man of leisure, or a member of 
a profession could violate practically all the moral 
laws and still maintain his social positon. If  he went 
into business, he was immediately ostracized socially. 
Our own profession came from Great Britain and it  is 
perhaps because of this inherent abhorrence of busi­
ness th a t the codes of our profession have invariably 
classified along with fraud and misrepresentation, ad­
vertising and salesmanship. For one accountant to 
accuse another of using business standards ra ther 
than professional standards was about the worst 
charge th a t he could make. Many an old-school ac­
countant has been willing to overlook the violation 
of  many of the  precepts of the moral code but, with 
the viewpoint of the Ancient Pharisee, has looked
with contempt upon the Publican who m ight hap­
pen to hold to the advertising and salesmanship ideals 
of a business man.
If we are fair-minded, we must admit th a t the busi­
ness man—even the advertising man and the sales 
manager—loves his family in the same way th a t we 
do and if we have taken the time to  make a careful 
study of the situation and are entirely honest, we m ust 
admit th a t our advertising and sales manager 
brothers have done more to raise the ideals and prin­
ciples of business than  even we have. A t the present 
time, national advertising is on as high a plane, as re­
gards quality and genuine service to the public, as 
the reports of the professional accountant through­
out the country, fa r  and wide.
I t will be a long time before our theological preju­
dices and bias will enable us to see the Man of Naz­
areth as He really was. I t will probably also be some 
time before we will be able to see clearly the real 
ideals of business and cease classifying in our codes 
as twin sins to fraud and misrepresentation, advertis- 
ing and salesmanship. F RANK WILBUR MAIN.
TH E NATURAL BUSINESS YEAR
OUR readers will be interested in the work which Mr. A. C. Littleton of the Bureau of Business 
Research of the University of Illinois, Urbana, Il­
linois, is doing. The problem which the public ac­
countant has had to face in doing such a large por­
tion of his work a t one season of the year due to 
the practice of business firms closing the ir books 
with the calendar year, has been an annoying one 
for many years. Mr. Littleton’s research will un­
doubtedly be of great benefit to the profession. We, 
therefore, urge our readers to co-operate with him 
in the manner suggested in his le tter to us under 
date of April 20, 1926, which is as follows:
E d ito r ,  T H E  C E R T IF IE D  P U B L IC  A C C O U N TA N T:
In  g a th e r in g  in fo rm a tio n  fo r  a  b u l le t in  on  T h e  N a tu ra l  
B u s in e ss  Y e a r  w e h a v e  h a d  a  la rg e r  p e rce n ta g e  of re p lie s  to  
re q u e s ts  fo r in fo rm a tio n  d ire c tly  f ro m  b u s in e ss  h o u se s  th a n  
fro m  p u b lic  a c c o u n ta n ts . W e a re  o u rse lv es  re sp o n sib le  fo r  
t h a t  u n ex p ec ted  s i tu a t io n , I  th in k ,  b ecau se  w e  th o u g h tle s s ly  
s e n t  o u t th e  in q u iry  to  a c c o u n ta n ts  d u r in g  th e i r  b u sy  season . 
T h e  w o rse  p a r t  of th e  r u s h  is  n o w  o v e r  a n d  w e h o p e  th e  p ra c ­
t ic in g  a c c o u n ta n ts  w ho  h a v e  n o t  y e t  g iv e n  u s  t h e i r  e x p erien c e  
w ill do so now — w r it in g  d ire c tly  to  m e  a t  th e  U n iv e rs ity .
I t  w o u ld  on ly  be  n e c e ssa ry  ( 1) to  l i s t  th e  ty p e s  of b u s in e ss  
th e y  a re  m o s t f a m il ia r  w i th  a n d  ( 2) to  in d ic a te  fo r  e ac h  o ne  
th e  d a te  w h ic h  is  th e  m o s t lo g ica l t im e  fo r  en d in g  th e  fiscal 
y e a r . C o m m en ts u p o n  th e  su b je c t g e n e ra lly  o r  w i th  re sp e c t 
to  a n y  specific  in d u s try  w o u ld  a lso  be  v e ry  u se fu l, i f  th e  
a c c o u n ta n t  c a re s  to  m ak e  a n y .
W e sh a ll  be  g lad  to  se n d  a  copy o f  th e  co m p le ted  b u lle t in  
to  e ach  o ne  co -o p era tin g .
A. C. L IT T L E T O N , A s s is ta n t  D ire c to r. 
B u re a u  o f B u s in e ss  R esearch ,
U n iv e rs ity  of I l lin o is , U rb a n a , I l l .
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Fiscal Year Closings F o r Seasonal Businesses
T HE subject announced as as­signed to me, if followed liter­
ally would exclude discussion of 
businesses th a t are not considered 
seasonal. Visualizing the subject 
in its broadest sense, I will include 
all classes of businesses.
The custom of closing the nomi­
nal or trading accounts evidently 
is the result of the old custom of 
taking an annual inventory of one’s 
possessions, and the logical tim e to 
do this, under the old single entry 
method, was December 31, of each 
year and no doubt was the result 
of New Year resolutions. A 
custom once established and fol­
lowed for years, becomes in the 
minds of m o st men the correct 
thing th a t should be done.
The custom of closing the books 
on December 31, and preparing fi­
nancial statements for the year 
ending December 31, is so firmly 
established th a t little thought has 
been given to the economy or value 
of satistical information prepared 
on the calendar year, as compared 
to the natural business year. 
Yearly closing periods are recog­
nized as a necessity, and the ec- 
nomical time to close the accounts 
is the end of the natural business 
year.
Businesses may be divided in 
two m ajor groups—those with sea­
sonal business and those whose 
operations are comparatively con­
stant. By seasonal businesses I 
mean those which are influenced 
by crops or the different seasons 
of the year.
As illustrations: farm ers; mer­
chants whose sales are largely to 
farm ers; cotton m erchants; grain 
elevators; textile m ills; grain mil­
lers; cotton seed and peanut oil 
mills; shoe, clothing, and ladies 
ready-to-wear sto res; banks whose 
principal credit is to farm ers; 
theatrical organizations and their 
allied enterprises; summer or 
w inter resort hotels; automobile 
m anufacturers who adopt a  policy 
of new model cars each year; all
B y  JA M E S  L . R E S P E S S , C . P .  A ., o f  
t h e  f irm  o f  R e s p e s s  a n d  R e sp e s s , C . P .
A .’s, A t la n ta ,  G a . P a p e r  r e a d  a t  
m e e t in g  o f th e  S o u th e a s te r n  A c c o u n t­
a n ts  h e ld  in  A t la n ta ,  G e o rg ia , W e d ­
n e sd a y , A p r i l  21 , 1 9 2 6 .
outdoor operations in climates of 
intense cold th a t prohibits full 
operations throughout the year; 
cutting and storage of ice in the 
northern states. Some of these as 
well as many others have seasonal 
operations th a t may extend for a 
few months or may extend over 
the entire year, or may have sev­
eral seasons in one year.
Illustrations of those whose 
operations are comparatively con­
stant are: public utilities, banks 
and tru s t companies in commercial 
centers; contractors and construc­
tion companies in climates th a t 
permit operations over the entire 
year; baggage, storage and trans­
fer companies; commercial hotels; 
cement industries in the southern 
states; department stores whose 
stocks are so complete th a t the 
seasons do not make a material 
difference; crude oil production re­
fineries, and distribution of their 
products; dairy products; surety 
and insurance companies and their 
agencies.
The seasonal and non-seasonal 
businesses should be fu rther di­
vided in two groups—those whose 
inventory values are material 
factors in their financial state­
ments, and those who have no in­
ventory or being of small conse­
quence in determining profits or 
losses.
The natural business year or 
closing of the records for a busi­
ness whose inventory is a  material 
factor, is th a t period when the in­
ventory is a t its lowest or between 
seasons where the change of styles 
is most pronounced. For those 
whose business is seasonal, but 
having no inventory of conse­
quence, the closing period should 
be between the seasonal activities, 
and if there is more than one sea­
son to the twelve months, the 
period should be between the most
 pronounced changes. Concerns 
having a constant business and no 
inventory of consequence could 
adopt the end of any month for 
their closing period, without incon­
venience or expense.
I have recently gathered infor­
mation from various accounting 
firms and statistical bureaus, and 
the result w arrants the statem ent 
th a t 75% to  80% of all businesses 
close their records as December 31, 
each year, while December 31 is 
the natural business year for only 
20% of all classes of businesses. 
Included in the 20% are concerns 
whose business is constant and in­
ventory is no m aterial factor, and 
were classed as December 31, on 
account of taxes. Therefore, it  is 
my opinion th a t not over 15% of 
all businesses have an economical 
natural business year as a t De­
cember 31.
The natural result of such condi­
tions in so fa r as affecting the pro­
fession of accountancy is very ob­
vious, and is revealed very clearly 
by replies to questionaires sent to 
various accounting firms.
The questions asked and my con­
solidations of the answers are as 
follows:
Q. Number of clients with fiscal 
year December 31. A. 80%.
Q. Per cent of clients whose 
work can be done periodically 
throughout the year. A. 15%.
Q. Per cent of revenue from 
clients having fiscal year Decem­
ber 31. A. 60%.
Q. Percentage of clients where 
inventory is not a material factor 
in closing records. A. 30%.
Q. Percent of clients th a t close 
December 31, where their inven­
tories w arrant closing a t other 
periods. A. 75%.
Q. Average of employees during 
January, February, and March.
A. 100%.
Q. Average employees during 
the other nine months. A. 60%.
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Q. Lowest percentage of em­
ployees during year to January, 
February and March. A. 50%.
The remedy to these conditions 
is convincing statistics given indi­
vidually by accountants, locally 
through state societies, and na­
tionally through the national so­
cieties or associations of account­
ants.
The statistics given should be 
gathered on a national basis, clas­
sified as seasonal and non-seasonal, 
and sub-classed into inventory and 
non-inventory; also classified into 
geographic sections, giving the 
natural business year of each class 
according to the geographic sec­
tions. In presenting such sta­
tistics individually the accountants 
should have sound reasons why the 
particular business should change 
their fiscal year, while on a na­
tional scale group reasons should 
be presented.
In presenting reasons to a client 
or prospective client why he should 
change his closing period from De­
cember 31, to his natural business 
year, accountants will be asked: 
“Why change my established prac­
tice of closing my records on De­
cember 31, ju s t to give account­
ants work throughout the year?” 
If the accountant has determined 
the client’s natural business year 
and cannot convince the client tha t 
it will save him money and his 
statistical information will be 
more useful for comparisons, then 
the accountant should present his 
case from the standpoint of econ­
omy of service by accountants. In 
my opinion, th is point would be 
presented as follows:
Accountants are more than mere 
men to  be employed to  compile re­
ports. We are in the highest sense 
professional men or scientists of 
the commercial world to be en­
gaged for the purpose of properly 
interpreting business transactions 
and presenting results in such 
manner th a t a layman can readily 
understand results and know the 
financial condition a t a  certain 
date. Such reports create in the 
minds of creditors respect for the
business audited, and if the report 
shows a sound financial condition 
confidence is created. You are one 
of those who have been getting 
such reports of your business, but 
are you securing the full benefit of 
the professional services by ac­
countants, when statistics show 
80% of concerns have closing 
periods a t December 31, and not 
over 33 1/3% having audits by ac­
countants. This condition is due 
largely to the fact tha t you as well 
as the rest of the 80% have held 
to the old custom of taking inven­
tory December 31, and making 
New Year resolutions, which pre­
cludes a large per cent of firms 
from having audits, for the reason 
sufficient trained accountants are 
not available to make audits for 
this 80% of concerns who have 
closing periods December 31.
You are doing business with 
part of these who do not have 
audits, which affects to a certain 
extent your operations. W hat af­
fects the country as a whole us­
ually affects individual concerns. 
Credit is being extended more and 
more on statem ents of accountants 
and to  meet this increased demand 
there m ust be in continual tra in ­
ing junior accountants. I t  is im­
possible to train  junior account­
ants on a continual basis unless we 
have the cooperation of businesses 
to the extent of their adopting 
their natural business year as their 
closing period. I believe such a r­
guments will convince many busi­
ness men to the extent of their 
making the change.
When we have secured a com­
paratively uniform spread of fiscal 
years over the calendar year, we 
will have advanced fa r toward a t­
taining a high standing as profes­
sional men. We will then be in a 
position to engage junior account­
ants on an annual basis, and train  
them to the high ideals of the pro­
fession. So long as less than 60% 
of the January, February, and 
March staff is retained during the 
entire year we are not in a sense 
professional men, but are in reality 
commercializing man service.
FOURTEENTH ANNUAL MEET­
ING OF CHAMBER OF 
COMMERCE OF 
U. S. A.
The Chamber of Commerce of 
the United States of America will 
hold its Fourteenth Annual Meet­
ing in Washington, D. C., May 11 
to 13, 1926. Meetings of the Na­
tional Council will be held on Tues­
day, May 10, 1926.
The following delegates have 
been appointed to represent The 
American Society a t this m eeting: 
Frank Wilbur Main, Pittsburgh, 
Pa., who will also serve as National 
Councillor; H. E. Lunsford, Kansas 
City, Mo.; H arry B. Scott, P itts ­
burgh, P a .; M artin Kortjohn, New 
York C ity ; Chester M. Foss, Port­
land, Maine; Henry J. Miller, New 
Orleans, L a .; George G. Scott, 
Charlotte, N. C .; Charles Carroll 
Croggon, Baltimore, M d.; John J. 
Miller, Washington, D. C .; James
A. Councilor, Washington, D. C. 
The following substitute delegates 
have been appointed: Thomas L. 
Berry, Baltimore, Md.; Thomas H. 
Evans, Detroit, Mich.; Clifford R. 
Dawson, Atlanta, Ga.; Robert H. 
Eaton, Savannah, G a.; Jonathan
B. Cook, Chicago, Ill. ; Gardner W. 
Kimball, Philadelphia, Pa.; E. J. 
Calloway, Tacoma, W ashington; 
James B. Grice, Washington, D. C .; 
Frank S. Chappell, Washington, 
D. C.
MR. HAMEL’S BOOK ON PRAC­
TICE AND EVIDENCE 
BEFORE THE U. S.
BOARD OF TAX 
APPEALS
An announcement th a t will be 
received w ith an unusual amount 
of interest by certified public ac­
countants throughout the country 
is th a t being made by Prentice- 
Hall, Inc., of the publication of a 
book on “Practice and Evidence be­
fore the U. S. Board of Tax Ap­
peals” by Charles D. Hamel, first 
Chairman of the Board of Tax Ap­
peals and formerly Chairman of 
the old Committee on Appeals and 
Review.
134 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T May,
T h e  D ual P rofession
W HETHER or not an individual can qualify as an account- 
ant-lawyer or lawyer-accountant 
seems, ju s t now, to be a much 
mooted question among members 
of both professions. Since the 
number of individuals possessing 
the dual training is comparatively 
small, and its value is, practically 
unknown to the public, it seems 
th a t the m atter is yet of insuffici­
ent m aturity to w arrant a final 
opinion. No doubt should exist, 
however, regarding the value of 
the combined training and the 
logical processes to which it may 
be applied in certain classes of cor­
related service now performed by 
professional accountants and at- 
torneys-at-law.
Definite and adequate training 
should form the basis of a profes­
sional career. The extent of the 
training other than  a prescribed 
curriculum or as required by the 
respective State Boards is, of 
course, dependent on the facts and 
circumstances surrounding the in­
dividual. Some seek professional 
training as a means of earning a 
livelihood; others as a means of 
social refinement, while others ac­
quire it purely for the educational 
value. Training for any one of the 
enumerated, purposes is a worth­
while investment. The m ajority of 
those who acquire professional 
training do so with a definite ob­
jective in view and are classed 
within the first group.
If an individual has successfully 
acquired an adequate training in 
commerce, and upon examination, 
is admitted to practice as a certi­
fied public accountant, there is, no 
particular reason why this same 
individual should not be fully com­
petent and able to pursue a general 
course in law, secure a degree, and 
upon successfully passing the ex­
amination given by the State Board 
of Law Examiners, be duly ad­
mitted to the bar as an attorney 
and counselor a t law. Since both
B y  L E L A N D  E . T E R R Y , L L . B ., C. P . A ., 
D e tro it ,  M ich ig an .
professions are now regulated by 
laws of the individual States and 
rules of a board created by and 
under these laws, the qualifications 
of individuals admitted to practice 
in either or both of these profes­
sions are very definitely deter­
mined before admission is granted. 
Therefore, having been admitted 
according to prescribed rules and 
standards adopted by these author­
itative bodies, the individual enter­
ing the combined practice of ac­
counting and law should undertake 
his duties fully cognizant of the 
responsibilities imposed upon him. 
Where the State has granted the 
right to practice in a dual capacity, 
I ra ther doubt if the ability of 
these individuals should be ques­
tioned any more than the ability 
of others who have qualified in one 
profession.
If a certified public accountant 
has acquired sufficient knowledge 
to practice accounting, why should 
not this same individual afte r hav­
ing completed a prescribed course 
of study in the law, and having met 
the same statutory  requirements 
as the legal practitioner, render 
legal advice ju st as ably as the law­
yer ? If the accountant has secured 
proper training in the law he will 
be fam iliar with the usual practices 
of lawyers, and will, no doubt, 
adopt these practices in the con­
duct of his professional duties. If 
he does, he should be equally quali­
fied to render a legal opinion. In 
many instances the accountant’s 
knowledge of business generally, 
would enable him to give invaluable 
advice to his clients. His famili­
arity  with court records and pro­
cedure will, of course, be depend­
ent on the nature and volume of 
legal work undertaken, but anyone 
familiar with the practice of the 
law knows th a t a large part of the 
work handled by attorneys is car­
ried on entirely independent of the 
courts.
Many advantages accrue to the 
dual practitioner in handling Fed­
eral tax  cases. While this feature 
has not been emphasized as strong­
ly as possible during the past, one 
having knowledge of tax  practice 
and the various phases through 
which a case may pass during liti­
gation, can not deny the advantage 
of handling by one individual a t all 
stages preceding final judgment, 
ra ther than a partial handling by a 
certified public accountant to and 
including the Board of Tax Ap­
peals, and then transferring a t this 
point to  an attorney for fu rther 
prosecution in courts of law. This 
is one of many classes of profes­
sional service where the double 
qualifications may be used very ef­
fectively. Close study and observa­
tion will reveal many advantages 
in cases of incorporation, consoli­
dations and mergers, financial in­
vestigations, receiverships, liqui­
dations, partnership accounting 
and dissolution, trusteeships, and 
administration of estates.
No doubt some time m ust elapse 
before this highly specialized serv­
ice will be fully appreciated by 
bankers, business men and the pub­
lic generally. They m ust learn to 
know these men as specialists in 
certain phases of professional serv­
ice ju s t as definitely and distinctly 
as they know the attorney and cer­
tified public accountant in their 
present professional standing. 
They m ust become accustomed to 
knowing these specialists as they 
know the specialist in surgery, 
readily distinguishable from the 
mass of general practitioners in 
the medical profession. As a re­
sult of my contact w ith members 
of both professions and the serv­
ices performed by each, I am of the 
opinion th a t there is a specialized 
field in certain classes of service, 
yet undeveloped, wherein the serv­
ices of one having the dual train- 
(C o n tin u e d  o n  p a g e  155.)
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T h e  E th ics o f  Public A cco u n tin g
I  Do not like th a t word eth ics; it means so many different 
things to different people. Sup­
pose we substitute a t the s ta rt the 
word Sportsmanship. That is 
ra ther a new thing in business, and 
in some lines of sport for th a t m at­
ter. Up to sixty years ago, pugil­
ism was ju st free-for-all fighting. 
Nothing was barred. You could 
h it below the belt, trip your op­
ponent up, gouge his eyes, do any­
thing to put him out of the fight. 
I t was a thoroughly disreputable 
affair, and the public took no 
special interest in it. Then a cer­
tain Englishman introduced what 
have since been known as the 
Marquis of Queensberry rules. 
That put pugilism on an entirely 
different basis. I t became a  con­
test of skill instead of mere bru­
tality. The public began to take 
an interest in boxing contests as a 
legitimate form of manly sport. 
And the Spirit of good sportsman­
ship developed. A man was ex­
pected to fight fair. If he h it be­
low the belt, he would not only be 
disqualified; he was regarded as a 
poor sportsman, who was not play­
ing the game according to the ac­
cepted rules.
Up to the beginning of th is cen­
tury, almost every line of business 
in America was a free-for-all fight. 
I t was each man for himself, and 
the devil take the hindmost. A 
competitor was an enemy. The ob­
ject was to steal his business, and 
it did not m atter much how you 
did i t ; or a t least to keep him from 
stealing yours. I t did not work 
well for anybody. And so in one 
line of business a fte r another com­
petitors began to come together in 
associations like yours which is 
meeting tonight. They began to 
develop a certain spirit of sports­
manship, of fa ir play. They 
worked out certain rules accord­
ing to which the game of compe­
tition should be played. To give 
you an idea of the extent of this 
movement, I have in my collection 
about 300 codes, where the ethics
B y  P r o fe s s o r  E d g a r  L . H e e rm a n ce , 
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of an industry or profession has 
been w ritten down.
In your own profession, through 
the various organizations th a t 
have been formed, from 1886 on­
ward, the spirit of good sportsman­
ship has been developing. There 
are certain things which a good 
public accountant will not do, be­
cause it is bad form, it is hitting 
below the belt. I t is considered 
bad form to try  to steal one an­
other’s clients. You haven’t  any 
property righ t to the particular 
clients who have been employing 
you; the other fellow hasn’t  any 
property rights to his clients. If 
a firm which has been employing 
some other public accountant de­
cides to change and employ you, 
th a t’s all fair. But for you to take 
the initiative and try  to get th a t 
firm to change and employ you, is 
a very different thing. No ac­
countant, if he is a gentleman, 
will do tha t. I t’s bad sportsman­
ship. That rule may seem pretty  
hard to the man ju st starting  
as a public accountant, but i t ’s 
the way the game has to be played. 
So with soliciting the employee 
of a competitor. If he comes 
to you of his own accord, you 
may take him into your office, 
but courtesy requires th a t you call 
up his former employer and ex­
plain the m atter. You cannot run 
down another public accountant, or 
criticize the work he did on a for­
mer job. That again is h itting  be­
low the belt; i t ’s not playing the 
game on the square. You would 
not like to have your competitor 
slander you.
There is a still more im portant 
thing which ethics means, and th a t 
is Mutual Protection. Call it trade 
unionism, if you like; i t ’s a legiti­
mate and necessary kind of trade 
unionism. You men have all 
passed an examination to deter­
mine your fitness, and it is a good 
stiff examination. You have been 
given the exclusive righ t to prac­
tice as certified public accountants 
in the State of Connecticut. W hat 
value attaches to those letters C. P.
A. afte r your name, in the minds 
of the employing public? Just the 
value you men earn. As a m atter 
of mutual protection, you have to 
see to it  th a t C. P. A. stands for 
something. According to your 
code it m ust mean careful and 
honest work. Suppose a public ac­
countant is employed to audit a 
company’s books, and a serious 
error appears in his audit, due to 
sheer carelessness on the part of 
the accountant, or some one on his 
staff for whom he is responsible. 
When th a t error is found out, as 
i t ’s bound to be sooner or later, 
people will say: “W hat do these 
certified public accountants amount 
to anyway? Our own company au­
ditor would have answered ju st as 
well.” I t hu rts  every certified pub­
lic accountant in the State of Con­
necticut. You have come to see th a t 
you can’t  afford to let th a t sort of 
thing happen.
I t  may be worse than that. A 
company’s affairs are badly in­
volved. The public accountant is 
told to tw ist his statem ent so as to 
conceal the real situation. Perhaps 
they offer him an extra fee if he 
will do tha t, or his future employ­
ment depends on it. If he yields to 
the temptation, and the facts come 
to light, as they will, the title C. 
P. A. goes way below par. As a 
m atter of mutual protection you do 
not allow th a t kind of a man to 
continue as a member of your as­
sociation; he’s a scab, a blackleg, 
a tra ito r to professional honor. He 
is so dangerous to all the rest of 
you, th a t you lodge a complaint 
with the State Board and see th a t 
he is disbarred from practicing as 
a  C. P. A.
Take the m atter of advertising.
136 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T May,
Why are public accountants not 
expected to advertise their individ­
ual business? Because you can’t  
afford to advertise. I don’t  mean 
th a t you can’t  pay for it. Some 
of you could buy a whole page ad 
and never feel it. But as a profes­
sion you cannot afford to allow 
your members to advertise their 
business.’ Many men entering on 
public accounting do not under­
stand the reason for that. I find 
many lawyers and doctors do not 
quite understand it. But the rea­
son is this. W hat you have to sell 
the public is a particular kind of 
responsible personal service th a t 
you are equipped to render. I t is 
something th a t cannot be pro­
moted like breakfast food or suits 
of clothes or suburban lots. If you 
allowed public accountants to toot 
the ir own horns in the advertising 
pages of the newspapers, it  would 
not only cheapen your profession 
in the eyes of business men, it 
would bring the poorest grade of 
public accountants to the  front. 
The only kind of advertising con­
sidered by anyone who is seeking 
an efficient and trustw orthy audi­
to r is his reputation among other 
accountants and in the community 
a t large.
And so I m ight go on through 
all the rules or principles of pro­
fessional conduct th a t have been 
growing up in the profession of 
public accountancy in this country, 
growing up ra ther slowly, much 
more slowly than in England, but 
already definite enough so th a t 
they are part of the professional 
atmosphere in which you live and 
work. The rule th a t information 
secured in your practice as a pub­
lic accountant is confidential and 
privileged. I t  is not to be used for 
your own private gain. I t is not 
to  be divulged to anyone, except 
as required by our criminal and 
bankruptcy laws. Such a rule is 
necessary, because if accountants 
abused this confidence, no one 
would w ant to employ them. The 
rule th a t no accountant should 
sign a statem ent unless the work 
has, been done by himself or under
his immediate supervision or by an 
authorized member of his staff. 
W ithout tha t, C. P. A . service 
would have no value, no standing. 
The shyster who, without examin­
ation or certificate, puts up his 
shingle as Public Accountant, 
could do the work ju s t as well. 
The rule th a t there should be no 
splitting of fees w ith an outsider 
who brings you business, no com­
mission for your work other than 
your regular fee, no contingent fee 
to be paid if an issue of stock is 
successfully floated. The account­
an t who will take th a t is an un­
safe man. He is necessarily bi­
ased; he is no longer impartial. He 
lowers the standing of the profes­
sion. To protect yourselves, to 
protect the reputation of C. P. A. 
in the community, you have taken 
a stand against such practices, ju st 
as the lawyers and doctors have 
done.
You will agree, I think, th a t pro­
fessional ethics is not merely tra ­
dition, or sentiment. I t  is not an 
extra frill which you m ight put on, 
like a dress suit on certain occa­
sions, to make an impression on 
the world. I t is a necessary part 
of your business. I t is the body 
of custom and public opinion with 
which your profession has sur­
rounded itself in the course of 
years, as a  protection against the 
incompetent and the dishonest, 
against all within and without 
your group who would bring the 
certified public accountant into 
disrepute. To follow this body of 
custom and public opinion is a duty 
which each man owes to his fellow 
practitioners because without it 
the profession cannot be carried on 
by any member. The interests of 
each are the interests of all.
There is one other aspect of 
ethics which I want to touch on, 
and th a t is Public Service. You 
are paid for the work you do. The 
fee should be commensurate with 
the time required, the responsibil­
ity  assumed, and your knowledge 
of th a t special class of work. The 
cutting of prices in order to get 
business is not to be encouraged.
But the man who worked simply 
for the money there was in it 
would make a very poor account­
ant. Public accounting started as 
a business, but it  is more and more 
coming to be recognized as a pro­
fession, a calling, a form of public 
service. Your ultimate client, as 
Herbert F. French has said, is not 
the man who pays the bill for the 
services rendered, but the general 
credit public. Unless the work is 
performed in such a  way th a t it  is 
accepted as trustw orthy by the 
public, the accountant’s service is 
of no real value even to the client 
who pays the bill. There are still, 
in the business world, and perhaps 
always will be, a great many shady 
financial transactions and pro­
motions. The public accountant is 
not merely a glorified bookkeeper, 
verifying the footings in ledgers, 
and checking entries and vouchers 
to see th a t no cash has been stolen. 
He is a man on whom we depend to 
judge of the financial soundness of 
a company. We m ust be in a posi­
tion to  tru s t you, because you are 
impartial, because you have access 
to all the facts. The people for 
whom you are really working are 
the thousands of men, and some­
times women and children, whom 
you have never seen and never will 
see, who depend on your state­
ments to determine whether to in­
vest in th a t stock or not. A busi­
ness man may pad his assets, and 
the interested banker may encour­
age him to do so, in order to float 
a new stock issue. If you suspect 
th a t the assets are padded, and 
still sign your name to the state­
m ent: “I certify th a t the above 
balance sheet and statement, in my 
opinion, correctly set forth  the fi­
nancial condition of the company 
as of Dec. 31, 1925” it is not only 
a lie. I t borders on treason. I t’s 
a betrayal of the community. I t’s 
like an officer in war tim e surren­
dering a fo rt to the enemy on de­
mand. The time will come 
when such an accountant will be 
shot a t sunrise, or visited with 
th a t scorn and ostracism which 
will be an even severer penalty.
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Lost, a T a x  Case —  A n d  W h y
C O  much has been heard on all 
sides relative to the so-called 
unfairness on the part of the Gov­
ernment in connection with the set­
tlement of income tax  m atters th a t 
it  is opportune to touch upon some 
of the more intim ate elements 
forming the sentiment which has 
led up to this accusation.
The difficulty, as a m atter of 
fact, lies not so much with the 
Government as it does w ith the in­
ability of those who have been de­
feated to present their cases in a 
simple and intelligible manner. 
The innocent dupe, in most cases, 
is the unsuspecting taxpayer who, 
being impressed with such titles 
as “tax  expert,” “tax  consultant,” 
“tax accountant,” and “tax specia­
list,” freely spends his money on a 
hopeless case when he is in trouble, 
instead of previously spending it in 
having his return  properly made 
out, in the first instance, by some 
one competent to do so.
To a careful observer the Wash­
ington reaction is th a t many de­
vices are used to “put it over” on 
the Government, and the officials, 
therefore, are on the defensive 
righ t from the start. This condi­
tion, which is unfortunate, is the 
result of the operations of numer­
ous incompetents who profess to 
be “tax experts,” but who, in re­
ality, would make poor butchers. 
They have no imagination, no sim­
plicity of action; and their work 
is built upon a crude technical 
foundation which they, themselves, 
barely comprehend. Certain of my 
readers will understand ju s t what 
I mean.
I t is to be regretted th a t we are 
not blessed, here, as in Europe for 
instance, with laws which restrict 
the practice of accountancy to per­
sons suitably qualified to launch 
their endeavors in this very funda­
mental profession. The result is 
th a t the very name “accountant” 
is associated, in some minds, with 
“bookkeeper.” In many instances
B y  M A U R IC E  V . G E N E Z , C. P .  A ., N ew  
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this comparison is an insult to the 
competent bookkeeper.
When an accountant professes to 
know more about your business 
than you do yourself, he is not the 
man for you to retain. This indi­
vidual will lead you to disaster by 
the shortest route. When an ac­
countant professes to have more 
specific legal knowledge than your 
lawyer, he is not the man for you 
to retain. In all legitimate cases 
involving financial facts, including 
income tax  situations, teamwork 
between the accountant and the 
lawyer is an unbeatable combina­
tion.
There are too many good men 
capable of intelligently advising a 
taxpayer ju s t what to do, th a t 
there really appears to be no real 
reason for the flourishing of num­
berless incompetents. A taxpayer 
owes it to himself to inquire into 
the competency of his prospective 
adviser, and no individual offering 
his services as adviser should re­
sent the inquisition.
In some instances when income 
tax  negotiations are on with the 
Government, additional assess­
ments, or the nonacceptance of a 
return of income as filed, results 
from the fact th a t the accounting 
method employed, or the manner 
in which the return  was prepared, 
does not reflect the true taxable 
income. These cases may require 
(and oftentimes do) the rebuild­
ing, on the p art of the accountant, 
of the entire accounting structure 
in order to properly reflect the true 
taxable income; and, surely, this 
type of engagement obviously re­
quires the services of a high-grade 
man. And yet there are taxpayers 
who will employ anybody profess­
ing to be an “accountant” because 
the hire is cheap. Of course these 
cases are lost before they s ta rt and 
the natural result is for the tax­
payer to blame the profession as a
whole, which he unqualifiedly and 
very promptly proceeds to do.
This type of taxpayer, though 
deserving of no sympathy, is to be 
pitied. He foots the bill, fools 
himself, and loses a perfectly good 
case where, had he not been “penny 
wise and pound foolish,” the result 
would have been to his benefit. 
This remark, naturally, applies to 
legitimate cases.
An accountant who advises a 
taxpayer to proceed with an ille­
gitimate case should be barred, for­
ever, from the practice of account­
ancy, and promptly disbarred in 
Washington. A situation of this 
nature, to my mind, is tantam ount 
to securing money under false pre­
tences.
Where an attem pt of this kind 
is deliberate on the part of the tax­
payer he should be advised to go 
on his own for certainly no reput­
able accountant would want his 
name linked with this type of 
scheme. Where the taxpayer is 
the victim of what psychologists 
call an illusory cognition, and feels 
th a t he has a case when, in reality, 
he hasn’t, the accountant should 
set him aright.
Any legitimate case can be won 
by a taxpayer, if  he will only seek 
competent counsel.
Certain cases where there is a 
question of doubt as to interpreta­
tion of the law coupled with finan­
cial facts, should be argued by the 
taxpayer’s lawyer and accountant, 
jointly.
Certain other cases, which are 
hopeless from the start, should 
never be argued—and by following 
this advice the taxpayer will be the 
richer.
“ I  r e a d  a n  acc o u n t o f a  m a n  w ho 
s le p t  p a s t  th e  t im e  f o r  h is  w e d d in g .” 
“ T h a t 's  n o th in g . L o ts  o f  m e n  d o n ’t  
w a k e  u p  t i l l  a f t e r  th e  m a r r ia g e .”— T h e  
K a b le g ra m .
“ Y ou  m u s t  find  b o o k k e ep in g  a  v e ry  
t ir e so m e  e m p lo y m e n t.”
“ O h, I  m a n a g e  to  g e t  e x erc ise  ru n n in g  
u p  th e  c o lu m n s.”— B ro w n  J u g .
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H is to rica l R eview  o f A cco u n tin g
T HE development of social life and especially the formation 
of States or sovereignties levying 
any form of taxation necessitated 
in addition to a knowledge of num­
bers, a power of holding court and 
reckoning. In this we find the 
origin of the science of accounting. 
I t  antidated the stating of accounts 
as we understand them—since th a t 
could not take place until some 
monetary standard had been 
adopted in which the item s com­
posing an account could be ex­
pressed in term s of equality.
In the earliest of such States 
some kind of organization m ust 
have been necessary to collect and 
account for the public revenues, 
and an inquiry into the methods 
of accounting in use among peoples 
of antiquity, and the arrangements 
for administering State property, 
may be of interest before we enter 
upon the investigation of the his­
tory of accounts proper.
The 19th Century added enor­
mously to our knowledge of ancient 
nations. A t the beginning of th a t 
century, history may almost be 
said to have begun with the Greeks 
or Romans. Now we can look back 
on civilized communities existing 
more than five thousand (5000) 
years before Christ.
The Chaldaean-Babylonian Em­
pire is, said to have been the first 
regularly organized government in 
the world. As fa r back as 4500
B. C., civilization in Babylonia had 
already reached a high point pre- 
supposing unknown ages of previ­
ous development. Babylon was 
from the remotest antiquity one of 
the chief commercial centers of the 
East.
So great was its influence th a t 
Babylonia became the language of 
commercial and political influence 
throughout the then civilized 
world.
Among the most notable evi­
dence of the wonderful civilization 
of Babylonia is the monument dis-
B y  O. H . R E IM E R T H , C. P .  A ., P r e s i ­
d e n t  W y o m in g  S ta te  S o c ie ty  o f  C e r­
tif ie d  P u b l ic  A c c o u n ta n ts .  P a p e r  r e a d  
b e fo re  C a s p e r  C h a p te r  o f  t h e  W y o m ­
in g  S o c ie ty .
covered a t Susu, on which is in­
scribed the code of laws promul­
gated primarily for commerce. 
Two of the inscriptions are “If the 
merchant has given to the agent 
corn, wood, oil, or any sort of goods 
to traffic with, the agent shall write 
down the price and hand over to 
the m erchant; the agent shall take 
a sealed memorandum of the price 
which he shall give the merchant.” 
Two, “If an agent has forgotten 
and has not taken a  sealed memo­
randum of the money he has given 
to the merchant, money th a t is not 
sealed for he shall not put in his 
accounts.”
A large number of business rec­
ords have come down to us from the 
period beginning about 2600 B. C. 
dealing with sales, letting, hiring, 
money lending, partnership, etc. 
The medium employed by the anci­
ent bookkeeper, who was called a 
scribe, in preparing these records 
was clay. He wrote with a stylus 
on a small slab, sufficiently moist 
to receive an impression easily, and 
sufficiently firm to prevent the im­
pression from becoming blurred, 
and then he made the record per­
manent by baking or sun drying 
the slab. There are records of two 
banking and money lending firms 
who recorded all the ir transactions 
on these slabs. Records of owner­
ship of property were carefully 
prepared by the State for tax  pur­
poses. This is the very earliest 
data th a t has been discovered deal­
ing with accounts or accounting.
This system of accounting was 
enlarged upon by the Egyptians 
who kept the ir accounts on a pa­
pyrus. This papyrus is an aquatic 
plant which was cultivated in 
Lower Egypt. This papyrus con­
sisted of thin strips carefully sepa­
rated from the stem, laid side by
side, and then covered transversely 
by shorter strips, the whole being 
caused to adhere together by the 
use of w ater and probably some 
gumming m atter. A sheet of this 
kind formed really a sort of a mat. 
In extensive writings a number of 
these sheets were united into one 
long roll, the  w riting m aterials be­
ing a reed pen and ink made of ani­
mal charcoal and oil. Careful rec­
ords of receipts and disbursements 
were made thereon by the Egyp­
tians. Taxes were usually payable 
in kind. For the storing of such 
receipts, treasure houses were 
kept. Upon entering, the taxpayer 
stopped to give record of his pay­
ment, also where he made formal 
delivery. This afforded duplicate 
records valuable for audit pur­
poses.
A fter the Egyptian the next na­
tion of whose methods of account­
ing we have any real information 
is th e  Grecian. The public economy 
of the Athenians shows a highly 
developed system of accounting. 
The administration was in the 
hands of the Senate under whom 
were numerous boards and officials. 
Certain persons were also employed 
as collectors. The subordiate of­
ficers delivered up the revenues to 
others, who either distributed 
them for the public service or kept 
them for security. The public ac­
counts being kept by the clerks 
and controlled by the checking 
clerks, i t  was possible to make the 
scrutiny which was entered into 
a t the expiration of every office. 
Everyone who had had any share 
in the government or adm inistra­
tion from the Senate downwards, 
was subject to this scrutiny. To in­
sure publicity the accounts of pub­
lic officials were engraved on stone 
and exposed in public. Through 
their system of checking they 
established a  sort of primitive 
clearing house system.
In early Rome the fa ther kept 
the family accounts in a blotter or
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memorandum record. Each month 
he transferred these to a register. 
If entry was made therein with 
consent of the debtor it  served as 
sufficient basis for legal suit or 
civil obligation. Bankers used a 
similar record and also a book in 
which customers’ accounts were 
set up. Customers were debited 
on one page and credited on the 
other. Balances were figured peri­
odically. The balance might be de­
manded by the  customer or be con­
tinued. Cash payments were cus­
tomary, but checks were used by 
the wealthy.
In government accounting the 
management and disbursement of 
funds were entrusted to  different 
officers. The official in charge of 
disbursements issued orders on the 
Treasurer, thus providing him 
with a voucher for disbursements 
made.
In early Roman times provincial 
and district treasurers were es­
tablished which were required to 
account strictly to the central 
treasury. A budget was employed 
as a basis for tax  levies. I t  showed 
the requirements of the army, im­
perial household, etc. Under the 
later Empire this system of levy­
ing and collecting taxes became 
highly organized.
A fter the fall of the Western 
Empire, while elaborate methods 
of accounting were continued in 
the Eastern Empire, Roman ac­
counting traditions were continued 
for a time in Italy and in later 
years in the ecclesiastical organiza­
tion. The Pope we know possessed 
enormous revenues, and was a t  
the head of a  large adm inistrative 
body. In the year 1001, there was 
a high official on the papal staff 
whose duties latterly were those of 
an accountant.
In Great Britain the earliest sys­
tems of accounting of which we 
have any record are those of the 
Exchequers of England and Scot­
land, and the oldest account which 
has been preserved is the English 
Pipe Roll of the year 1130-1131. 
Some authorities maintain th a t the
English Royal revenue was audited 
as fa r  back as the reigns of the 
first two Norman Kings but the 
establishment of the English Ex­
chequer is unusually assigned to 
the reign of Henry the I (first) 
which was from 1100 to 1135 A. 
D. From the official records a 
summons was issued half yearly to 
each sheriff requiring him to a t­
tend a t the Exchequer on a speci­
fied day to account for the revenue 
from his farm  or county. A t the 
first meeting the sheriff made a 
payment to account in cash to  a 
required amount and received a 
tally therefor. The tally was a 
narrow shaft of wood on which 
notches were cut representing 
pounds, shillings and pence and a 
superscription setting forth  the 
object and nature of the tally. The 
tally was split in two, so th a t 
each portion showed the amount 
recorded on the original stick, the 
two pieces being fitted together a t 
the final accounting. The sticks 
were called talus, a Welsh word 
meaning “To Pay,” which was in 
time corrupted to “Tally,” from 
which in time was derived the 
“Bank Teller” of ‘the present day. 
These departments in banks were 
first known as “Tally Officers.”
A t the second semi-annual meet­
ing of the sheriffs he was com­
pelled to account for the whole 
years’ charge. This he settled 
partly by production of his tally, 
partly by production of vouchers 
for authorized expenditure, and the 
balance in specie or cash. The ac­
counting was settled on the famous 
Exchequer table. The table was 
covered by a russet cloth which 
was marked in squares by inter­
secting lines, probably with chalk, 
the columns of which represented 
money, columns; the column fa r­
thest to  the righ t of the calculator 
being for pence; the next for shill­
ings; the next for pounds; then 
scores, hundreds and thousands of 
pounds.
The sheriff having duly ap­
peared, the various sums for which 
he had to account were read out 
from the g reat roll. As each item
was announced the calculator a r­
ranged specie or counters repre­
senting the amount thereof in the 
appropriate columns on the side of 
the table fa rthest from him. Be­
low these he then similarly a r­
ranged the sheriff’s various credits, 
subtracted the one set from the 
other and brought out the balance. 
The tallies produced by the sheriff 
were carefully compared with the 
foils in the Exchequer. The dis­
covery of any flaw being immedi­
ately followed by the consignment 
to prison of the fraudulent sheriff.
Thus fa r  history fails to reveal 
any evidence of real bookkeeping 
as we know it today. Still we have 
thousands of so-called merchants 
today who keep books of less ma­
terial value than those in the dark 
ages. Bookkeeping rightly  re­
garded is simply a specialized form 
of the a r t of keeping accounts. I t 
is neither a  discovery of science 
nor the inspiration of a happy mo­
ment, but the outcome of continued 
efforts to meet the necessities of 
trade as they gradually developed. 
One by one the successive steps in 
the evolution of account books were 
achieved till finally i t  was realized 
th a t the transactions of a business 
in their entirety, form a homogene­
ous whole which is capable of be­
ing marshalled in the frame work 
of a system. When th is was dis­
covered there originated w hat is 
known as “double entry” which 
may be said to form the basis of 
all system of bookkeeping worthy 
of the name. The first record of 
a double entry set of books are 
those of some public officials in the 
City of Genoa in the year of 1340. 
This was the first complete system 
of double entry th a t has come to 
the attention of accounting his­
torians. The records of a bank in 
Genoa in 1408 showed th a t they 
had kept their books on the basis 
of double entry and is supposed 
to be the first bank to use such a 
system. In these early systems 
Roman numerals were quite gen­
erally used because the courts ac­
cepted as evidence only books in 
which th is system of notation was
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used. As a rule books were bal­
anced infrequently.
In the year of 1494 Luca Paciolo, 
a  monk and mathematician of 
Venice, gave the first treatise on 
the subject. He called his book 
“Everything about Arithmetic, 
Geometry and Proportion.” He 
states in his book th a t the object 
of bookkeeping is to furnish in­
formation regarding assets and lia­
bilities. His system for which he 
disclaims any credit for originality, 
consisted of three books, a day 
book recording monies received 
and paid out, a journal in which 
formal debit and credit entries 
were made. From the journal, 
footings were made to the ledger, 
the third book. In the ledger the 
folio index always referred to the 
contra ledger account, and never to 
the journal. Paciolo’s book today 
is considered remarkable in the 
minute detail he undertook in ex­
plaining all of his accounts, giving 
his reasons and was the accounting 
Text book of th a t day. In 1543 an 
English translation was made and 
furnished the first tex t on account­
ing in this language. In 1525 an 
Italian by the name of Tagliente 
brought out a modest treatise in a 
litte 24 page pamphlet which was 
more practical for a school tex t 
book than was Paciolo’s, whose 
books were primarily addressed to 
experts. In 1531 Joham Gottlect, a 
merchant of Nuremberg, published 
a treatise which was very practical 
and showed the author thoroughly 
understood his subject. And so 
books were published from time to 
time with variations but all re­
ferred with favorable comment to 
the work of the pioneer Luca Paci­
olo.
Today we have books w ritten on 
all subjects of accounting laying 
particular emphasis on the peculi­
arities of each kind of business.
In the preparation of this paper 
I have endeavored to give you some 
of the high spots in the history 
of accounting, the principal data 
being taken from an old Scottish 
accounting history edited and p art­
ly w ritten by Richard Brown of 
Edinburgh, Scotland.
“ WHAT OUR READERS SAY”
A p r il  9 , 1926.
D e a r  S ir :
Y o u r F e b ru a ry  issu e , p ag e  35, in  re  
A d v e rtis in g , c o n ta in s  som e re m a rk s  a s  
to  w h e th e r  th e  a cc o u n ta n c y  v o c a tio n  m a y  
be d eem ed  a  p ro fe ss io n  o r  B u s in e ss  
S erv ice . M ay I  ad d  so m e th in g  to  th is  
q u estio n . I n  th e  f i r s t  p lace  a s  f a r  a s  
t r a in in g ,  k n o w led g e  a n d  a b il i ty  re q u ire d  
b e fo re  o ne  c a n  p ra c t ic e  a s  a  co m p eten t  
p r a c t i t io n e r  I  w o u ld  c e r ta in ly  sa y  com ­
p a re d  w ith  th e  t r a in in g ,  e tc ., r e q u ire d  in  
so m e o th e r  p ro fe ss io n s  th e  se rv ice  is  p ro ­
fe ss io n a l, b u t  w h e n  y o u  c o n s id e r  th e  
w ay  th e  sam e  is  a t  p re s e n t  h a n d le d , I 
w o u ld  say  i t  is  a  p u re  b u s in e ss  se rv ice  
fo r  th e  fo llo w in g  re a so n s :
(a )  C h a rg in g  c lie n ts  p e r  d iem .
(b) L ess p e rso n a l to u c h  co n n ec ted
w ith  th e  sam e  th a n  o th e r  p ro ­
fe ssio n s.
A n  A tto rn e y  o r D o cto r g e n e ra lly  
ch a rg e s  a cc o rd in g  to  th e  re sp o n s ib ili ty  
a n d  sk ill inv o lv ed , re g a rd le s s  of t im e , b u t 
w h e n  a n  a c c o u n ta n t  m o s tly  c h a rg e s  by  
th e  d a y  only , h e  p u ts  h is  se rv ice s  in  th e  
sam e  c lass  a s  a  M a s te r  P lu m b e r , o r  
c a rp e n te r  o r  o th e r  c o n tra c to rs . N ow  i t  
is  p e rfe c tly  t r u e  t h a t  on  a c c o u n t of th e  
u n c e r ta in ty  of tim e  in v o lv ed  in  o u r  n a ­
tu r e  o f se rv ice s  c h a rg in g  by  p e r  d iem  
m a y  seem  th e  m o s t a p p ro p ria te , y e t  if  
th e re  w a s  a  p ro fe ss io n a l fee  in  a d d itio n  
fo r  h a n d lin g  e ach  case  b ased  u p o n  th e  
n a tu re  of th e  se rv ice s  p e rfo rm e d  o r r e ­
sp o n s ib ility  fo r in s ta n c e :  a  b a la n ce  sh e e t 
a u d it  a g g re g a tin g  fig u res o f sa y  $500,-
000.00 th e  a d d it io n a l  fee  sh o u ld  be five 
tim e s  a s  h ig h  a s  one of $100,000.00. T h is  
I  th in k  w o u ld  a p p e a r  m o re  p ro fess io n a l.
T h e re  is  le s s  p e rso n a l to u ch  in  th is  
p ra c tic e  th a n  o th e rs . C o m p are  a c ­
c o u n ta n cy  w ith  la w  a n d  m ed ic in e . A 
m ed ica l m a n  m ay  becom e a  v e ry  sk il lfu l  
su rg e o n  a n d  g a in  en o rm o u s  re p u te , y e t 
h is  p ro fe ss io n  does n o t  lose  h is  ow n p e r­
so n a l to u ch . H e  m a y  em ploy  a s s is ta n ts  
fo r  less  im p o r ta n t  w o rk , co n n ec ted  w ith  
h is  se rv ices, b u t  y o u  n e v e r  h e a r  of m ed i­
ca l m en  fo rm in g  co m p a n ies  a n d  becom ­
in g  n a tio n a l  o rg a n iz a tio n s . W h en  ac ­
c o u n tin g  f irm s t r a n s a c t  b u s in e ss  in  m a n y  
c itie s  ev en  u n d e r  th e  m a n a g e m e n t o f a  
co m p e ten t m a n a g e r , w h a t  a r e  th e y  b u t 
c o n tra c to rs  fo r  b u s in e ss  se rv ice?
H E N R Y  SC H O O LB ER G , 
H ig h la n d  B ldg., 
P i t ts b u rg h , P a .
H A R D  T O  B E A R
S h e : “ M y h u sb a n d  c e r ta in ly  d oes e n ­
jo y  sm o k in g  in  h is  den . H a s  y o u r  h u s ­
b a n d  a  d e n ? ”
O th e r  S h e : “ N o , h e  g ro w ls  a ll  o v e r 
th e  h o u se .”— W illia m s  P u rp le  Cow.
IN MEMORIAM
A rthur Evans Chandler, C. P. A. 
(Ind. No. 330), died on April 1, 
1926, in the City Hospital a t Akron, 
Ohio. Ten days previous to his 
death he had been operated upon 
for appendicitis. He had appar­
ently rallied from the operation, 
but collapsed following a sudden 
relapse, and the sinking spell 
proved fatal. He was forty-four 
years old and is survived by his 
widow, Leta Morse, and an eight- 
months-old daughter, Hope Caro­
line.
In 1918 Mr. Chandler went to 
Washington, a t the invitation of 
Mr. Homer S. Pace, and served in 
the Treasury Department until the 
end of the war. He was connected 
with the Review Section of the In­
come Tax Unit. He had always 
been active and greatly interested 
in community affairs, taking part 
in the various community fund 
drives and giving his assistance to 
the accounting of civic and char­
itable organizations. A t the time 
of his last illness he was particu­
larly interested in auditing the re­
ceipts from a campaign being car­
ried on to raise funds for the erec­
tion of a new children’s hospital in 
Akron.
Mr. Chandler had been connected 
with public accounting work for 
fifteen years, first a t Edmonton, 
Alberta, then a t Cleveland, Ohio. 
Since 1915 he had been in Akron, 
Ohio. A t the time of his death he 
was the senior member of the firm 
of Chandler, M urray & Chilton, 
Second National Building, Akron, 
Ohio.
W alter Woolcott, C. P. A. (N. C. 
No. 294, 1925), died on February 
8, 1926, a t his home in Raleigh, 
North Carolina. Mr. Woolcott had 
been practicing public accounting 
in Raleigh for about twelve years 
and his standing in the accounting 
profession was of the very highest. 
He received his C. P. A. certificate 
a t the November, 1925, examina­
tion given by the North Carolina 
S tate Board of Accountancy.
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Business Organizations
N o  1: The F unctions o f  the C om ptroller
T HE functions of the comptrol­
ler may be divided into two 
kinds: (1) those th a t are special;
(2) those which are inherent in 
the position and are generally 
exercised where comptrollerships 
are established.
SPECIAL DUTIES OF THE 
COMPTROLLER
It is almost impossible to cata­
logue the special duties of the 
comptroller because these will vary 
so much from industry to industry, 
from plant to plant, and a t given 
times within a single plant.
I t  may be expressed in th is w ay: 
Whenever there is some hard or 
difficult problem to solve, the comp­
troller should have built up such a 
degree of confidence as to make his 
inclusion in the solution of th a t 
problem almost axiomatic. One 
comptroller of a Middle-Atlantic 
company advises th a t within the 
last two or th ree years the comp­
troller of his company has been in­
cluded whenever two or three offi­
cers were selected for the purpose 
of developing any particular new 
policy or plan of procedure. For 
example, when the question of 
group insurance was under consid­
eration, the comptroller was one of
a committee of three to decide on 
the plans and the company which 
was to be recommended to the 
b oard of directors. When applica­
tion was made to the stock ex­
changes for the listing of the com­
pany’s stock, the comptroller was 
one of three officers authorized to 
represent the company. In the de­
velopment and presentation of a 
plan to sell stock to employees, 
which has not yet been completed, 
th e  comptroller is also a  member 
of a committee of two. Whenever 
there is a question of changes in 
prices, change of basic sales plans, 
rebuilding of plants, or questions 
o f  policy of one kind or another, 
th is  comptroller is usually re-
(Reprinted by perm ission o f Policy  
H olders’ Service Bureau, M etropolitan 
L ife Insurance Co.)
quested to present his ideas on the 
subject before final decision is 
rendered.
Under special duties of the 
comptroller m ight properly be in­
cluded the following thought of a 
well-known and highly regarded 
comptroller. “The comptroller has 
a unique place in industry, but too 
many of them  fail to grasp the op­
portunity, and become recorders of 
historical information instead of 
aids and advisors to the manage­
ment. The comptroller should deal 
w ith every function of the business 
and should have a good working 
knowledge of selling, advertising 
and production; in fact, of every 
branch of the business. In addi­
tion he should be well versed in 
taxation and know the funda­
mentals of the law th a t pertain to 
his work.”
The process through and by 
which the comptroller lifts himself 
from the supervision of purely 
routine duties to an outstanding 
place in the affairs of a company 
is vividly illustrated by the follow­
ing information supplied by E. Y. 
Gallaher, Vice-President and Comp­
troller of the W estern Union Tele­
graph Company:
Outside of the supervision of account­
ing m atters and the performance of 
special duties, etc., the comptroller is  
charged w ith the responsibility of seeing  
that the company receives all revenues 
and all m oney which it  should receive, 
and m akes no paym ent not duly author­
ized. To perform these duties, he nec­
essarily  m ust have the right to inquire 
into practically all of the company’s 
operations, because m ost of such trans­
actions involve the receipt and dis­
bursem ent of funds.
In these circum stances, the accounting 
soon resolves itse lf  into a routine m at­
ter; that is  to say, a fter the organiza­
tion has been set up, competent as­
sistants, supervisors, etc., appointed, and
the scheme o f accounting and form s per­
fected , the comptroller establishes a  
System s and Methods Bureau which, in 
a large organization, is  perpetually  
m aintained, w ith a view  of w atching and 
im proving the accounting system . The 
actual accounting becomes a secondary 
m atter, so fa r  as the comptroller per­
sonally is  concerned, perm itting him to  
devote h is attention to m aking the ac­
counts significant for adm inistrative 
purposes. To facilita te  th is object, he 
obtains prom ising young men from  the 
operating departm ents, as opportunities 
occur, and trains them  in accounting; 
thus when operating questions arise he 
has men who thoroughly comprehend the  
physical transactions and, therefore, are 
in a position correctly to express the ac­
counts for  operating purposes, and also  
to  discuss them  w ith the operating  
people.
In a  large organization spread out all 
over the country and also having offices 
abroad, it  is  m anifestly  im possible for  
the comptroller to take direct respon­
sib ility  for all the accounting and, there­
fore, the operating accounting is  done 
by the operating departm ents, under the 
indirect supervision o f the comptroller, 
and the operating accounts are rendered 
periodically to auditors, reporting to the  
comptroller, and geographically located, 
who sum marize such accounts and for­
ward them  to headquarters.
This system  having been established, 
and the comptroller having set up a sta ­
tistical organization, the functions of 
which are to interpret the sum m aries o f  
the accounts as rendered and to con­
vert the inform ation extracted into  
special studies for adm inistrative pur­
poses, it  naturally follow s that the comp­
troller, not only from  his position as an 
elected officer of the company, but also  
because o f the practical inform ation he 
has available, takes part in  the nego­
tiation o f transactions which are in  a 
form ative condition. Success in that di­
rection is  then recognized by an exten­
sion of the special duties assigned to  
him  from  tim e to tim e, as previously re- 
fered to, bringing him into active con­
tact w ith m any m atters o f policy, etc.
THE COMMON FUNCTIONS OF 
THE COMPTROLLER
There are those who are disin­
clined to regard any functions of 
the comptroller as common to all, 
but granting the fact th a t each in­
dustry and each plant has its own
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comptroller problems and th a t in 
fact these problems vary a t various 
steps in the growth of a company, 
i t  still remains true th a t certain 
underlying and basic duties of a 
comptroller are distinguishable.
I t  is not unusual in speaking of 
the functions of the comptroller to 
consider only the activities of the 
comptroller in merchandising and 
manufacturing companies, forget­
ting the fact th a t the control func­
tion pervades almost every activ­
ity. In presenting these common 
duties of a  comptroller, the follow­
ing select cases and opinions will 
deal w ith such activities as the 
Post Office Department, a large 
municipality, a bank, a railroad 
company, an insurance company, 
as well as m anufacturing and mer­
chandising enterprises. As the 
functions of comptrollers in vari­
ous branches of activity are briefly 
recited, one is able to  note com­
mon, underlying characteristics.
An Insurance Company. The 
comptroller of a large insurance 
company has charge of all the 
books of account of the company 
relating to its expenses, receipts 
and disbursements. He keeps a set 
of summary books for a  proper 
record of accounts of the income, 
disbursements, assets and liabili­
ties of the company, and prepares 
such statem ents as the president 
and the finance committee may re­
quest every month. He gives the 
president a detailed statem ent of 
the income and disbursements of 
the company for the preceding 
month. A t the end of the year, he 
gives the president a  complete re­
port of the income and disburse­
ments for the entire year. I t  is 
p art of th is  comptroller’s duties to 
compare and check the cash ac­
count and bank balance of the 
treasurer with the balance shown 
on the general books of the com­
pany. The comptroller keeps a 
record of all the premiums pay­
able to the company and prepares 
receipts and records their payment. 
He also certifies for payment 
vouchers, w arrants and payrolls. 
These are briefly the functions of
the comptroller of a life insurance 
company, a phase of activity in 
which the comptroller function has 
not been fully organized and 
developed.
The Post Office. The Post Office, 
too, has a comptroller, to whom are 
assigned the adm inistrative exam­
ination of all postal and money 
order accounts of postmasters and 
foreign adm inistrations; the in­
struction to  postmasters relative to 
preparation and rendition of their 
accounts; the keeping of adminis­
trative appropriation and cost ac­
counts; and the compilation of sta­
tistical reports, monthly operating 
statem ents and other financial data 
for the information of the Post­
m aster General and other officers 
of the Post Office Department, in 
connection with the administration 
of the service.
A Municipality—New York City. 
The City of New York, as a large 
municipality, has, of course, a 
comptroller who has control of the 
fiscal affairs of the city by the in­
stallation and inspection of books 
and records of account, the pre­
scribing of forms for rendering 
accounts, and the  subm ission of 
statements, statistics and reports 
of finance. He is charged with the 
collection of taxes, assessments 
and miscellaneous revenue, as well 
as with the audit of all receipts and 
disbursements.
A Bank. The control activity is 
being rapidly developed by banks, 
with officers having the title of 
comptroller or masquerading under 
the term  “Auditor.” In one large 
bank the comptroller has general 
supervision over and is responsible 
for, the efficient operation of the 
auditing, accounting and book­
keeping departments of the com­
pany. He has general supervision 
of the expenditures of the com­
pany in order th a t they may be 
kept a t the lowest point consistent 
with adequate service. He also 
renders to the president a con­
densed monthly statem ent of the 
company’s condition, and semi­
annually submits an analysis of its 
earnings and expenses, dealing
separately w ith the various de­
partm ents and the company as a 
whole.
I t is part of the comptroller’s 
function to  verify income; effect 
reconcilements w ith other banks 
and customers; adjust errors; 
audit all cashier’s checks and like 
instrum ents; overdrafts; currency 
shipments; verify certificates of 
deposit issued, certified checks, 
letters of credit issued; audit all 
expenses incurred, bills paid and 
requisitions for supplies, and veri­
fy all deposit liabilities.
A Railroad. In addition to being 
in charge of all accounting work 
and making examinations of the 
accounts, cash, securities and other 
assets Of the company, as well as 
making inventories in whole or in 
part of m aterials and supplies, the 
comptroller on the Pennsylvania 
Railroad performs the following 
duties as described by Mr. A. J. 
County, Vice-President in charge 
of the  accounting:
The books containing a  complete rec­
ord o f the business transactions o f the 
company shall be kept by the comptrol­
ler and he shall furnish annually and 
currently to the president and other 
executive officers, for  their information, 
such reports, statem ents o f income, 
assets, revenues, expenses, accounts and 
statistics relating to the business trans­
actions and affairs o f the company as 
w ill properly inform  them  thereof and 
the comptroller shall furnish such an­
nual, quarterly, m onthly and other re­
ports thereof as m ay be required by law. 
He also is  responsible for  the proper 
bonding of the em ployees who handle 
money.
The jurisdiction of the comptroller 
covers supervision of accounts, pertain­
in g  to fre igh t, passenger, m ail and ex­
press transportation, telegraph, te le­
phone, rent receipts, equipm ent service, 
demurrage and other m iscellaneous reve­
nues, and also exam ination o f all work 
performed under contract. He audits all 
accounts relating to expenditures, all 
payrolls and b ills paid by vouchers.
In our organization the comptroller is  
also assisted  by accountants who func­
tion on the ground or at the base of 
origin as representatives of the Account­
in g  Department. He m ay have repre­
sentatives as outposts who are in  close 
touch w ith the operating officers’ prob­
lem s.
The comptroller analyzes all phases o f  
operation and furnishes unbiased data
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and opinions on any and all problems 
affecting the cost or results of operation 
and h is representatives serve on comm it­
tees for  the purpose of analyzing the 
necessity  for new works or lines or for  
the abandonment of ex isting  lines when 
such become unprofitable. In  fact, there 
is no avenue in  the entire railroad world 
which he m ust not be ready to explore 
in  a pains-taking and complete manner 
so as to render valuable and im partial 
inform ation on the m any complex ques­
tions arising in railroad operation.
The comptroller is  also the designated  
responsible officer for follow ing out the 
method o f accounting as prescribed by 
the Interstate Commerce Commission.
A Department Store. In a fav­
orably known department store, 
the comptroller is empowered to 
formulate the accounting system 
and to see th a t the system laid 
down is observed and carried out. 
He is responsible for the devising 
and safeguarding of the store sys­
tem. The comptroller has charge 
of accounts receivable. He is re­
sponsible for accounts payable, 
both for merchandise and expense. 
It is up to him to see th a t all cash 
discounts are taken and th a t there 
is a sufficient check upon the count 
and quality of goods, and tha t 
there is an agreement of goods 
with the orders placed. Under his 
jurisdiction, claims against manu­
facturers for short shipments and 
damages are made, and it  is part 
of his office to see th a t proper 
credit is received for returned mer­
chandise. The inventory, analysis 
of merchandise, and stock records 
are placed under his jurisdiction, 
and a part of his work is the con­
trol of stock shortages. Where 
there are workrooms, it is p art of 
his job to see th a t proper cost 
analysis is carried out.
He is responsible for the com­
pleteness of the sales accounting 
machinery and the audit of all 
records of a financial nature, 
whether they concern merchandis­
ing, management or publicity, or 
fall within the category known as 
the internal audit.
He has control of purchases and 
expenses through the budget of 
sales, stocks and expenses. Once 
purchase plans are made, it is up 
to him to see th a t goods are
bought in accordance therewith.
Through his office manager he 
exercises supervision over mail dis­
tribution and over a large steno­
graphic force, general files, and 
office records. An im portant side 
of the comptroller’s duties is the 
statistical portrayal of facts and 
the interpretation of the facts to 
others in the store, including the 
buyers.
A M anufacturing Company.
The following demarcation of 
duties supplied by H. A. Halligan, 
Vice-President of the Western 
Electric Company, serves to  illus­
tra te  the duties of the comptroller 
in a manufacturing company.
The work of the chief statis­
tician or business economist is a 
recent development w ith the W est­
ern Electric Company and accord­
ing to information is proving help­
ful to its executives.
Several duties listed are ob­
viously special assignments; for 
example, the responsibility of plac­
ing insurance and the issuance of 
general instructions.
I t  will be noted th a t the symbol­
ization of the comptroller’s duties 
makes for the ready grouping of 
accounting and cost information:
1. General
1.1 He prepares such statistics and re­
ports of the company’s operations 
as m ay be required and has au­
thority to require from  all depart­
m ents and houses such information  
as m ay be necessary to prepare 
such statistics and reports.
1.2 He has charge of the accounting  
m ethods o f the company in all de­
partm ents and at all houses.
1.3 He is responsible for auditing all 
accounts o f the company and is  
appointed representative of the  
company in its  relations w ith pub­
lic  accountants selected to  certify  
to any published reports.
1.4 He prepares financial forecasts for  
use in determ ining the company’s 
financial policy.
1.5 He obtains estim ates from  the 
general departm ents for the suc­
ceeding year and prepares budgets 
for  these departm ents and for the 
company.
1.6 He is  responsible for placing in ­
surance in such amounts and in  
such manner as m ay be determined 
to be the company’s established  
policy.
1.7 He approves all data on taxes and 
other statistical reports subm itted  
to the general counsel before filing  
w ith public authorities.
1.8 H is approval is required on all pur­
chase and sales contracts which are 
on a cost-plus basis.
1.9 He has charge of the preparation  
and issuance of general instruc­
tions sent out under the authority  
of the president or vice-president.
1.10 He obtains recommendations from  
the various general departm ents 
as to  changes in em ployees’ rates 
o f pay and subm its sum maries to 
the president and board o f di­
rectors for  their consideration and 
approval.
1.11 He advises on accounting personnel 
in all departm ents and at all lo­
cations.
1.12 The work of the departm ent is a s­
signed to the follow ing depart­
m ents:
1.121 A ccounting Department.
1.122 General Statistical D e­
partm ent.
1.123 A uditing Department.
1.13 He approves all extra compensa­
tion plans, and certifies as to the  
amount earned by em ployees under 
approved compensation plans.
2. Accounting Department in 
Charge of A ssistant Comp­
troller
2.1 He prepares such statistics and re­
ports o f the operations o f the com­
pany and its  subsidiary and 
associated companies as m ay be 
required by the comptroller, and 
cooperates w ith  other departm ents 
in  preparing any special studies 
which they m ay require, based on 
the accounting records o f the 
company.
2.2  He has charge of the inspection  
of costs o f  m aterial furnished un­
der contracts which are on a cost- 
plus basis.
2.3  He has charge o f the annual in ­
ventories of the company.
2.4  He has charge of the annual in ­
ventories of the International 
W estern Electric Company, In­
corporated, and certifies as to  the 
accuracy o f the valuation placed on 
the assets as shown by the balance 
sheet o f that company.
2.5 He is  responsible for seeing that 
funds advanced by the Telephone 
D epartm ent to the Supply Depart­
m ent and the International W est­
ern E lectric Company, Incorpor­
ated, are kept w ithin the credit 
lim its authorized by the president 
or board of directors.
2.6 He has charge o f the collection of 
all quantity discounts and pre­
miums under the relations w ith
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suppliers and is  responsible for  the  
correct distribution of such item s  
to the various general departm ents 
and distributing houses.
2.7 He notifies the general m anager 
o f the Supply Departm ent o f the 
cost o f handling individual lines of 
merchandise and forecasts the  
probable outcome o f proposed sell­
ing schedules.
3. General Statistical Department 
in Charge of Chief Statistician 
(Business Economist)
3.1 He has charge o f the general sta­
tistica l studies of the company and 
makes such special statistical 
studies of business and financial 
subjects as m ay be authorized by  
the comptroller.
3 .2 He prepares for  the comptroller 
special statem ents and analyses 
based on available statistics and 
cooperates w ith other departm ents 
in  such of their studies as are 
based in  part on the statistical 
records in h is office.
3.3 He is  responsible for  advising offi­
cials o f the company on the general 
business conditions of th is country 
and other countries.
3.4 He keeps in contact w ith  state and 
national agencies, furnishing sta­
tistical information.
3.5 He m akes studies of sta tistics of 
the company and its  subsidiary  
companies and m akes forecasts  
and recommendations as a result 
o f these studies to the end that the  
company m ay act in telligently  and 
quickly in increasing or decreasing  
comm itm ents in  order to anticipate  
the expected increase or decrease 
in sales to  customers.
3.6 He advises the accountants and sta­
tisticians in the various depart­
m ents o f the company and the 
officials of the subsidiary com­
panies assigned to  th is work, so 
that they m ay at all tim es be in­
form ed as to the trend o f affairs 
w ith particular reference to the re­
action of the trend on their own 
business.
3.7 He makes such studies of statistics  
o f em ploym ent and w ages as m ay  
be advisable to determine the com­
pany’s policy on these questions.
3.8 He m akes such financial studies as 
w ill enable him to advise as to the 
probable course o f interest rates.
3.9 He advises other departm ents of 
the company where statistical 
studies are now being made.
3.10 He m aintains the nucleus of a gen­
eral library and a key index to in­
form ation of great general interest 
available w ithin the company, and 
in this connection m aintains files 
of all sufficiently im portant sta­
tistical reports and analyses pre­
pared by the various departments 
of the company.
3.11 He m akes studies of foreign  ex­
change conditions in th is country 
and others so as to be in  a position  
to advise the officials of th is com­
pany to the end th at intelligent 
action m ay be taken on the trans­
m ission o f funds from  one country 
to another country.
4. Auditing Department in Charge 
of General Auditor
4.1 He has charge of and is  respon­
sible for the work of the Auditing  
Department.
4.2 Subject to the approval o f the 
comptroller, he prescribes the rules 
and conditions under which pay­
m ents are authorized in all de­
partm ents of the company.
4.3 He audits the accounts of the fi­
nancial officers of the company, 
and those of other em ployees who 
are entrusted w ith company funds.
4.4 He is  responsible for  properly 
auditing the accounts o f the trea­
surers of subsidiary companies.
4.5 He audits the transactions in fine 
m etals and m inerals.
4.6 He investigates at all locations to 
determ ine that surety bonds have 
been secured for em ployees as pre­
scribed by the treasurer.
4.7 He checks comm itm ents and dis­
bursem ents applying on specific 
plant appropriations granted by 
the board o f directors and certifies 
to the correctness o f reports 
covering such specific plant appro­
priations before they are presented  
to the board of directors for  
closing.
4.8 He audits the journal entries of 
all departm ents o f the company.
4.9 He audits other records and ac­
counts in  all departm ents o f the 
company, either com pletely or by 
te s t checks.
4.10 He consults w ith the European  
comptroller and officials o f allied  
companies as to auditing methods 
and routines to be followed in  the 
foreign  associated and allied com­
panies.
SUMMARY OF THE FUNCTIONS 
OF THE COMPTROLLER
The functions of the comptroller 
in greatly diversified activities 
have been given in brief so tha t 
he who runs may read the com­
mon underlying theme somewhat 
resembling the following:
(1) That the comptroller is re­
sponsible for the devising, 
installation and mainte­
nance of the accounting 
system.
(2) That the general books are 
under his direct control.
(3) That he has jurisdiction 
over accounts receivable and 
all th a t entails.
(4) That he has jurisdiction 
over accounts payable and 
all th a t entails.
(5) That he is responsible for 
payroll accounting, auditing 
of all employees’ time rec­
ords and keeping of all pay­
roll ledgers showing the 
earnings and deductions by 
departments and indi­
viduals.
(6) That he has under his juris­
diction accounting records 
of stocks and supplies, 
w hether merchandise, raw, 
semi-finished or finished.
(7) That he is responsible for 
the taking of inventories.
(8) That he has wide auditing
• powers over sales, pur­
chases, disbursements and 
property of every descrip­
tion.
(9) That where his functions 
are logically carried out, he 
m aintains a check over the 
treasurer’s cash receipts, 
disbursements and bank 
balances.
(10) In a m anufacturing com­
pany he has charge of the 
cost accounting; and in the 
merchandise undertaking he 
is responsible for the ex­
pense distribution.
(11) He has the custody of 
books and the adm inistra­
tion of a large force of ac­
countants, mail clerks, ste­
nographers, filing clerks, etc.
(12) He is responsible for the 
preparation of detailed 
statem ents of income, oper­
ation, disbursements, ac­
counts and liabilities, and
(13) Closely connected therewith 
is the preparation, analysis 
and interpretation of sta­
tistical information covering 
all the operations of a busi­
ness which should be called
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to the attention of the presi­
dent, or manager, or board 
of directors of the business.
(14) As the budget has been in­
creasingly applied to mod­
ern business, the operation 
of such budgets frequently 
rest w ith the comptroller, 
and so his functions have in 
this extent been greatly en­
larged.
The foregoing are the responsi­
bilities of the comptroller. In this 
pamphlet fu rther comments will be 
made on ju s t two: (1) The presen­
tation, analysis and interpretation 
of statistical information, and (2) 
The check the comptroller should 
m aintain on the treasurer.
I. The Presentation, Analysis and 
Interpretation of Statistical 
Information
There has been a decided im­
provement in the mechanical effec­
tiveness of statistical reports. 
There is still inadequate recogni­
tion of the fact th a t executives 
are busy men who cannot wade 
through a multitude of reports 
however carefully prepared. Mr. 
William Sproule, the President of 
the Southern Pacific Company, to 
whom we can listen w ith great re­
spect, commented on th is in an ad­
dress to railway accountants: 
“Out of the volume of state­
m ents of all kinds, federal, state 
and local,” he said, “out of all these 
now provided we need more and 
more to summarize so th a t the offi­
cers who find it physically impos­
sible themselves to go through the 
details can find these facts in 
clear-cut and concise comparative 
form and then proceed into such 
details as they may find necessary.” 
Even when comptrollers recog­
nize the need for a few brief, 
pithy, summary statem ents of re­
sults, they show an ineptitude at 
times to pu t themselves in the 
fram e of mind of the man to whom 
the information is presented, 
wherefore they frequently fail to 
elicit more than formal assent to 
the ir recommendations. I t is one 
of the great pities of the craft to 
find recommendations for savings
habitually ignored, but th is too 
often is due to the comptroller’s 
own lack of salesmanship.
There is a fu rther and wider use 
th a t the comptroller can make of 
his interpretative function. This 
is a  day of unprecedented general 
prosperity, but there may come 
days of reverses. There is a 
slender line between success and 
failure of the most prosperous 
company and the comptroller has 
an opportunity to drive this home 
effectively and repeatedly. In the 
first place, he m ust reach the 
junior executives by giving them 
statistics which will help in decid­
ing hourly operating questions, 
and beyond th a t he should present 
from time to time to the rank and 
file the company results devoid of 
propaganda of any kind. In this 
way the comptroller can make a 
not insignificant contribution to 
operating effectiveness.
II. The Check He Should Main­
tain on the Treasurer
A conflict exists as to the status 
of the comptroller. F irst of all the 
nomenclature is not entirely clear. 
Some officers with the title of 
auditor perform the functions of 
the comptroller, while other comp­
trollers are merely auditors or 
office managers. Again, it  is the 
practice of some companies to di­
vide the control functions among 
three or four employees so th a t no 
one is in fact a real comptroller. 
This, it is believed, is both waste­
ful and unfair.
In some companies the comptrol­
ler is the direct subordinate of the 
assistant treasurer. This is true 
for a large m anufacturer of steel 
products and for a large dairy 
company. More frequently, the 
comptroller is directly answerable 
to the treasurer. In a number of 
companies, which are among the 
largest of their kind and include 
railroad companies, metal com­
panies, several of the largest pub­
lic utilities in the country, a cloth­
ing company, a department store, 
a wrought iron company, a bank, a 
m anufacturer of office equipment, 
the comptroller is directly answer­
able to the president. In some of 
these instances he is one of the 
board of directors and included 
among the elected officers. This 
is the relative rank th a t it is felt 
the comptroller m ust have in order 
to function effectively.
One of the foremost financiers of 
Pennsylvania, who is a director in 
dozens of large corporations and 
president of several banking in­
stitutions, is a firm believer in seg­
regating the comptroller’s duties 
from those of the treasurer. He 
believes th a t one should be a  check 
upon the other, and th a t under no 
condition should one of them  be 
subordinated to the other. The 
treasurer is the chief custodian 
and disbursing officer of the funds 
and handles all the company’s fi­
nancial requirements, which in a 
great number of companies is a big 
undertaking in itself. Meantime 
the comptroller is left free to serve 
as a check upon and auditor of 
funds received and disbursed by 
the treasurer and to develop th a t 
analytical reading of events, both 
within and without, which is so es­
sential to large scale undertakings.
The position of the comptroller 
in the affairs of a company is illus­
trated by the following informa­
tion supplied by George A. Ranney, 
Vice-President and Treasurer of 
the International H arvester Com­
pany, and affords an excellent 
summary.
The comptroller of the International 
H arvester Company is one of its  execu­
tive officers, elected by the board of di­
rectors. He has equal voice w ith the 
other executive officers in the considera­
tion and discussion of the im portant 
questions of policy affecting all branches 
of the company’s business. The A c­
counting Department, of course, is  under 
his jurisdiction, and he determ ines and 
puts into effect the accounting methods 
or system  o f determ ining costs, selling  
expenses and all other accounting details 
incident to our every-day business life.
The accounting department, which is  
actively represented in every branch of 
the business, is  responsible solely to the  
comptroller, and the other executive offi­
cers have no voice in the control o f the  
men in  the accounting organization.
Our by-laws provide that, “The comp­
troller shall be the principal officer in  
charge o f the accounts o f the company.
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EXAMINATION QUESTIONS—OHIO, 1925He shall have such other powers and 
duties as m ay be assigned to him by the 
board o f directors or president.”
Our comptroller is  expected to and 
does investigate and report upon any  
phase o f th is company’s business. Prac­
tically , he is  not responsible to any oper­
ative executive officer of th is business, 
the theory being that no operative offi­
cer who m ay have charge of the sales 
or m anufacturing, or even  the general 
operations of the business, should be in  
a position to dictate to the officer con­
trolling the accounts, any policy or pro­
gram  that would affect the net results of 
the business. W hile in practice our 
comptroller reports to  the board of di­
rectors through the president, in  theory  
the comptroller is  responsible only to  
the board o f directors and in  case of  
an em ergency he would go directly to 
the board. The statem ent o f the year’s 
business reflected in our annual balance 
sheet and in  the earnings o f the business, 
is  reported directly to  the board o f di­
rectors.
The comptroller is tru ly the eyes, ears 
and auditor in so fa r  as accounting prob­
lem s are concerned o f the board o f di­
rectors. In actual practice, however, the 
president m aintains contact between the  
organization and our board.
The comptroller or one o f h is desig­
nated representatives, certifies to the cor­
rectness of all invoices covering pur­
chases of any character, sa tisfy in g  him ­
se lf that the goods have been properly 
received, approves all vouchers for  the 
paym ent o f money, and joins the trea­
surer or the treasurer’s representative 
in the counter-signature o f all checks 
disbursing the company’s funds. A  great 
responsibility rests upon the comptroller 
and h is organization, for  it  is  upon their  
audit that the operating expenses of this 
business are paid.
JU ST  A  MOMENT!
F irst Movie A ctress: “H ear you’re 
married again, Sophie. Whom did you  
m arry th is tim e?
Second Movie A ctress: “Er-er, I be­
lieve I’ve got his card in  m y bag some­
where.”—The Kablegram.
ALL FOR HER
“W hen you have an argum ent a t your 
house, does your w ife take p art?”
“N o, she takes all of it .”— The Kable­
gram.
THE TOUCHSTONE
“When did you first become acquainted 
w ith your husband?”
“The first tim e I asked him for  money 
after we were married.”— Berlin Schmut- 
zige Wasche.
THEORY OF ACCOUNTS 
W ednesday, October 14, 1925,
9 A . M. to  12  M.
1. W h a t  is  th e  p r in c ip a l  p u rp o s e  o f a  
B a la n c e  S h e e t?  ( b )  W h a t  a r e  th e  l im i­
ta t io n s  in  th e  a t t a in m e n t  o f t h i s  p u r ­
p o se ?
2. E x p la in  th e  th e o r e t i c a l  d is t in c t io n  
b e tw e e n  c a p i ta l  e x p e n d i tu re s  a n d  r e v ­
e n u e  e x p e n d i tu re s . (b )  I s  th is  d ic t in c -  
t io n  a lw a y s  o b se rv e d  in  p ra c t ic e ?  E x ­
p la in .  ( c )  T o  w h ic h  c la s s  w o u ld  y o u  
a llo c a te  i n te r e s t  p a id  d u r in g  c o n s tru c ­
t io n  o f P l a n t?  G ive  re a s o n s .
3. W h a t  is  th e  g e n e r a l  r u le  fo r  th e  
v a lu a t io n  o f g o o d s  o n  h a n d  a n d  h e ld  
fo r  s a le ?  (b )  A s to  m a te r ia l  a n d  s u p ­
p lie s  p u rc h a s e d  a n d  to  b e  u s e d  in  m a n u ­
f a c tu r in g ?  (c )  A s to  L a n d  a n d  B u i ld ­
in g s  u se d  in  th e  b u s in e s s . (d )  G o o d s in  
P ro c e s s ?
4. B rie f ly  d is c u s s  th e  q u e s t io n  of 
c a sh  d is c o u n ts  o n  s a le s  a n d  p u rc h ase 's , 
g iv in g  y o u r  r e a s o n s  f o r  t h e  a d o p tio n  o f 
th is  o r  t h a t  m e th o d  a n d  s t a t i n g  th e  e f ­
fe c t  o n  c o s t o f  m a n u f a c tu r in g  in  th e  
c a se  o f  d is c o u n t  o n  p u rc h a s e s .
5. E x p la in  th e  d iffe re n c e  b e tw e e n  
p h y s ic a l  a n d  f u n c t io n a l  d e p r e c ia t io n . 
(b )  W h e r e in  d o e s  o b so le sc e n c e  ( a s  th e  
t e r m  is  u se d  in  a c c o u n tin g )  d iffe r  f ro m  
d e p re c ia t io n , s t r i c t l y  s p e a k in g ?
6 . G ive r e a s o n s  w h y  d e p re c ia t io n  
s h o u ld  b e  t r e a te d  a s  a n  e le m e n t  o f  c o s t 
o f  m a n u f a c tu r in g . (b )  D isc u ss  b r ie f ly  
th e  q u e s t io n  o f  th e  in c lu s io n  o f  o b so ­
le sc e n c e  in  th e  p ro v is io n  f o r  d e p re c ia ­
t io n .
7. W h a t  m e th o d s  a r e  u s u a l ly  a d o p te d  
in  e s t im a t in g  d e p re c ia t io n  o n  b u i ld in g s  
a n d  m a c h in e ry ?  ( b )  H o w  is  t h e  d e ­
p re c ia t io n  in  e a c h  c a se  a llo c a te d  to  sp e ­
cific  jo b s ?
8 . U n d e r  w h a t  c ir c u m s ta n c e s  sh o u ld  
th e  p r e s e n t  v a lu e  o f  L a n d  a n d  B u ild in g s  
n e c e s s a ry  to  th e  c o n d u c t  o f  th e  b u s in e s s  
be  s e t  u p  o n  th e  b o o k s  o f  a  c o m p a n y ?
(b )  A s su m in g  t h a t  th e  p r e s e n t  v a lu e  is  
g r e a t ly  in  ex cess  o f  c o s t  ( n o t  d e p re ­
c ia te d  b o o k  v a lu e )  h o w  sh o u ld  th e  ex ­
cess  a b o v e  c o s t b e  t r e a te d ?  (c )  E x p la in  
h o w  y o u  w o u ld  e s t im a te  d e p re c ia t io n , 
w h e th e r  o n  c o s t o r  a p p r e c ia te d  v a lu e s ;  
a n d  i f  o n  th e  l a t t e r  b a s is , s t a t e  w h e th e r  
y o u  w o u ld  a p p o r t io n  th e  d e p re c ia t io n  
so  e s t im a te d  to  c o s t o f  m a n u f a c tu r in g .
(d )  I f  y o u r  a n s w e r  is  in  th e  n e g a tiv e ,  
s t a te  d e f in ite ly  w h a t  m e th o d  y o u  w o u ld  
a d o p t.
9. S ta te  th e  g e n e r a l  r u le  a s  to  a n t ic i ­
p a t io n  o f  p ro f i ts . (b )  I f  y o u  k n o w  o f 
a n y  e x c e p tio n  to  th is  r u le ,  s t a te  i t  a n d  
g iv e  y o u r  o p in io n . (c )  W h a t  is  th e  
d if fe re n c e  b e tw e e n  p ro f i ts  a n d  e a r n in g s ?
10. A  s in k in g  f u n d  is  e s ta b l is h e d  to  
m e e t  m o r tg a g e  b o n d s  a t  m a tu r i ty .  T h e  
t r u s te e s  p u r c h a s e  in  o p e n  m a r k e t  b o n d s
o f th e  c o m p a n y  f o r  w h ic h  th e y  a re  t r u s ­
te e s  a n d  k e e p  s u c h  b o n d s  a liv e  a s  p r o ­
v id e d  u n d e r  th e  m o r tg a g e . H o w  w o u ld  
t h i s  a r r a n g e m e n t  a f fe c t  t h e  a n n u a l  
c h a rg e  m a d e  b y  th e  c o m p a n y  f o r  i n te r ­
e s t  o n  i t s  b o n d s?  ( b )  A ll b o n d s  h a v ­
in g  b e e n  p a id  a t  m a tu r i ty ,  w h a t  d isp o ­
s i t io n  s h o u ld  b e  m a d e  o f th e  re s e rv e  fo r  
th e  s in k in g  fu n d ?
A U D IT IN G  
W ednesday, October 14, 1925,
1 P . M. to  5  P . M.
Do n o t  r e p e a t  q u e s t io n s ,  b u t  d e s ig ­
n a te  th e m  b y  n u m b e r s  a n d  le t te r s .
1. I n  a u d i t in g  th e  a c c o u n ts  o f  a  c o r ­
p o r a t io n  f o r  th e  f i r s t  t im e ,  f o r  w h a t  
b o o k s  a n d  r e c o rd s  w o u ld  y o u  a sk ,  a n d  
w h a t  p u rp o s e  w o u ld  y o u  e x p e c t e a c h  to  
se rv e  in  c o n n e c tio n  w ith  th e  a u d i t?
2. H o w  w o u ld  y o u  v e r ify  th e  a c ­
c u ra c y  o f  a c c o u n ts  r e c e iv a b le  f ro m  
T ra d e  C u s to m e rs —
( a )  I n  a  d e ta i le d  a u d it .
( b )  I n  a  b a la n c e  s h e e t  a u d it .
3. W h a t  is  th e  a u d i to r ’s g e n e ra l  d u ty  
w ith  r e s p e c t  to  m e rc h a n d is e  in v e n ­
to r ie s ?
4. I n  a u d i t in g  th e  b o o k s  o f  a  c o n c e rn  
y o u  o b se rv e d  t h a t  i t  w a s  th e  p o lic y  o f  
th e  c o n c e rn  to  o n ly  s e t  u p  c e r ta in  p r e ­
p a id  a n d  a c c ru e d  i te m s ;  y o u  th e n  d is ­
c o v e re d  o th e r  i te m s  o f t h is  n a tu r e ,  w h a t  
a c t io n  w o u ld  y o u  t a k e  a n d  w h y ?
5. D e sc r ib e  th r e e  m e th o d s  o f  c a lc u ­
la t in g  d e p re c ia t io n  a n d  s u g g e s t  c a se s  
in  w h ic h  e a c h  m ig h t  b e  f e a s ib le  o r  d e ­
s i ra b le .
6 . O n  p o in tin g  o u t  th e  in su ffic ien cy  
o f  th e  p ro v is io n  f o r  d e p re c ia t io n  on  
fixed  a s s e ts  w h ic h  th e  D ire c to rs  a d m it ,  
y o u  a r e  m e t  w i th  a n  a r g u m e n t  s u p ­
p o r te d  b y  e v id e n c e  t h a t  th e  r e a l  e s ta te  
v a lu e s  h a v e  a p p r e c ia te d  to  a n  e v en  
g r e a t e r  e x te n t  th a n  th e  e n t i r e  d e p re c ia ­
t io n  o f  s u c h  a s s e ts .  A s t h e  a p p re c ia ­
t io n  is  n o t  t a k e n  u p o n  th e  b o o k s  y o u  
a r e  a s k e d  to  a llo w  th e  o n e  to  o ffse t th e  
o th e r .  G iv e r e a s o n s  f o r  y o u r  a g r e e ­
m e n t  o r  d is a g re e m e n t .
7. S ta te  h o w  y o u  w o u ld  s a t is fy  y o u r ­
s e l f  t h a t  a l l  o u t s ta n d in g  l ia b i l i t ie s  o f a  
b u s in e s s  a r e  p r o p e r ly  t a k e n  u p  in  th e  
b a la n c e  s h e e t.  H o w  w o u ld  y o u  in d ic a te  
o n  th e  b a la n c e  s h e e t  a s  a t  D e c e m b e r  
3 1 s t:
( a )  P r e f e r r e d  d iv id e n d s  ( c u m u ­
la t iv e )  d u e  th e  p re v io u s  N o v e m b e r
1 , n o t  d e c la re d .
( b )  C o m m o n  d iv id e n d  d e c la re d  
D e c e m b e r  30 , p a y a b le  F e b r u a r y  1 
o f  th e  fo l lo w in g  y e a r .
(c )  C o m m o n  d iv id e n d  fo r  th e  
y e a r  d e c la re d  th e  fo l lo w in g  J a n u ­
a r y  22 .
8 . I n  a u d i t in g  th e  b o o k s  o f  a  c o n c e rn  
th e  m a n a g e m e n t  d e m a n d s  t h a t  yo u
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sh o w  u p o n  th e  b a la n c e  s h e e t  m a r k e t  
v a lu e  o f  s e c u r i t ie s  o w n e d  w h ich  w a s  
g r e a t e r  t h a n  th e  c o s t. W h a t  e n tr ie s ,  
i f  a n y , w o u ld  y o u  m a k e ?  E x p la in .
9. I n  a u d i t in g  th e  b o o k s  o f  a  c o r­
p o r a t io n  y o u  fo u n d  t h a t  c e r ta in  s to c k  
s u b s c r ip t io n s  h a d  b e e n  p a r t i a l ly  p a id  
a n d  s u c h  p a y m e n ts  w e re  c r e d i te d  to  th e  
a c c o u n t  o f  c a p i ta l  s to c k  o u ts ta n d in g ,  
h o w  w o u ld  y o u  sh o w  th is  u p o n  y o u r  
b a la n c e  s h e e t?
10 . U p o n  a n a ly s is  o f  a  c o rp o ra t io n ’s 
s u r p lu s  a c c o u n t  y o u  fo u n d  th e  b a la n c e
D ebits
to  be  $ 2 5 ,0 0 0 .0 0 , a n d  y o u  a lso  d is ­
c o v e re d  t h a t  $ 20 , 000.00  r e p re s e n te d  a p ­
p re c ia t io n  o n  p la n t ;  th e  D ire c to rs  w ish  
to  d e c la re  a  d iv id e n d  a g g r e g a t in g  $ 10 ,-
00 0 .00 , h o w  w o u ld  y o u  a d v is e  th e m  a n d  
w h a t  e n tr i e s  w o u ld  y o u  m a k e  u p o n  th e  
b o o k s?
Thursday, October 15, 1925,
9  A. M. to  12 .30  P . M. 
PROBLEM  1
T r ia l  b a la n c e  o f  th r e e  a ffilia te d  co m ­
p a n ie s  t a k e n  a s  o f  D e c e m b e r 31 , 1 9 2 3 , 
b e fo re  c lo s in g , w e re  a s  fo llo w s:
C ash  ......................................................
A c c o u n ts  R e c e iv a b le  ...................
N o te s  R e c e iv a b le  .........................
R a w  M a te r ia l ,  J a n u a r y  1 
P u r c h a s e s  R a w  M a te r ia l  . . . .
L a b o r  ....................................................
M a n u fa c tu r in g  B u r d e n ..............
P ro c e s s  In v e n to ry ,  J a n u a r y  1 
F in is h e d  G oods, J a n u a r y  1 . .
S e llin g  E x p e n s e s  .........................
G e n e ra l  E x p e n s e s  ......................
P l a n t  a n d  E q u i p m e n t ................
I n v e s tm e n ts :
S to c k  C o m p a n y  B ...........
S to c k  C o m p a n y  C ...........
S in k in g  F u n d  T r u s te e s  . . . .
D isc o u n t o n  B o n d s  ...................
D iv id e n d s  R e c e iv a b le  ..............
B o n d  I n t e r e s t  (6  m o n th s )  . .
C re d its
C a p ita l  S to c k  .........................
N o te s  P a y a b le  ...........
A c c o u n ts  P a y a b le  .................
F i r s t  M o rtg a g e  B o n d s  . . . 
S in k in g  F u n d  R e se rv e  . . . 
D e p re c ia t io n  o f A s se ts  . . .
S a le s  (N e t)  ............................
S u rp lu s  J a n u a r y  1 ...........
$ 1 6 2 ,0 3 0
1 2 5 ,6 4 0
5 0 ,000  
4 1 ,2 8 5
2 9 5 ,8 5 0
2 2 5 ,6 1 0
2 1 8 ,4 5 0
6 1 ,3 7 5
4 0 ,6 5 0
9 8 ,4 8 0
7 2 ,3 5 0
8 4 2 , 000
5 6 0 , 000
7 5 0 ,000
3 0 ,000 
2 2 ,5 0 0
1 5 , 000
3 ,6 1 1 ,2 2 0
A
$ 1 ,5 0 0 ,0 0 0
6 0 , 000 
5 4 ,7 8 5
5 0 0 , 000
3 0 ,0 0 0
2 7 7 ,5 8 5
1 ,0 3 1 ,2 3 5
1 5 7 ,6 1 5
B
$ 7 5 ,8 2 0
1 2 0 ,4 0 0
3 2 ,6 4 8  
2 1 3 ,3 8 0  
1 7 5 ,8 l9  
1 6 4 ,3 7 2  
4 7 ,6 1 0  
3 3 ,8 1 9  
7 5 ,2 1 0  
3 9 ,3 9 4  
6 2 5 ,0 0 0
C
$ 1 0 1 ,6 4 0  
1 2 4 ,2 0 8
4 5 ,6 1 4
2 7 0 ,6 9 0
1 9 5 ,7 1 3
1 6 8 ,4 4 0
5 4 ,7 0 9
4 7 ,4 8 0
9 2 ,2 1 4
5 4 ,5 8 2
6 5 0 ,0 9 0
1 ,6 0 3 ,4 7 2  1 ,8 0 5 ,3 8 0
B
$ 4 0 0 ,0 0 0
5 0 ,0 0 0
4 2 ,6 1 0
1 7 5 ,000 
7 3 5 ,8 6 2 .
2 0 0 ,000
C
$ 5 0 0 ,0 0 0
6 1 ,8 1 5
2 1 5 ,6 0 0
8 5 2 ,9 6 5
1 7 5 ,0 0 0
C o m p an y  A  o w n s  80 p e r  c e n t  o f  th e  
c a p i ta l  s to c k  o f  C o m p a n y  B, w h ic h  w as 
a c q u ir e d  a t  $ 1 7 5  p e r  s h a re ,  th e  p a r  
v a lu e  o f  w h ic h  w a s  $ 1 0 0 . A t  th e  t im e  
o f  a c q u is i t io n  th e  c a p i ta l  s to c k  o f C om ­
p a n y  B  w a s  $ 4 0 0 ,0 0 0  a n d  th e  s u r p lu s  
w a s  $ 1 5 0 ,0 0 0 .
A ll o f  th e  $ 5 0 0 ,0 0 0  c a p i ta l  s to c k  o f 
C o m p a n y  C w a s  a c q u ir e d  a t  a  c o s t  o f 
$ 7 5 0 ,0 0 0 . T h e  s u r p lu s  o f  C o m p a n y  C 
a t  a c q u is i t io n  o f s to c k  w a s  $ 1 3 3 ,0 0 0 .
T h e  f ir s t  m o r tg a g e  b o n d s  o f  C o m p an y  
A  w e re  d a te d  J a n u a r y  2, 1 9 2 1 , a n d  
m a d e  p a y a b le  tw e n ty  y e a r s  t h e r e a f te r .  
I n t e r e s t  th e r e o n  a t  s ix  p e r  c e n t, is  p a y ­
a b le  s e m i-a n n u a l ly .  T h e s e  b o n d s  w e re  
so ld  a t  95 p e r  c e n t  o f  fa c e  v a lu e .
N o d e b its  o r  c r e d i ts  w e re  m a d e  to  
s u r p lu s  a c c o u n t  d u r in g  th e  c u r r e n t  
y e a r .
I n t e r e s t  o n  b o n d s  is  to  b e  s e t  u p  a n d  
a  r e s e r v e  o f  $ 1 5 ,0 0 0  fo r  s in k in g  fu n d  
is  to  b e  p ro v id e d . D isc o u n t  o n  b o n d s  
is  to  b e  a m o r t iz e d  o n e - tw e n t ie th  e a c h  
y e a r .
A c c ru a ls , o th e r  th a n  i n te r e s t  o n  
b o n d s , a n d  d e f e r r e d  i te m s  a r e  n o t  
n e c e s s a ry  fo r  p r e s e n t  p u rp o se s .
3 ,6 1 1 ,2 2 0  1 ,6 0 3 ,4 7 2  1 ,8 0 5 ,3 8 0
I n v e n to r ie s  a t  D e c e m b e r  31 , 1 9 2 3 , 
w e re  a s  fo llo w s :
A B C
R a w  M a te r ia l  . . .  $50,790 $36,292 $51,478
G oods in  P ro c e ss . 68,915 51,816 60,834
F in is h e d  G o o d s .. 48,210 38,782 54,615
167,915 126,890 166,927
In v e n to r ie s  o f C o m p a n ie s  B  a n d  C 
in c lu d e  p u rc h a s e s  f ro m  C o m p a n y  A , o n  
w h ic h  th e  l a t t e r  c o m p a n y  m a d e  a  p ro f it. 
T h e  p ro f i t  in c lu d e d  in  B ’s in v e n to ry  w a s  
e s t im a te d  a t  $ 5 ,0 0 0 , a n d  in  C ’s in v e n ­
to r y  a t  $ 6 , 000 .
A t th e  c lo se  o f  th e  y e a r  1 9 2 3 , d iv i­
d e n d s  o n  c a p i ta l  s to c k  w e re  d e c la re d  by  
th e  s e v e ra l  c o m p a n ie s  a s  fo llo w s : C om ­
p a n y  A, 10 p e r  c e n t ;  C o m p an y  B, 10
p e r  c e n t;  C o m p a n y  C, 15 p e r  c e n t .  A ll 
d iv id e n d s  p a y a b le  o n  J a n u a r y  15 , 1 9 2 4 . 
N o c a p i ta l  s to c k  w a s  i s s u e d  d u r in g  th e  
y e a r  1 9 2 3 .
T h e  n o te s  p a y a b le  o f  C o m p a n y  B  w e re  
g iv e n  to  C o m p a n y  A  f o r  p u rc h a s e s  f ro m  
t h a t  c o m p a n y .
F r o m  th e  g iv e n  d a ta  c a n d id a te s  a r e  
r e q u ir e d  to  p r e p a r e  a  s t a te m e n t  o f th e  
c o n s o l id a te d  o p e ra t io n s  f o r  th e  c u r re n t  
y e a r ;  th e  a d ju s te d  s u r p lu s ;  a n d  a  c o n ­
s o l id a te d  b a la n c e  sh e e t,  s h o w in g  g o o d  
w ill;  a lso  th e  m in o r i ty  in te r e s t s .  T h e  
s t a te m e n ts  a n d  b a la n c e  s h e e t  m u s t  be  
w r i t te n  in  in k  a n d  n e a tn e s s  is  e s s e n t ia l .  
W o rk s h e e t ,  w h ic h  m a y  be  w r i t te n  w ith  
p e n c il , m u s t  a lso  b e  s u b m itte d .  T h is  
sh o u ld  b e  in  g o o d  fo rm .
PRACTICAL ACCOUNTING 
E xam ination  Thursday, Oct. 15, 1925, 
1.30  P . M. to  5 .3 0  P . M.
PROBLEM  2
T h e  b o o k s  o f  th e  Z M a n u f a c tu r in g  
C o m p a n y  h a d  b e e n  a u d i te d  a s  o f  D ecem ­
b e r  31 , 1 9 2 4 , a s  o f  w h ic h  d a te  th e  a u d i ­
to r s  fo u n d  n e c e s s a ry  th e  fo llo w in g  a d ­
ju s tm e n ts :
T r a n s f e r  to  p r o f i t  a n d  lo ss  o f  $ 4 ,-
5 0 0 .0 0 , w h ic h  h a d  b e e n  c h a rg e d  to  m a ­
c h in e ry  a n d  e q u ip m e n t  a c c o u n t  in  e r r o r .  
A llo w a n c e  f o r  d e p re c ia t io n  f o r  th e  y e a r
1 9 2 4 , c o m p u te d  o n  th e  b a s is  o f  r a te s  
a n d  a s s e t  b a la n c e s  a s  fo llo w s :
B u i ld in g s — 2 ½ p e r  c e n t  o n  $ 8 0 ,0 0 0 .0 0  
M a c h in e ry  a n d  E q u ip m e n t
— 5 p e r  c e n t  o n ................. 100 , 000.00
D e c e m b e r  p a y ro ll  e n te r e d  o n  b o o k s  
in  J a n u a r y ,  1 9 2 5 :
F a c to r y  L a b o r  ......................... $ 5 ,0 0 0 .0 0
A d m in is tr a t iv e  a n d  Office
S a la r ie s  ...........................  1 ,0 0 0 .0 0
S a le s m e n ’s S a la r ie s  ..............  3 0 0 .0 0
R e d u c t io n  in  I n v e n to r y  b e ­
c a u s e  o f  e r r o r s  f o u n d .  . . 7 ,5 0 0 .0 0  
D u r in g  th e  s ix  m o n th s  e n d e d  J u n e  
30 , 1 9 2 5 , t h e  C o m p a n y  m a d e  a d d it io n s  
to  i t s  p la n t  f a c i l i t ie s  to  th e  e x te n t  o f 
$ 5 ,0 0 0 .0 0  o n  b u ild in g s  a n d  $ 1 0 1 ,0 0 0 .0 0  
in  m a c h in e ry  a n d  e q u ip m e n t.  A  m e r ­
g e r  w i th  C o m p a n y  X , u n d e r  th e  n e w  
n a m e  o f  th e  X -Z  C o m p an y , w a s  effec­
t iv e  a s  o f  J u n e  3 0 , 1 9 2 5 , a n d  in  c o n ­
n e c t io n  th e r e w i th  th e  a u d i to r s  w e re  
a g a in  c a l le d  in  to  p r e p a r e  a  b a la n c e  
s h e e t  a s  o f  t h a t  d a te ,  t o g e th e r  w i th  a n  
o p e r a t in g  s ta te m e n t  fo r  t h e  s ix  m o n th s  
th e n  e n d e d . T h e  a u d i to r s  fo u n d  t h a t  
th e  a d ju s tm e n ts  r e c o m m e n d e d  a s  o f  D e­
c e m b e r  3 1 , 1 9 2 4 , h a d  n o t  b e e n  e n te r e d  
o n  th e  b o o k s . T h e  t r i a l  b a la n c e  ta k e n  
f ro m  th e  b o o k s  a s  o f J u n e  30 , 1 9 2 5 , 
w a s  a s  fo llo w s :
A c c o u n ts  R e c e i v a b l e ...........................
A c c o u n ts  P a y a b le  .................................
A d m in is tr a t iv e  a n d  Office S a la r ie s
A d v e r t is in g  ...............................................
B u i ld in g s  ....................................................
C a p ita l  S to c k  (2 ,0 0 0  s h a re s )
C ash  ................................................. .............
D is c o u n t A llo w e d  .................................
D is c o u n t E a r n e d  ....................................
F a c to r y  L a b o r  .........................................
$ 6 5 ,0 0 0 .0 0
2 5 ,0 0 0 .0 0
7 , 5 0 0 .0 0
85 , 00 0 .0 0
9, 5 0 0 .0 0
8 , 0 0 0 . 0 0
1 8 5 ,0 0 0 .0 0
$ 3 0 ,0 0 0 .0 0
2 0 0 ,000.00
3 ,0 0 0 .0 0
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Factory Supplies and E xp en se ..........
Inventory (January 1, 1925) ...................
Insurance ............................. ..............................
Interest Expense ..............................................
Land ...................................................................
Machinery and Equipm ent...........................
Miscellaneous Office and General Expense 
Maintenance— Building and Equipment .
Notes Payable ...................................................
Purchases ..........................................................
Reserve for Depreciation .............................
Reserve for Doubtful A ccou nts.................
Sales —  Net .....................................................
Salesmen’s Salaries .........................................
Surplus ..............................................................
Taxes ..................................................... ..............
Traveling Expense .........................................
Unexpired Insurance .......................................
1 ,0 0 0 . 0 0
155,500.00
2,500.00
1 ,0 0 0 . 0 0
1 0 ,0 0 0 . 0 0
2 1 0 ,0 0 0 . 0 0
9,000.00
27,000.00
222,000.00
9,800.00
7,000.00
8,200.00
1 , 0 0 0 . 0 0
1 0 0 ,0 0 0 . 0 0
49,000.00
1,000.00
561,000.00
105,000.00
No attempt had been made by the 
bookkeeper to adjust the prepaid and 
accrued accounts as of June 30, 1925, 
an inventory of which showed the fol­
lowing status:
Accrued taxes ........................  $2,500.00
Unexpired insurance ............  1,800.00
The property additions for the six 
months were found to have been prop­
erly capitalized but depreciation for the 
period had not been provided. The 
latter is to be allowed for on the an­
nual basis of 2 ½ per cent on Buildings 
and 5 per cent on Machinery and Equip­
ment, figured on the June 30, 1925, 
cost values. The amount of the in­
ventory, as checked by the auditors, ag­
gregated $135,000.00.
In connection with the merger with 
•Company X  it was planned to sell pre­
ferred stock in an amount sufficient to 
liquidate all existing bank loans and 
provide $100,000.00 additional work­
ing capital, the balance of the stock 
to be 40,000 shares of common stock 
without par value. The common stock, 
it was agreed to allot to the two par­
ticipating companies at the rate of five 
no par shares for each $100.00 of net 
worth, with the balance of the shares to 
be allotted as payment for Good Will, 
on the basis of the excess of the aver­
age annual net earnings for the five and 
one-half years ended June 30, 1925, 
over a normal return of 10 per cent on 
the net assets as of June 30, 1925.
The audited earnings of the two com­
panies for the period involved had been 
as follows:
Y e a r Company X  Z Mfg. Co.
1920  . . .  $59,000.00 $39,600.00
1921  
1922  
1923  
1924  
Six months
ended June 
30, 1925 . .
53,500.00
69,750.00
69,400.00 
 58,992.00
35,000.00
40,100.00
43,250.00
49,008.00 
51,000.00
The Balance Sheet of Company X, ac­
cepted for allotment of stock under the 
merger was as follows:
1,049,000.00 1,049,000.00
Cash ............................... .........  $25,500.00
Accounts receivable (good) 75,250.00
Inventories .............................  58,250.00
Plant and Equipment . . . .  140,500.00
Deferred C h arges.................  1,015.00
You are requested to prepare:
1. Balance sheet of Z Manufacturing 
Company as of June 30, 1925, after giv­
ing effect to necessary adjustments.
2. Operating Statement of Z Manu­
facturing Company for the six months 
ended June 30, 1925.
3. Schedule showing number of shares 
of Common Stock to be allotted to Com­
pany X  and Z Manufacturing Company, 
respectively, under the merger plan as 
outlined.
All working papers and exhibits are 
to be prepared and submitted in a neat 
and business like manner.
$300,515.00
Accounts Payable and
Accrued Items .................  $18,965.00
Reserve for Depreciation . . 15,850.00
Capital Stock (500 shares) 50,000.00
Surplus ....................................  215,700.00
$300,515.00
PRACTICAL ACCOUNTING
9 A. M. to 12 M., October 16, 1925
PROBLEM 3
A corporation was formed during De­
cember, 1924, and on December 21st 
took over the assets and liabilities of 
an individual who was granted a patent 
right on December 31, 1924. The fol­
lowing is a trial balance taken as at 
January 2, 1925.
Accounts Receivable— Customers .............................................. $20,000.00
Accounts Receivable— Stock Subscriptions.............................  4,800.00
Accounts Payable— Purchase Creditors ..........................................................
Accounts Payable— Sundry C red itors...............................................................
Accrued P ay ro lls .......................................................................................................
Buildings ..............................................................................................  20,000.00
Cash in B a n k ......................................................................................  4,900.00
Capital Stock— Authorized ..................................................................................
Capital Stock— Unissued ............................................................... 25,000.00
Capital Stock— Subscribed....................................................................................
Furniture and F ix tu re s ...................................................................  1,000.00
Interest Accrued on Items Receivable....................................... 1,000.00
Land ....................................................................................................... 10,000.00
Machinery ...........................................................................................  20,000.00
Merchandise Inventory— Raw M aterials............................. . 5,000.00
Merchandise Inventory— Work in P ro c e s s .............................  15,000.00
Merchandise Inventory— Finished Goods ...............................  5,000.00
Mortgage Payable .....................................................................................................
Notes Payable ................................................ ...........................................................
Notes R eceivable...............................................................................  5,000.00
Notes Receivable— Discounted.............................................................................
Other Accrued Items Payable ............................................................................
Patents ................................................................................................  17,000.00
Petty Cash ................... ........................................................................ 100.00
Prepaid Items ....................................................................................  200.00
Reserve for Depreciation— Buildings .......................................
Reserve for Depreciation— Machinery ....................................
Reserve for Depreciation— Furniture and F ix tu re s ............
Reserve for Unearned In co m e.....................................................
Securities Owned . ...........................................................................  
Surplus ....................................................... ........................................
$3,900.00
500.00
2,500.00
1 0 0 ,0 0 0 . 0 0
25,000.00
1 0,000.00
1 0 ,0 0 0 . 0 0
2,500.00
2.500.00 
500.00
1 ,0 0 0 . 0 0
2,000 .0 0
100 .0 0
1 ,0 0 0 . 0 0
12,500.00
Totals ....................................................................................... 164,000.00 164,000.00
On June 30, 1925, you were called 
to prepare a balance sheet and profit 
and loss statement and were given the 
following information.
Cash Receipts and Deposits consisted 
of: Accounts Receivable— Customers 
$95,000.00, A c c o u n t s  Receivable—  
Stock Subscriptions $3,800.00, Notes 
Receivable $2,500.00, Securities Sold 
(upon which 10 per cent was previous­
ly set up as a reserve for unearned 
income) $5,000.00, Interest $1,400.00,
Scrap Sales $300.00, and Notes Pay­
able issued $2,000.00.
Cash Disbursed through Bank was 
as follows: Materials purchased $20,-
000.00, Direct Labor $10,000.00, Indi­
rect Labor $2,500.00, Factory Supplies 
$2,500.00, Light, Heat and Power 
$500.00, Taxes $500.00, Insurance 
$250.00, Miscellaneous Manufacturing 
Expense $2,250.00, Office and Manage­
ment Salaries $20,000.00, Stationery, 
Printing and Office Supplies $1,500.00,
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T e le p h o n e  a n d  T e le g ra p h  $ 2 5 0 .0 0 , A d ­
v e r t i s in g  $ 2 ,5 0 0 .0 0 , D e liv e ry  E x p e n s e  
$ 4 ,5 0 0 .0 0 , S a le s m e n ’s S a la r ie s  $ 1 5 ,-
0 0 0 .0 0 , T r a v e lin g  E x p e n s e  $ 3 ,0 0 0 .0 0 , 
M isc e lla n e o u s  C o m m e rc ia l  E x p e n s e  $2 ,-
5 0 0 .0 0 , N ew  M a c h in e ry  $ 5 ,5 0 0 .0 0 , D iv i­
d e n d s  $ 7 ,5 0 0 .0 0 , I n t e r e s t  $ 7 5 0 .0 0 , 
N o te s  P a y a b le  $ 3 ,5 0 0 .0 0  a n d  M o rtg a g e  
P a y a b le  $ 5 ,0 0 0 .0 0 .
T h e  a b o v e  b a n k  d is b u r s e m e n ts  i n ­
c lu d e  c h e c k s  is s u e d  f o r  r e l ie f  o f  p e t ty  
c a s h  t r a n s a c t io n s .
N o te s  D isc o u n te d  a s  a t  J a n u a r y  1,
1 9 2 5 , w e re  p a id  d u r in g  th e  p e r io d  by  
th e  m a k e rs .
C h a rg e  S a le s  w e re  $ 1 0 0 ,0 0 0 .0 0 .
C o m p le te  D e p re c ia t io n  o f F ix e d  
A s se ts  o n  b e g in n in g  o f  y e a r  b a la n c e s . 
R a te s  a r e  5 p e r  c e n t  p e r  a n n u m  on  
b u ild in g s  a n d  10 p e r  c e n t  p e r  a n n u m  
o n  M a c h in e ry  a n d  F u r n i t u r e  a n d  F ix ­
tu r e s .
P ro v id e  f o r  e x t in g u is h m e n t  o f p a te n t .
T h e  fo llo w in g  in v e n to r ie s  w e re  s u b ­
m it te d ,  w h ic h  y o u  a r e  to  a c c e p t a s  c o r­
r e c t—
R a w  M a te r ia ls  ......................... $ 4 ,0 0 0 .0 0
W o rk  in  P ro c e s s  ...................  1 6 ,0 0 0 .0 0
F in is h e d  G o o d s ......................  1 0 ,0 0 0 .0 0
P re p a id  I te m s  w e re  in c re a s e d  to  
$ 7 0 0 .0 0 , th e  in c re a s e  b e in g  r e p re s e n te d  
by :
F a c to r y  S u p p l i e s ......................... $ 1 0 0 .0 0
I n s u r a n c e  ....................................... 5 0 .0 0
A d v e r t is in g  .................................... 2 5 0 .0 0
S ta t io n e r y  a n d  P r in t in g  . . . .  1 0 0 .0 0
I n t e r e s t  a c c ru e d  o n  r e c e iv a b le s  w a s  
fo u n d  to  b e  $ 8 0 0 .0 0 .
A c c o u n ts  P a y a b le  w e re  fo u n d  to  be  in ­
c re a s e d  $ 5 0 0 .0 0  a n d  w e re  d u e  to  u n p a id  
m a te r ia ls  p u rc h a s e d .
P a y  R o lls  p a id  w e re  $ 5 0 0 .0 0  g r e a te r  
th a n  a c c ru e d  d u r in g  th e  p e r io d  a n d  is 
in c lu d e d  in  th e  a m o u n t  d is b u r s e d  fo r  
Office a n d  M a n a g e m e n t S a la r ie s .
A c c ru e d  ta x e s  fo r  th e  p e r io d  ex ce ed ­
e d  p a y m e n ts  b y  $ 200.00  a n d  a c c ru e d  
in te r e s t  o n  i te m s  p a y a b le  e x ce ed e d  p a y ­
m e n ts  b y  $ 3 5 0 .0 0 . C a p ita l  S to c k  to  th e  
a m o u n t  o f  $ 20 ,000.00  w a s  is su e d , i t  
h a v in g  b e e n  fu l ly  p a id .
P r e p a r e  B a la n c e  S h e e t  a n d  P ro f i t  a n d  
L o ss  S ta te m e n ts .
C O M M E R C IA L  L A W
F r id a y ,  O c to b e r  1 6 , 1 9 2 5 , 1 .3 0  p . m . 
t o  4 .3 0  p . m .
1. D efine  ( a )  W a r r a n ty  D eed , (b )  
Q u it  C la im  D eed , (c )  S h e r if f ’s D eed ,
( d )  M o rtg a g e  D eed , (e )  D eed  o f  T ru s t .
2. ( a )  W h a t  k in d  o f  a  c o n v e y a n c e  
sh o u ld  b e  g iv e n  in  s e l l in g  a  s to c k  o f 
m e rc h a n d is e ?  (b )  W h e re  sh o u ld  i t  be  
filed ?
3. ( a )  W h a t  is  th e  l ia b i l i ty  o f  in ­
d iv id u a l  p a r tn e r s  in  a  P a r tn e r s h ip ?
(b )  I s  th e  P a r tn e r s h ip  l ia b le  fo r  th e  
d e b ts  o f  a n  in d iv id u a l  p a r tn e r ?  (c )  
D e fin e  a  l im ite d  P a r tn e r s h ip .
4. D efine  ( a )  P r o m is s o ry  n o te , (b )  
C o g n o v it n o te ,  (c )  C o l la te ra l  n o te ,
(d )  M o rtg a g e  n o te .
5. A  n o te  g iv e n  b y  “ A ”  a n d  e n d o rse d  
b y  “ B ” d u e  in  s ix  m o n th s ,  is  n o t  p a id  
w h e n  d u e :  W h a t  s h o u ld  b e  d o n e  in  
o r d e r  to  h o ld  “ B ”  l ia b le ?
6 . ( a )  W h a t  is  th e  le g a l  r a te  o f i n ­
t e r e s t  in  O h io ?  (b )  W h a t  is  th e  m a x i­
m u m  r a te  t h a t  c a n  be  c h a rg e d  u n d e r  
c o n tr a c t?  (c )  D oes a  n o te  w i th o u t  i n ­
t e r e s t  b e fo re  d u e , b e a r  in te r e s t  a f te r  
d u e  i f  n o t  s t a te d  o n  th e  n o te ?
7. ( a )  I n  m a k in g  a  d e e d  w h a t  is  
m e a n t  b y  “ F r e e  a n d  C le a r  o f a ll  E n ­
c u m b r a n c e s ? ”  (b )  W h e n  d o  ta x e s  b e ­
c o m e  a  L ie n  o n  R e a l  E s ta te ?  (c )  W h a t  
is  th e  S ta te  F r a n c h is e  T a x  o n  O h io  
C o rp o ra tio n s  b a se d  u p o n ?  ( d )  W h a t  is  
th e  r a te ?  (e )  W h e n  is  i t  d u e  f o r  f ilin g ? '
( f )  W h e n  is  i t  p a y a b le ?
8 . W h a t  is  th e  S ta tu te  o f  L im ita t io n  
o n  ( a )  n o te ,  (b )  o p e n  a c c o u n t,  (c )  c o n ­
t r a c t .
9. D efin e  ( a )  N o p a r  C o m m o n  C a p i­
t a l  S to c k , (b )  P r e f e r r e d  C a p ita l  S to c k ,
( c )  W h a t  c la ss  o f  s to c k  in  O h io  c a r r ie s  
th e  d o u b le  l ia b i l i ty ?
10 . D efin e  ( a )  A d m in is t r a to r ,  (b )  
E x e c u to r ,  (c )  T ru s te e .
SOLUTION TO PROBLEM NO. 8 OF CONNECTI­
CUT EXAMINATION QUESTIONS
B y  JO H N  B . T A N N E R , C. P .  A . (O h io  a n d  W is c o n s in ) ,  P r e s id e n t ,  I n t e r n a ­
t io n a l  A c c o u n ta n t  S o c ie ty .
P R O C E D U R E  O F  SO L U T IO N
T h is  is  a  so m e w h a t u n u s u a l  ty p e  of 
p ro b le m  a n d  is  a n  e x c e lle n t  t e s t  o f a
C. P . A . c a n d id a te ’s a b il i ty  to  a n a ly z e  
a n d  a d ju s t  a  c o n fu se d  s i tu a t io n .
T h e re  a r e  s ix  sp ec ific  re q u ir e m e n ts ,  
a n d  th e s e  w ill  be  d e a l t  w i th  in  th e  o rd e r  
g iv e n  in  th e  p ro b le m .
I n  p r e p a i r in g  th e  a d ju s t in g  jo u r n a l  
e n tr ie s  r e q u ir e d  in  (c )  th e  o r d e r  w a s  
d e te rm in e d  b y  th e  e r r o r s  r e q u ir in g  a d ­
ju s tm e n t ,  t a k in g  f i r s t  th o s e  o n  th e  d e b it  
s id e  o f  a n  a c c o u n t,  th e n  th o s e  o n  th e  
c r e d i t  s id e .
T h e  a c c ru e d  i n te r e s t  a d d e d  to  th e  co st 
o f  th e  r e a l  e s ta te  m ig h t  h a v e  b e e n  s e t  
u p  a s  A c c ru e d  I n t e r e s t  R e c e iv a b le  a n d  
th e n  c lo sed  in to  R e a l  E s ta te  A c c o u n t—  
200 Y S t r e e t .  S in ce  i t  is  a n  a d ju s tm e n t  
o n ly , th e  m o s t  d i r e c t  m e th o d  a v a ila b le  
w a s  e m p lo y e d .
T h e re  m a y  be  a  q u e s t io n  r e g a r d in g  
th e  h a n d l in g  o f a c c ru e d  in te r e s t  o n  th e  
f i r s t  m o r tg a g e . T h e  p ro b le m  d o es  n o t  
s t a te  w h a t  r a t e  o f  i n te r e s t  is  c a r r ie d  by  
t h a t  d e b t,  b u t  c e r ta in ly  th e  i n te r e s t  o n  
i t  f ro m  th e  d a te  o f  i t s  a s s u m p tio n  (A u ­
g u s t  7 ) to  D e c e m b e r  31 , 1 9 2 4 , is  a n  ex ­
p e n se  o f th e  W h o le s a le  L u m b e r  C om ­
p a n y , a n d  sh o u ld  a p p e a r  in  i ts  P ro f i t  
a n d  L o ss  A c c o u n t. A  r a t e  o f  6 p e r  
c e n t  h a s  b e e n  a s su m e d .
I t  h a s  a lso  b e e n  a s s u m e d  t h a t  th e  
s a le s  c o n tr a c ts  in  b o th  t r a n s f e r s  o f  t i t l e  
h a v e  c o n ta in e d  th e  u s u a l  p ro v is io n  t h a t  
in te r e s t ,  ta x e s  a n d  in s u r a n c e  w e re  a d ­
ju s te d  to  d a te  o f s a le  a n d  a c c o rd in g ly  
n o  a c c o u n t  h a s  b e e n  t a k e n  o f  in te r e s t  
t h a t  m a y  h a v e  a c c ru e d  o n  th e  f i r s t  m o r t ­
g a g e  p r io r  to  A u g u s t  7.
I n  a n s w e r in g  r e q u ir e m e n t  (d )  i t  is  
a s s u m e d  t h a t  no  c h a n g e s  w e re  d e s ire d  
in  th e  a c c o u n ts  e x c e p t s u c h  a s  w o u ld  
b e  m a d e  b y  a d ju s t i n g  jo u r n a l  e n tr ie s .  
A c c o rd in g ly  th e  e n tr i e s  a l r e a d y  a p p e a r ­
in g  in  th e  a c c o u n ts  a s  g iv e n  in  th e  
p ro b le m  a r e  n o t  r e p e a te d ,  a n d  th e  a d ­
j u s t in g  e n tr i e s  a r e ,  th e r e f o r e ,  m e re ly
a d ju s tm e n ts  o f  th e  b a la n c e , i f  a n y , a p ­
p e a r in g  in  a n  a c c o u n t  o r  a c c o u n ts  a s  
o f D e c e m b e r 31 , 1 9 2 4 . A ll a d ju s tm e n ts  
o f e x p e n se  a n d  in co m e  h a v e  b e e n  m a d e  
th r o u g h  S u rp lu s  a n d  P ro f i t  a n d  L o ss. 
T h e  r e q u ir e m e n t  w a s  n o t  in te r p r e te d  a s  
m e a n in g  t h a t  s e p a ra te  a c c o u n ts  fo r  I n ­
te r e s t ,  R e n t ,  e tc ., s h o u ld  be  p u t  o n  th e  
b o o k s  a t  th is  t im e .
(A ) C R IT IC IS M S
1. S e c o n d  M o r tg a g e  A  f r o m  J o h n  
S m ith .— A  m o r tg a g e  is  e s s e n t ia l ly  a  
n o te  r e c e iv a b le  s e c u re d  b y  a  t r u s t  d e ed  
o r  m o r tg a g e  d e ed . F o r  a l l  p u rp o s e s  o f  
a c c o u n tin g , th e r e f o r e ,  th e  m o r tg a g e  r e ­
c e iv a b le  a c c o u n t  sh o u ld  b e  h a n d le d  j u s t  
a s  a  n o te ’s re c e iv a b le  a c c o u n t w o u ld  
be  h a n d le d ,  b e in g  d e b ite d  w ith  th e  
a m o u n t  o f th e  o b lig a t io n  a n d  c re d i te d  
w ith  p a y m e n ts .  T h e  i n te r e s t  i te m s  
s h o u ld  a c c o rd in g ly  be  e l im in a te d  f ro m  
th is  a c c o u n t  a n d  sh o w n  s e p a ra te ly  a s  
in co m e .
2. S e c o n d  M o r tg a g e  B  f ro m  W ill ia m  
J o n e s .— T h is  a c c o u n t is  s u b je c t  to  t h e  
s a m e  c r it ic is m  a s  S e c o n d  M o rtg a g e  A 
A c c o u n t, a n d  th e  in te r e s t  i te m s  sh o u ld  
b e  e l im in a te d  f ro m  th is  a c c o u n t  a n d  
sh o w n  s e p a ra te ly  a s  e x p e n se  o r  in c o m e  
a s  th e  c a se  m a y  be . In  a d d i t io n  th e  
a c c o u n t  is  s u b je c t  to  c r it ic is m  fo r  i n ­
c lu d in g  th e  t r a n s a c t io n s  r e s u l t in g  f ro m  
u s in g  th e  m o r tg a g e  a s  c o l la te r a l  f o r  a  
b a n k  lo a n . S u ch  u se  is  n o t  a  p a y m e n t  
o f  th e  m o r tg a g e  a n d  n o  c r e d i ts  s h o u ld  
b e  m a d e  in  th e  m o r tg a g e  a c c o u n t  a s  a  
r e s u l t  o f  s u c h  u se  o f  th e  m o r tg a g e  n o te . 
T h e  lo a n  s e c u re d  f ro m  th e  b a n k  is  a  
n o te  p a y a b le  a n d  sh o u ld  b e  sh o w n  in  
N o te s  P a y a b le  a c c o u n t  a s  a  l ia b i l i ty ,  
a n d  th e  p a y m e n ts  to  th e  b a n k  o n  a c ­
c o u n t  o f  th e  n o te  sh o u ld  b e  sh o w n  a s  
r e d u c t io n s  o f  t h a t  l ia b i l i ty .
I t  is  a lso  im p ro p e r  to  in c re a s e  th e  
d e b it  o f S e c o n d  M o rtg a g e  B b y  th e  c o s ts  
in c u r r e d  in  fo re c lo s in g  th e  m o r tg a g e . 
T h e s e  a re ,  h o w e v e r , a  p r o p e r  c h a rg e  to
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th e  c o s t o f  th e  r e a l  e s ta te  a c q u ir e d  
th r o u g h  fo re c lo s u re .
3. B e a l  E s t a t e  A c c o u n t  2 0 0  Y  S t r e e t .  
— I n a s m u c h  a s  th e  a m o u n t  sh o w n  a s  
th e  in v e s tm e n t  in  th is  p r o p e r ty  w a s  d e ­
te r m in e d  b y  t a k in g  th e  n e t  f ig u re  r e ­
s u l t in g  f ro m  e r ro n e o u s  d e b its  a n d  
c r e d i ts  in  th e  S e c o n d  M o rtg a g e  B a c ­
c o u n t, th e  in i t i a l  e n t r y  is , o f  c o u rse , in  
e r ro r .  T h e  m e th o d  i t s e l f  is  c o r re c t  a s  
f a r  a s  i t  g o es, s in c e  o n e  i te m  o f  th e  
c o s t o f  th e  r e a l  e s ta te  is  th e  n e t  a m o u n t  
o f  th e  d e b t  o n  a c c o u n t  o f  w h ic h  th e  
m o r tg a g e  w a s  fo re c lo se d . T h is  w o u ld  
h a v e  b e e n  s h o w n  b y  a  p r o p e r  a c c o u n t­
in g  f o r  S e c o n d  M o rtg a g e  B . S e v e ra l 
o th e r  i te m s  e n te r  in to  th e  c o s t, h o w ­
e v e r .
M e n tio n  h a s  a l r e a d y  b e e n  m a d e  o f  
th e  c o s ts  o f  fo re c lo s u re  a s  p a r t  o f  th e  
r e a l  e s ta te  c o s t. A n o th e r  i te m  is  th e  
i n te r e s t  a c c ru e d  a n d  u n p a id  a t  t im e  o f 
fo re c lo s u re .  T h e  m o s t  im p o r ta n t  i te m  
in  t h is  p a r t i c u l a r  c a se  is  th e  f i r s t  m o r t ­
g a g e  o f  $ 2 0 ,0 0 0  a s s u m e d  b y  th e  L u m ­
b e r  C o m p an y . T h is  b e co m es  a  m o r t ­
g a g e  p a y a b le  o f  th e  L u m b e r  C o m p an y , 
a n d  th e  L u m b e r  C o m p a n y  is  p r im a r i ly  
l ia b le  f o r  i t s  p a y m e n t.  I t  is  im p o r ta n t  
to  u n d e r s ta n d  t h a t  th e  L u m b e r  C om ­
p a n y  d id  n o t  a c q u ir e  m e re ly  a n  e q u ity  
in  th e  p r o p e r ty  in  th is  in s ta n c e .
I t  is  a lso  in c o r r e c t  to  d e b i t  th e  R e a l  
E s t a t e  a c c o u n t  w i th  i n te r e s t  p a id  on  
a n  in d e b te d n e s s  s e c u re d  b y  th e  r e a l  
e s ta te .  T h e  p ro p e r  d e b it  is  to  in te r e s t  
e x p en se .
T h e  r e n t s  re c e iv e d  f ro m  th e  p ro p e r ty  
sh o u ld  h a v e  b e e n  sh o w n  in  a  s e p a ra te  
a c c o u n t a s  in c o m e  f ro m  r e n ts .
4. In  a d d it io n  to  th e  fo re g o in g  c r i t i ­
c ism s  m e n t io n  m a y  b e  m a d e  o f  th e  f a c t  
t h a t  in  p ra c t ic e  so m e  p ro v is io n  w o u ld  
h a v e  to  b e  m a d e  f o r  ta x e s  a n d  p ro b a b ly  
f o r  d e p re c ia t io n , in s u r a n c e  a n d  r e p a i r s .
(b )  I  w o u ld  n o t  c e r t i f y  a  b a la n c e  
s h e e t  sh o w in g  th e  u n a d ju s te d  b o o k  
f ig u re s  fo r  r e a l  e s t a te  o r  o th e r  a c c o u n ts .  
I f  a n  a u d i to r  s h o u ld  c e r t i f y  s u c h  a  b a l­
a n c e  sh e e t,  th e  q u a lif ic a tio n  m ig h t  r e a d  
a s  fo llo w s :
“ T h e  b a la n c e  s h e e t  is  in  a g r e e m e n t  
w i th  th e  b o o k s . T h e  a m o u n t  s h o w n  fo r  
R e a l  E s ta te  A c c o u n t— 200  Y S tr e e t ,  is 
th e  c o m p a n y ’s d e te r m in a t io n  o f  th e  c o s t 
o f  th e  e q u ity  in  p r o p e r ty  a c q u ir e d  f ro m  
a  c u s to m e r  b y  fo re c lo s u re ,  b u t  is  s u b ­
j e c t  to  a d ju s tm e n t  f o r  i te m s  in c o r r e c t ly  
in c lu d e d  in  th e  c a lc u la t io n . T h e  c o r ­
r e c t  a m o u n t  is  $ 3 ,5 0 6 .5 0 , b u t  s in c e  th e  
c o m p a n y  n o w  o w n s  th e  p r o p e r ty  s u b je c t  
to  f i r s t  m o r tg a g e  ( a s s u m e d )  o f  $ 20 , 000 , 
a n d  a  se c o n d  m o r tg a g e  o f  $ 7 ,7 8 0 , th e  
b o o k s  sh o u ld  sh o w  th is  r e a l  e s ta te  a t  
t o ta l  c o s t o f  $ 3 1 ,2 8 6 .5 0 , a n d  th e  in ­
co m e  a c c o u n t  sh o u ld  b e  a d ju s te d  to  
sh o w  $ 3 1 .2 1  ex cess  o f  in c o m e  i te m s  
o v e r  e x p en se  i te m s  in v o lv e d  in  t h is  a n d  
o th e r  c a lc u la t io n s .”
(c )  A d ju s t in g  J o u r n a l  E n tr ie s .
I .  F O R  SE C O N D  M O R T G A G E  A  O F  JO H N  S M IT H , A S  O F  D E C . 3 1
( 1 )  S e c o n d  M o rtg a g e  A — J o h n  S m i t h .........................................  $ 2 8 .6 1
S u rp lu s  ........... ......................................................................................
T o ta k e  o u t  a m o u n t  c re d i te d  in  1923  to  M o rtg a g e  
a c c o u n t  in s te a d  o f  to  I n te r e s t .
( 2 )  S eco n d  M o rtg a g e  A — J o h n  S m ith  .........................................  29 .92
P ro f i t  a n d  L o s s ..................................................................................
T o  ta k e  o u t  a m o u n t  c r e d i te d  in  192 4  to  M o rtg a g e  
a c c o u n t  in s te a d  o f  to  I n te r e s t ,  a s  fo llo w s:
J u n e  2 9 ............................................................  $ 19 .51
D e ce m b er 29 ............................................... 10 .41
29 .92
II . FO R SECOND MORTGAGE B  OF WM. JONES, AS O F DEC. 31 ,
(3 )  N o te s  P a y a b l e ..................................................................................... $ 1 ,2 2 0 .0 0
S eco n d  M o rtg a g e  B — W m . J o n e s ............................................
T o  c h a rg e  to  N o te s  P a y a b le  th e  p a r t i a l  p a y m e n ts  
on  n o te  to  b a n k , th e  a m o u n ts  in c o r re c t ly  c h a rg e d  
to  th e  M o r tg a g e  R e c e iv a b le  a c c o u n t a s  fo llo w s:
A p r il  2 ............................................................  $ 5 2 0 .0 0
J u ly  2 ...............................................................  7 0 0 .0 0
1,220.00
(4 )  P ro f i t  a n d  L o s s ..................................................................................  243 .90
S eco n d  M o rtg a g e  B— W m . J o n e s  .........................................
T o  c h a rg e  off d is c o u n t  o n  n o te s  to  b a n k , fo r  
a m o u n ts  in c o r r e c t ly  c h a rg e d  to  th e  M o r tg a g e  
R e c e iv a b le  a c c o u n t  a s  fo llo w s:
A p r i l  2 ............................................................  $ 1 2 7 .2 0
J u ly  2 ...............................................................  1 1 6 .7 0
2 4 3 .9 0
(5 )  R e a l  E s ta t e  A c c o u n t— 200 Y  S t r e e t .................................... 22 9 .5 0
S eco n d  M o rtg a g e  B— W m . J o n e s .........................................
T o ta k e  o u t  fo re c lo s u re  a n d . t i t l e  s e a rc h  ex p en ses  
in c o r r e c t ly  c h a rg e d  to  th e  M o rtg a g e  R e c e iv a b le  
a c c o u n t  a s  fo llo w s:
F o re c lo s u re  a n d  a t to r n e y 's  f e e s . . .  $ 2 1 4 .5 0  
F o r  t i t l e  s e a r c h ............................................  1 5 .0 0
2 2 9 .5 0
( 6 ) P ro f i t  a n d  L o s s ..................................................................................... 1 3 5 .0 0
S eco n d  M o rtg a g e  B— W m . J o n e s ................... ..  8 ,8 6 5 .0 0
N o te s  P a y a b l e .....................................................................................
T o  s e t  u p  a t  fa c e  v a lu e  n o te  p a y a b le  g iv e n  to  b a n k , 
to  c h a rg e  off d is c o u n t  o n  n o te , a n d  to  c o r re c t  
M o rtg a g e  R e c e iv a b le  a c c o u n t  f o r  a m o u n t  o f  n e t  
p ro c e e d s  in c o r r e c t ly  c re d i te d .
( 7 )  S eco n d  M o rtg a g e  B :— W m . J o n e s ............................................  4 2 0 .5 5
P ro f i t  a n d  L o s s ......................................... .......................................
T o  t a k e  o u t  in te r e s t  in c o r r e c t ly  c r e d i te d  to  th e  
M o rtg a g e  R e c e iv a b le  a c c o u n t  in  1 9 2 4 .
( 8 ) R e a l  E s t a t e  A c c o u n t—-200 Y S t r e e t ....................................  7 ,5 9 2 .1 5
S e c o n d  M o rtg a g e  B— W m . J o n e s .........................................
T o  c lo se  o u t  b a la n c e  o f  th e  M o rtg a g e  R e c e iv a b le  
a c c o u n t  to  R e a l  E s ta te .
(9 )  P ro f i t  a n d  L o ss  ................................................................................ 2 2 3 .4 0
R e a l  E s ta te  A c c o u n t— 200 Y S t r e e t ......................... ..
T o  t a k e  o u t  in te r e s t  o n  m o r tg a g e  h e ld  b y  b a n k  in ­
c o r re c t ly  c h a rg e d  to  R e a l  E s ta te .
(1 0 )  R e a l  E s t a t e  A c c o u n t— 200 Y S t r e e t .................................... 5 6 0 .0 0
P ro f i t  a n d  L o s s ..................................................................................
T o  t a k e  o u t  r e n t s  re c e iv e d  a n d  in c o r re c t ly  c r e d i te d  
to  th e  R e a l  E s t a t e  a c c o u n t.
(1 1 )  N o te s  P a y a b l e ......................................... ...........................................  7 ,7 8 0 .0 0
S eco n d  M o rtg a g e  P a y a b le  ..........................................................
T o  s e t  u p  se c o n d  m o r tg a g e  g iv en  to  b a n k  in  ex­
c h a n g e  f o r  n o te .
(1 2 )  R e a l  E s ta t e  A c c o u n t— 200  Y  S t r e e t  ....................................  2 0 ,0 0 0 .0 0
F i r s t  M o r tg a g e  P a y a b l e ...............................................................
T o  s e t  u p  l ia b i l i ty  f o r  f i r s t  m o r tg a g e  p a y a b le  a s ­
su m e d  o n  p ro p e r ty ,
(1 3 )  R e a l  E s ta t e  A c c o u n t— 200  Y S tr e e t  .................................  8 1 .10
P ro f i t  a n d  L o s s ............................................................ .. ...................
T o  c r e d i t  P ro f i t  a n d  L o ss  w i th  a c c ru e d  in te r e s t  o n  
M o rtg a g e  R e c e iv a b le  f ro m  J u ly  1 to  A u g u s t  7—
38 d a y s , a n d  to  s e t  i t  u p  a s  a  p a r t  o f  c o s t  o f  a c ­
q u is i t io n  o f  p r o p e r ty .
, 1 9 2 4
$28 .6 1
29 .92
1 9 2 4
$ 1,220.00
2 4 3 .9 0
22 9 .5 0
9 ,0 0 0 .0 0
4 2 0 .5 5
7 ,5 9 2 .1 5
2 2 3 .4 0
5 6 0 .0 0
7 ,7 8 0 .0 0
20 ,000.00
8 1 .1 0
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HOLMES & BREWSTER’S
Procedure and Practice
B E F O R E  T H E
U. S. Board of Tax Appeals
B Y
GEORGE E. HOLMES
of th e  N ew  Y o rk  an d  D is tr ic t  o f  Co­
lu m b ia  B ars . A u th o r  o f  "H olm es 
F e d e ra l T ax es”
an d
KINGMAN BREWSTER
of th e  M a ssac h u se tts  an d  D is tr ic t  of 
C o lum bia  B ars.
T h e fo l lo w in g  co m m e n ts  b y  th o s e  w h o  
h a v e  ex a m in ed  th is  b o o k  e v id e n c e  i t s  
v a lu e  to  th e  p r a c t it io n e r  b e fo r e  th e  
B oard  o f  T a x  A p p ea ls:
“P le a se  accep t m y  s in ce re  th a n k s  fo r 
y o u r c o u rte sy  an d  k in d n ess  in  p re s e n t­
in g  m e w ith  th is  book. As I  sa id  to  
you be fo re , I  fe e l s u re  th a t  th is  w ill 
m ee t a  re a l need  w ith  th e  p ra c t i t io n e r ,” 
J . G ILM ER KORNE R, JR ., 
C hairm an , U. S. B oard  of T ax  A ppeals.
“T h is  book is c h a ra c te riz e d  by  th e  
sam e th o ro u g h n ess  o f y o u r  o th e r  p u b - 
lic a tio n s  an d  w ill b e  o f re a l se rv ice  to  
m em bers o f th e  b a r .”
NEW TON K. FOX, 
A s s is ta n t So licito r, B u re au  o f In te rn a l  
R evenue.
“I  be lieve  th a t  such  a  w o rk  m ay  be 
of m uch  v a lu e  in  b rin g in g  b e fo re  a t ­
to rn e y s  a n d  a c c o u n ta n ts  w ho h an d le  
ta x  m a t te r s  th e  l im its  o f th e  j u r isd ic ­
tio n  o f th e  B oard  an d  fo rm a li ty  o f th e  
p ro ced u re  a s  d is tin c t fro m  th e  in fo r ­
m al p ro ced u re  b e fo re  th e  v a r io u s  d i­
v isio n s of th e  Office o f th e  C om m is­
s io n e r  o f In te r n a l R ev en u e .”
PE R C Y  W . PH IL L IP S , 
M em ber, U. S. B o a rd  o f T a x  A ppeals.
“I  h av e  a lre a d y  found  i t  v e ry  u se fu l 
a n d  I  im a g in e  i t  w ill be  a  g re a t  a id  to
p ra c t it io n e rs  b e fo re  th e  B o a rd . "
PE R C Y  S. C R E W E , 
S p ec ia l A tto rn ey , B u reau  o f In te rn a l  
R evenue.
“I  w a s  m uch  in te re s te d  in  y o u r  r e ­
cen t book, w h ich  seem s to  cover th e  
field q u ite  fu lly . I t  is  a  w elcom e a d ­
d itio n  to  o u r  l ib ra ry .”
F E L IX  T. SM ITH, 
P illsb u ry , M adison & S u tro , San F r a n ­
cisco, C alif.
F le x ib le  B in d in g , P r i c e  $ 4  D e liv e re d
F o r  s a le  b y
JOHN BYRNE & COMPANY
7 1 5  1 4 th  S t .  N . W ., W a s h in g to n ,  D . C .
HOTEL LAFAYETTE
S ix te e n th  a n d  I  S t r e e ts  
W a s h in g to n ,  D . O.
CENTRALLY LOCATED
W ithin three blocks of Treasury 
Department
A Complete Tax Library 
Available for use of guests.
W rite or Wire for Reservations.
MODERATE RATES
(1 4 )  P ro f i t  a n d  L o s s ..................................................................................  4 8 6 .6 7
A c c ru e d  I n t e r e s t  P a y a b l e ............................................................  486 .67
I n te r e s t  a c c ru e d  a t  D e ce m b er 31 , 1 9 2 4 , o n  F i r s t  
M o rtg a g e , $ 2 0 ,0 0 0 , A u g . 7 to  D ec. 31 , 1 9 2 4 .
(1 5 )  P ro f i t  a n d  L o s s ..................................................................................  2 .60
S u rp lu s  ..................................................................................................  2 .60
To c lo se  P ro f i t  a n d  L o ss  in to  S u rp lu s .
(d )  L e d g e r  A c co u n ts .
SE C O N D  M O R T G A G E  A — JO H N  S M IT H  
D e b its  C re d its
192 4  1925
(1 )  D ec. 31 T o S u rp lu s  . . . $ 2 8 .6 1  J a n .  1 B a l a n c e ...........................
(2 )  D ec. 31 T o  P ro f .  & L o ss 2 9 .9 2  1924
D ec. 31 B a l a n c e ........................
5 8 .5 3  ____________
192 5
J a n .  1 B a l a n c e ............................ $ 3 7 .5 0
SE C O N D  M O R T G A G E  B — W M . JO N E S  
D e b i ts  C re d its
1 9 2 4  1924
( 6 ) D ec. 31 N o te s  P a y a b le .  $ 8 ,8 6 5 .0 0  (3 )  D ec. 31 N o te s  P a y a b le .  $ 1 ,2 2 0 .0 0
(7 )  D ec. 31 P ro f .  & L o ss  . .  4 2 0 .5 5  ( 4 )  D ec. 31 D i s c o u n t ...........  2 4 3 .9 0
(5 )  D ec. 31 R e a l  E s ta te  . .  2 2 9 .5 0  
( 8 ) D ec. 31 R e a l  E s ta te  . . 7 ,5 9 2 .1 5
9 ,2 8 5 .5 5  9 ,2 8 5 .5 5
$ 2 1 .0 3
3 7 .5 0
5 8 .5 3
R E A L  E S T A T E  A C C O U N T — 2 0 0  Y  S T R E E T
D e b its
1925
J a n .  1 B a l a n c e ......................... ..  $ 3 ,0 4 7 .1 5
192 4
(5 )  D ec. 31 2d  M tg . B -Jo n e s  2 2 9 .5 0  
( 8 ) D ec. 31 2d  M tg . B -Jo n e s  7 ,5 9 2 .1 5  
(1 0 )  D ec. 31 R e n ts  R e c e iv e d  5 6 0 .0 0
(1 2 )  D ec. 31 1 s t  M tg . P a ’b le  2 0 ,0 0 0 .0 0
(1 3 )  D ec. 31 P ro f i t  & L o s s .  8 1 .1 0
C re d its
192 4
(9 )  D ec. 31 I n t e r e s t  . 
D ec. 31 B a la n c e  .
$ 2 2 3 .4 0
3 1 ,2 8 6 .5 0
3 1 ,5 0 9 .9 0  .
192 5
J a n .  1 B a l a n c e ......................... $ 3 1 ,2 8 6 .5 0
N O T E S  P A Y A B L E — B A N K
D e b its
192 4
(3 )  D ec. 31 2d  M tg . B -Jo n e s  $ 1 ,2 2 0 .0 0  
(1 1 )  D ec. 31 2d  M tg . P a y a b le  7 ,7 8 0 .0 0
3 1 ,5 0 9 .9 0
C re d its
1924
( 6 ) D ec. 31 2 d  M tg  B -Jo n e s  $ 9 ,0 0 0 .0 0
9 ,0 0 0 .0 0 9 ,0 0 0 .0 0
SE C O N D  M O R T G A G E  P A Y A B L E — 2 0 0  Y  S T R E E T
D e b its
1924
D ec. 31 B a la n c e  ................... .. $ 7 ,7 8 0 .0 0
C re d its
19 2 4
(1 1 )  D ec. 31 N o te s  P a y a b le .  $ 7 ,7 8 0 .0 0
7 ,7 8 0 .0 0
192 5
J a n .  1 B a l a n c e ......................
F IR S T  M O R T G A G E  P A Y A B L E — 2 0 0  Y  S T R E E T  
D e b its  C re d its
1 9 2 4  1 9 2 4
D ec. 31 B a l a n c e .........................$ 2 0 ,0 0 0 .0 0  (1 2 )  D ec. 31 R e a l  E s t a t e .
20,000.00
7 ,7 8 0 .0 0
$ 7 ,7 8 0 .0 0
$ 2 0 ,0 0 0 .0 0
2 0 ,000 .00
D e b its
192 4
D ec. 31 B a la n c e
1925
J a n .  1 B a l a n c e ............................$ 2 0 ,0 0 0 .0 0
S U R P L U S
C re d its
1924
$ 3 1 .2 1  (1 )  D ec. 31 I n t .  192 3  o n
S m ith  M t g ......................  $ 2 8 .6 1
( 1 5 )  D ec. 31 B a la n c e  f ro m
P r o f i t  & L o s s ..............  2 .6 0
3 1 .21 3 1 .21
1 9 2 5
J a n .  1 B a l a n c e ................. $ 3 1 .2 1
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P R O F I T  A N D  L O SS
D e b its
19 2 4
(4 )  D ec. 31 D is. o n  N o te s
P a y a b le  ...........................
( 6 ) D ec. 31 D is. o n  N o te s
P a y a b le  ...........................
(9 )  D ec. 31 In t .  o n  2d  M tg .
(1 4 )  D ec. 31 I n t .  A u g . 7-
D ec. 3 1 -1s t  M tg ...........
( 1 5 )  D ec. 31 B a l. to  S u rp lu s
$ 2 4 3 .9 0
1 3 5 .0 0
2 2 3 .4 0
4 8 6 .6 7
2 .60
1 ,0 9 1 .5 7
C re d its
1 92 4
( 2 )  D ec. 31 I n t .  R e cd . o n
S m ith  M tg ........................ $2 9 .9 2
(7 )  D ec. 31 I n t .  R e cd . on
J o n e s  M tg ........................  4 2 0 .5 5
( 1 0 )  D ec. 31 R e n t  R e cd. 200
Y S t ...................................... 5 6 0 .0 0
( 1 3 )  D ec. 31 I n t .  o n  J o n e s
M tg . J u ly  1 -A u g . 7 .  . 81 .10
1 ,0 9 1 .5 7
19 2 4
D ec. 31 B a la n c e
A C C R U E D  IN T E R E S T  P A Y A B L E  
19 2 4
...........  $ 4 8 6 .6 7  (1 4 )  D ec. 31 In t .
J u ly  1-D ec.
1s t  
31 .
M tg .
4 8 6 .6 7
D ec. 31 B a la n c e
$ 4 8 6 .6 7  
4 8 6 .6 7  
$ 4 8 6 .6 7
( e )  O n  th e  b a s is  o f  in f o r m a t io n  a v a i la b le  i t  a p p e a r s  t h a t  th e  c o r p o ra t io n  
u n d e r p a id  i t s  in co m e  ta x  in  b o th  1 9 2 3  a n d  19 2 4  a s  in d ic a te d  b y  th e  s u r p lu s  a c ­
c o u n t  n e t  c r e d i t  a d ju s tm e n t  o f  $ 2 8 .6 1  (1 9 2 3  in c o m e )  a n d  p ro f i t  a n d  lo ss  a c c o u n t 
n e t  c r e d i t  a d ju s tm e n t  o f  $ 2 .6 0  (1 9 2 4  in c o m e ) .
N o  a c c o u n t,  h o w e v e r , h a s  b e e n  t a k e n  o f p o ss ib le  d e p re c ia t io n , in s u ra n c e ,  
ta x e s , r e p a i r s  o r  o th e r  e x p e n se s  w h ic h  w o u ld  te n d  to  re d u c e  th e  p ro f i t  a n d  lo ss  
a c c o u n t  n e t  c r e d i t  a d ju s tm e n t .
( f )  A s in d ic a te d  in  (b )  th e  c o m p a n y ’s e q u ity  in  th e  p ro p e r ty  c o s t $ 3 ,5 0 6 .5 0 . 
a n d  i f  so ld  fo r  $ 1 0 ,0 0 0  th e  p ro f i t  w o u ld  be  $ 6 ,4 9 3 .5 0 .
ANNOUNCEMENTS
Ellis, Pinkerton and Company, 
Certified Public Accountants, 30 
N orth La Salle Street, Chicago, Il­
linois, announce th a t Joseph G. 
Terry, C. P. A., has been admitted 
to membership in the firm.
Bernstein & Feiring, Certified 
Public Accountants, announce the 
removal of their offices to 1540 
Broadway, New York City.
Morris M. Herman, C. P. A., an­
nounces the removal of his offices 
on April 1st, to the Knickerbocker 
Building, 152 West 42nd Street, 
New York City.
Robert A. Feldman, C. P. A., an­
nounces the opening of offices a t 
140 West 42nd Street, New York 
City, for the general practice of ac­
countancy.
Frank G. DuBois, C. P. A., Kin­
ney Building, Newark, N. J., an­
nounces th a t after May 1, 1926, he 
will be located a t 1728 Federal 
T rust Building, Newark, N. J.
W ebster & Galloway, Certified 
Public Acountants, announce the
removal of their offices on April 
1st, 1926, from the W right & Cal­
lender Building to the Pacific Na­
tional Bank Building, Hill Street at 
Ninth, Los Angeles, California.
Louis Schlefer, Public Account­
ant and Auditor, 220 F ifth  Ave., 
New York City, has been admitted 
to practice as counsellor-at-law.
Benjamin Donzis, C. P. A., an­
nounces his resignation from the 
Income Tax Unit of the Treasury 
Department and the opening of of­
fices for the practice of public ac­
counting in the Woodward Build­
ing, Washington, D. C.
J. W. Boyle & Co., Certified Pub­
lic Accountants, announce the re­
moval of their E ast St. Louis office 
to 1403 State Street, E ast St. 
Louis, Illinois. The firm also has an 
office a t 1007 Arcade Building, St. 
Louis, Missouri.
Simonoff, Peyser & Citrin, Cer­
tified Public Accountants, One 
Madison Avenue, New York City, 
announce th a t Morris Levinson, C. 
P. A., who has been associated
with the firm for the past ten  
years, has been adm itted to mem­
bership in the firm, as of March 
15, 1926.
Edwards, Clark & Edwards an­
nounce the removal of the ir offices 
from 1015 Chestnut S treet to 1008 
Public Ledger Building, Philadel­
phia, Pa.
Gottheimer-Getz & Company, 
Certified Public Accountants, an­
nounce the removal of their offices 
on April 15th, 1926, to 570 Seventh 
Avenue, Seventh Avenue a t 41st 
Street, New York City.
Nasmyth & Brockelbank, 51 
Chambers Street, New York City, 
announce the removal of their New 
Jersey office to the Hague Build­
ing, 96-98 Washington Street, 
Newark, N. J., where they will con­
tinue the general practice of pub­
lic accountancy.
L. T. Diebels, C. P. A., announces 
as of March 31, 1926, the admis­
sion to partnership of W. R. Henry, 
Jr., C. P. A., and attorney a t law, 
and Peter Haugaard, C. P. A., fo r 
the practice of public accounting 
under the firm name of L. T. 
Diebels & Company, Certified P u b - 
lic Accountants, 485 California 
Street, San Francisco, California.
John Zimmerman, C. P. A., an­
nounces the removal of his office 
to Room 430, 149 Broadway, New 
York City. 
Irgang and Rubin announce the 
removal of their offices on May 1st, 
1926, to 276 F ifth  Avenue, New 
York City.
Charles H. Allen, C. P. A., an­
nounces the removal of his office 
to 313 Braniff Building, Oklahoma 
City, Okla.
H arry Pearlberg, C. P. A., an­
nounces the removal of his offices 
to 570 Seventh Avenue, corner 
41st Street, New York City.
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Royston and Company announce 
th a t a fte r April 26th, 1926, their 
offices will be a t 806-7-8-9 Federal 
Reserve Bank Building, Liberty 
Avenue a t Ninth Street, P itts­
burgh, Pa.
William Clabaugh, Raymond M. 
Florence, S. Frank Levy and John 
H. Simon, all certified public ac­
countants of the District of Co­
lumbia, announce the formation of 
a partnership for the practice of 
public accountancy under the firm 
name Wm. Clabaugh & Co., Certi­
fied Public Accountants, 1319 F  
S treet N. W., Washington, D. C.
Dempsey and Moreton, Certified 
Public Accountants, announce the 
removal of their offices on April 1, 
1926, from suite 836 to suite 508 
Security Building, Los Angeles, 
California.
E rnest E. Godfrey, C. P. A., an­
nounces the removal of his office 
from the California Bank Building 
to 611 Pacific-Southwest Bank 
Building, 215 West Sixth Street, 
Los Angeles, California.
Charles Dardeck, C. P. A., an­
nounces the removal of his office to 
1457 Broadway, New York City.
Blumenstock & Sugarman, Cer­
tified Public Accountants, 110 
E ast 42nd Street, New York City, 
announce the dissolution of their 
partnership by mutual consent as 
of April 1, 1926. M. Blumenstock,
C. P. A., and M. Sugarman, C. P. 
A., will continue the practice of 
public accounting as individuals a t 
the same address.
Saul Levy, C. P. A., announces 
the removal of his offices to 475 
F ifth  Avenue, New York City.
Dwight N. Burham, C. P. A., 
and Maurice A. Martin, C. P. A., 
practicing under the firm name of
D. N. Burnham & Co., Public Ac­
countants and Auditors, announce 
the removal of the ir office from 
619 District National Bank Build­
ing to 901 Vermont Building, 
Washington, D. C., effective May 1, 
1926.
Raymond L. Price, C. P. A., an­
nounces the removal of his office to 
601 Citizens National Bank Bldg., 
Raleigh, North Carolina.
Forrest E. Ferguson & Co., an­
nounce the opening of an office a t 
Room 416, 91 State Street, Albany, 
New York.
R. L. Crofton, C. P. A., 29 S. La 
Salle St., Chicago, Illinois, a mem­
ber of The American Society, has 
ju s t completed a series of forty- 
two daily one column articles in 
The Chicago Daily News, covering 
each day, some phase of the sub­
ject of Income tax.
James J. Adams, C. P. A., an­
nounces th a t a fte r May 1 ,  1926, he 
will be located a t 25 Church Street, 
New York City.
Samuel Lippman, C. P. A., an­
nounces the removal of his offices 
from 38 Park Row to 1440 Broad­
way, New York City, as of May 1, 
1926.
Bernard D. Hathcock, C. P. A., 
announces his resignation as a 
member of the office of the Solici­
tor of Internal Revenue to enter 
the practice of accounting as the 
Washington Manager of the firm 
of Chambellan, Berger & Welti, 
Certified Public Accountants, Mun- 
sey Building, Washington, D. C.
A. W. Ehrman, C. P. A., and 
Wm. T. McConnell, C. P. A., of the 
firm of A. W. Ehrm an & Co., an­
nounce the removal of his offices 
to Suite 2229-34 F irst National 
Bank Building, Detroit, Michigan, 
May 1, 1926.
The firm of Alexander, Cochran 
& Huffman, with offices a t 621 Hip­
podrome Building, Cleveland, Ohio, 
wishes to announce th a t M. C. 
White, C. P. A., who has been asso­
ciated with them for the past year
was formally admitted as a p art­
ner as of January 1, 1926. For 
several years Mr. White was on the 
staff of Nau, Rusk and Swearingen, 
Cleveland. The partnership will 
continue to operate under the firm 
name of Alexander, Cochran and 
Huffman.
EFFECTIVE WORK OF C. P. A.’s
A  f e a tu r e  o f  th e  n e w  ta x  la w  t h a t  is  
b e in g  re c e iv e d  w ith  sp e c ia l  s a t is f a c t io n  
b y  m a n y  ta x p a y e r s  is  t h a t  m a k in g  ex ­
p re s s  p ro v is io n  f o r  a n  in s ta l lm e n t  
m e th o d  o f  r e p o r t in g  ta x a b le  in c o m e  o n  
in s ta l lm e n t  s a le s , w h ic h  is  m a d e  r e t r o ­
a c t iv e  to  J a n u a r y  1, 1 9 1 6 . W e  a r e  i n ­
fo rm e d  t h a t  th e  e n a c tm e n t  o f  t h i s  se c ­
tio n  in  th e  a c t  w a s , to  a  c o n s id e ra b le  
e x te n t ,  d u e  to  th e  la r g e  n u m b e r  o f  c e r ­
tif ie d  p u b lic  a c c o u n ta n ts  w h o  u rg e d  
th e i r  S e n a to r s  to  v o te  f o r  th is  a m e n d ­
m e n t  o f  th e  H o u se  b ill.
H a d  th e  u n c e r ta in ty  c re a te d  b y  th e  
d e c is io n  o f  th e  B o a rd  o f  T a x  A p p e a ls  
in  th e  T o d d  c a se  n o t  b e e n  c le a re d  u p  b y  
s t a tu t e ,  i t  w o u ld  p ro b a b ly  h a v e  m e a n t  a  
g r e a t  d e a l  o f  a d d i t io n a l  w o rk  f o r  p u b lic  
a c c o u n ta n ts .  I n  s u p p o r t in g  th e  i n ­
s ta l lm e n t  s a le s  a m e n d m e n t ,  p u b lic  a c ­
c o u n ta n ts  d e m o n s tr a te d  t h e i r  i n te r e s t  
in  p r o p e r  t a x  la w s  f a v o ra b le  to  t h e i r  
c lie n ts  to  b e  g r e a t e r  t h a n  t h e i r  d e s ire  
to  b u i ld  u p  p e r s o n a l  b u s in e ss .
A m o n g  th o s e  o f  th e  a c c o u n tin g  p r o ­
fe s s io n  m o s t  a c t iv e ly  s u p p o r t in g  th e  
n e w  p ro v is io n  w a s  G e o rg e  W . R o s s e t te r ,  
c h a i r m a n  o f  th e  E x e c u tiv e  C o m m itte e  
o f  th e  C h ica g o  A s so c ia t io n  o f  C om ­
m e rc e . H e  w a s  c h ie flly  in s t r u m e n ta l  
in  g e t t in g  th e  m e m b e rs  o f  t h a t  o r g a n i ­
z a t io n  to  u r g e  C o n g re ss  to  s u p p o r t  th e  
in s ta l lm e n t  s a le s  a m e n d m e n ts :— (T h e  
N a t io n a l  In c o m e  T a x  M a g a z in e , M a rch ,
1 9 2 6 .)
Mr. Rossetter is a member of the 
American Society and was Treas­
urer for the fiscal year 1925.
O N  Y O U R  C A L E N D A R
M A R K
Septem ber 23 , 24  
Thursday and F riday
THE F IF T H  ANNUAL MEETING OF
The A m erican Society  o f  Certified P ublic  
A ccountants
WASHINGTON, D. C.
A n n u a l  r e p o r t s  o f  o fficers, R e p o r ts  o f  
C o m m itte e s , D isc u ss io n  o f  r e p o r ts  a n d  
th e  w o rk  o f  th e  S o c ie ty , A d d re s s e s  o n  
liv e  p u b lic  a c c o u n tin g  s u b je c ts  a n d —
R E C R E A T IO N
* D e ta ils  w ill be p u b lish ed  l a te r  *
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STATE SOCIETY NEWS
Connecticut
The annual meeting of the Con­
necticut Society of Certified Pub­
lic Accountants was held on April 
14, 1926, a t 6.30 p. m., a t the Hof- 
Brau-Haus, New Haven, Connecti­
cut.
Professor Edgar L. Heermance, 
who has made a special study of 
the Codes of Ethics promulgated 
by the various businesses through­
out the country, as well as those 
of professional societies, spoke on 
“Ethics of Certified Public Ac­
countants.”
Reports of committees were re­
ceived a t the business session and 
the following officers were elected 
for the ensuing year: Board of 
Governors for three years ; Charles
F. Coates, H artfo rd ; Irville A. 
May, New H aven; President, S. 
Earl Shook, B ridgeport; Vice- 
President, William Z. White, New 
London; Secretary, Henry Knust, 
H artfo rd ; Treasurer, Frederick W. 
Child, Greenwich; Auditor, Lewis 
Sagal, New Haven. Messrs. Coates, 
May, Shoot, White, Knust, and 
Sagal are members of The Ameri­
can Society.
D istrict of Columbia
The District of Columbia Insti­
tu te  of Certified Public Account­
ants held a regular quarterly meet­
ing on Monday evening, March 29, 
1926, a t the Racquet Club, a t 6.30 
p. m.
John B. Tanner, C. P. A., Chi­
cago, Illinois, and Frank Wilbur 
Main, C. P. A., of Pittsburgh, 
Pennsylvania, were guests of the 
evening and made short talks.
The Institute voted to extend an 
invitation to The American Society 
of Certified Public Accountants to 
hold its annual meeting in Wash­
ington, D. C.
Maine
Addresses by Ellen Libby E ast­
man, C. P. A., and Curtis J. Birken­
mayer, C. P. A., on widely sepa­
rated topics connected with ac­
counting, featured the meeting of
the Maine Society of Certified Pub­
lic Accountants a t the Falmouth 
Hotel, Portland, on April 2, 1926, 
a t 6.30 p. m.
Mrs. Eastman, who has recently 
returned from Greece and Italy, 
where she was assigned to audit 
the books of the American 
Women’s Hospitals, gave a most 
interesting outline of her work 
and the experiences she had during 
her stay abroad.
Mr. Birkenmayer, who is con­
nected with the Brown Company 
a t Portland, gave a fine talk on 
public accountancy. The members 
of the society presented Mrs. E ast­
man with a bouquet a t the close of 
her address.
This was the first meeting of the 
year and the society plans to have 
programs of interest a t each of the 
monthly meetings th a t are to fol­
low.
Michigan
The regular quarterly meeting 
of the Michigan Association of 
Certified Public Accountants was 
held a t the Union League Club on 
Thursday evening, April 1, 1926. 
The meeting was especially well a t­
tended, there being present a large 
number of members and guests.
A resolution was adopted provid­
ing th a t the Michigan Association 
of Certified Public Accountants a r­
range for a convention to be held 
a t the Hotel Statler, Detroit, 
Michigan, on Friday and Saturday, 
May 14th and 15th, 1926, to which 
convention would be invited all of 
the certified public accountants in 
the State and all of the public ac­
countants who were granted Cer­
tificates of A uthority under the 
new Michigan Accountancy Law.
It was announced th a t Col. R. H. 
Montgomery of Lybrand, Ross 
Bros. and Montgomery, has con­
sented to address the Convention. 
Arrangements are also under way 
for several other interesting ad­
dresses.
D. W. Springer, Secretary of the 
Michigan State Board of Ac­
countancy, announced th a t the new 
certificates for certified public ac­
countants who passed a t the last 
examination would be presented 
during th is Convention and also 
th a t the Certificates of A uthority 
to those who had been authorized 
as public accountants would be pre­
sented. I t  is believed th a t bring­
ing together all of those engaged 
in public accounting in Michigan 
for a day’s study of mutual prob­
lems will be productive of much 
good.
Elmer E. Staub, C. P. A., who 
spent considerable time in Ger­
many in 1925, gave a very inter­
esting talk on the subject of “Some 
Aspects of Germany.” His re­
marks were confined largely to ob­
servations in connection with ac­
counting problems th a t arose dur­
ing the adjustm ent period follow­
ing the war. I t was voted th a t 
Mr. Staub’s address was the most 
interesting one th a t had been 
given before the Michigan Asso­
ciation in a  number of years, and 
when it was learned th a t the ad­
dress given was only a small part 
of what Mr. Staub could offer, it 
was voted to hold a special meeting 
in June in order th a t Mr. Staub 
might deliver the rest of his 
address.
The Michigan Association is 
showing a hearty  growth in both 
membership and interest.
North Carolina
The semi-annual meeting of the 
North Carolina Association of Cer­
tified Public Accountants will be 
held a t the University of North 
Carolina, Chapel Hill, N. C., on May 
6, 7, and 8, 1926. The meeting 
will be held in conjunction with 
the School of Commerce of the 
University of N orth Carolina.
Oregon
The Oregon Society of Certified 
Public Accountants is planning an 
interesting program for their 
meeting to be held on May 7, 1926. 
The Society will have as guests a t 
th a t time the Beta Alpha Psi F ra­
ternity  of the University of Ore­
gon.
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Pennsylvania
The annual meeting of the Penn­
sylvania Institu te of Certified Pub­
lic Accountants, was held on Mon­
day, April 19, 1926, a t the A rt 
Club, Philadelphia. The meeting 
was preceded by a dinner a t 6.30 
p. m.
The report of the Secretary for 
the past year showed a material 
increase in the activities of the In­
stitu te and in the active member­
ship. The Institute now has 249 
members, the m ajority of whom 
are practicing in Philadelphia, 
P ittsburgh and New York. The 
report of officers and committees 
indicated th a t a gradual advance­
ment is being made in the profes­
sional efficiency of certified public 
accountants and th a t candidates 
being prepared by the various uni­
versities are standing higher than 
ever in the ir examinations.
The following officers and di­
rectors were reelected: President, 
Henry C. Magee; Vice-President, 
Gardner W. Kimball; Secretary, 
R. J. Bennett; Treasurer, Will A. 
Clader; Auditor, Paul S. Gibson; 
Directors for a term  of two years: 
George Wilkinson and Charles S. 
Rockey.
A t the conclusion of the election, 
the members participated in a dis­
cussion of the “Merger of Large 
Trust Companies” similar to the 
large combinations recently ef­
fected in Philadelphia and New 
York. This discussion was ably 
led by Gardner W. Kimball, C. P. 
A., of Edward P. Moxey and Co., 
an expert in bank examinations 
and banking m atters.
Rhode Island
A t the nineteenth annual meet­
ing of the Rhode Island Society of 
Certified Public Accountants held 
on the evening of April 27, 1926, 
in the N arragansett Hotel, Provi­
dence, the following officers were 
elected: President, Ernest C. 
Goodman; Vice-President, George
E. Comery; Secretary-Treasurer, 
William H. Segur.
Action was instituted a t the
meeting which led to the appoint­
ment of a committee on ethics con­
sisting of Wilfred L. Hagerty, 
Chairm an; S. George Hay, John J. 
Wall, William H. Segur and Paul 
A. Jacobson. I t is contemplated 
th a t this committee will submit for 
adoption a t the  June meeting of 
the Society a code of ethics govern­
ing the professional conduct of its 
members and associates.
Messrs. Joel D. Austin, Ralph E. 
Bradley and Thomas V. Barb, were 
admitted as members of the So­
ciety. The Society was incorpor­
ated in 1907 with less than a dozen 
members and now numbers among 
its members and associates th irty- 
eight practicing accountants.
Virginia
The Spring Meeting of the Vir­
ginia Society of Public Account­
ants will be held on May 29, 1926, 
a t the Richmond Hotel, Richmond, 
Virginia, a t ten o’clock a. m.
Wisconsin
The Wisconsin Society of Certi­
fied Public Accountants held its 
quarterly meeting on April 6 ,  1926, 
a t the Milwaukee Athletic Club. 
This was the best attended meet­
ing yet held by the Wisconsin So­
ciety. Accounting instructors 
from the University of Wisconsin 
and M arquette University were 
guests of honor.
Professor Fayette H. Elwell of 
the University of Wisconsin gave 
a most interesting talk on the re­
lationship between certified public 
accountants and professional edu­
cators. There was quite a spirited 
discussion on the article on “The 
Presentation of No-Par-Value Cap­
ital Stock on the Balance Sheet” 
by Fred C. Kellogg, C. P. A. This 
article was published in the Jan­
uary, 1926, issue of THE CERTI­
FIED PUBLIC ACCOUNTANT, 
page 13. The discussion, which 
was led by Mr. Kellogg, brought 
about the exchange of a large 
number of views.
A t this meeting there was intro­
duced a constitutional amendment 
changing the method of election of
officers from the present provision, 
whereby they are elected by the 
Board of Directors, to  direct elec­
tion. The consensus of opinion 
was th a t the old method should 
continue.
The annual meeting of the Na­
tional Association of Cost Ac­
countants will be held June 14, 15, 
16 and 17, 1926, in Atlantic City, 
N. J.
The Dual Profession
(C o n tin u e d  f ro m  p a g e  134.) 
ing will be of greater value to 
clients than those of the individual 
having a knowledge only of ac­
counting or law. The advisability 
of specializing is, of course, an 
individual problem.
Regardless of one’s attitude to­
ward combining certain phases of 
these professions in one service, 
which is now purely an opinionated 
m atter, the ability and desire of 
certain members of the profession 
to achieve scholastic and profes­
sional attainm ents should be spon­
sored ra ther than discouraged. 
Other professions are continually 
raising their standards, which in­
dicates clearly a desire to improve 
upon the services now rendered by 
their respective members. In view 
of this, we, as professional ac­
countants, should not hesitate to 
improve ourselves as individuals 
and members of an indispensable 
profession, so th a t in the fu ture 
we may render a real professional 
service to commerce and society in 
general.
In law and medicine there is a 
marked trend toward specializa­
tion. While this is true also in cer­
tain branches of accounting serv­
ices and in certain industries, the 
form of specialization discussed 
herein is practically unknown and 
to the m ajority will appear as an 
absolute impossibility. If, how­
ever, out of this combined training 
there should eventually emanate a 
highly specialized professional 
service heretofore unknown, it will 
only be in keeping with present so­
cial and economic developments. If
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th is is feasible, I believe we as 
members of a young and aggres­
sive organization should attem pt
T H E  predominance of business 
reorganization, combination 
and consolidation during the last 
th irty  years has brought into the 
fore the lawyer-accountant. A 
knowledge of accountancy is as es­
sential as a knowledge of the law in 
the financial and commercial prob­
lems of today. The consolidation of 
firms in a like line of activity ne­
cessitates a knowledge of corpora­
tion law and corporation account­
ing. The legal mind will guide the 
“child” through the maze of the 
law, decide upon the various types 
of stock to be issued, but i t  de­
volves upon the accounting mind to 
supply the actual facts and figures 
for the equitable allocation and dis­
tribution of the stock issues among 
the various participants.
The Income Tax Law demands 
a knowledge of accountancy and 
law, w hether it be the preparation 
of a tax  brief for the Department 
or a hearing before the United 
States Board of Tax Appeals, a 
knowledge of brief making, of the 
law of evidence, and of trial prac­
tice is as essential as a knowledge 
of the facts, figures and m athe­
matical makeup of the case.
In Surrogate Practice a knowl­
edge of law is mandatory, how­
ever a knowledge of accounting in 
the preparation of the Schedules 
for the Transfer Tax Appraisal 
and the Federal Inheritance Tax 
proves of great help and stead.
In the Bankruptcy Courts, law 
and accounting both are necessary 
adjuncts. In a measure account­
ing is the more essential element. 
A fter all the m ajor question in­
volved is one of business facts 
and figures, of assets and liabili­
ties, of accounts and of debts. I am 
in hearty accord with the agitation
to bring about a realization of the 
value of these services as social and 
economic changes demand them.
to have the Bankruptcy Courts 
appoint Certified Public Account­
ants as Receivers, and Trustees in 
Bankruptcy ra th e r than Lawyers 
or Laymen. Then how much bet­
te r would it be for the Certified 
Public Accountant to be an A ttor­
ney. Surely there can be no ob­
jection to this happy combination.
The tendency toward Big Busi­
ness today has caused an entwin­
ing of accountancy and law; there 
ceases to be a line of demarcation 
as to where the lawyer stops and 
the accountant begins. Both are 
very im portant instrum entalities 
in the general business scheme, 
and the individual who possesses 
a knowledge of both professions 
is of greater benefit to the client 
than the legal practitioner alone 
and the Certified Public Account­
ant alone. The knowledge of the 
law and the accounting lodged in 
one mind, I submit is more pro­
ductive and useful than th a t 
knowledge lodged in two separate 
minds.
Are the ethics of law in conflict 
w ith the ethics of accountancy? 
The answer is unequivocally “No.” 
The basis of the canons of ethics 
w hether it be law, accountancy or 
medicine afte r all is  one of hon­
esty, fairness and justice to the 
client and to the public. The rules 
of professional conduct should be 
alike. There should be no question 
as to what is “righ t” and what is 
“wrong.” There can be none.
The “S tars” portend th a t the 
“Business of tomorrow” will be 
“one” of gigantic enterprise, of 
mergers, consolidations, organiza­
tions and reorganizations and a 
knowledge of Accountancy and 
Law will prove of vast benefit to 
the possessor and recipient.
SOUTHEASTERN ACCOUNT­
ANTS CONVENTION
The accountants from the states 
of Alabama, Georgia, Florida, 
N orth Carolina, South Carolina 
and E ast Tennessee held a con­
vention in A tlanta on April 21 
and 22, 1926, w ith headquarters at 
the Ansley Hotel.
The meeting was opened with an 
address of welcome by the tem­
porary chairman, Joel H unter of 
Atlanta.
A t the election which followed 
George T. Rosson, Mobile, Ala­
bama, was elected permanent 
chairman; D. H. McCollough of 
Charlotte, N. C. was elected secre­
tary. A vice-chairman from each 
of the six states represented was 
appointed.
Mr. George Harris, President of 
the Exposition Cotton Mills made 
a talk on Cotton Mill Costs. This 
was followed by a  paper prepared 
by James L. Respess of A tlanta 
on “Fiscal Year Closings for Sea­
sonal Businesses.” (This paper is 
printed on page 132 of this issue.)
The ladies of the convention 
were given a luncheon a t the A t­
lanta Women’s Club.
The morning session of April 22 
was taken up almost entirely by 
discussion of the 1926 Federal In­
come Tax Law. The discussion 
was led by W alter Mucklow of 
Jacksonville, Florida.
Asheville, N orth Carolina was 
selected for the 1927 meeting 
place.
The afternoon session of April 
22nd was given over to sightseeing 
and the convention closed with a 
banquet and dance in the evening.
More complete details will be 
given in the next issue.
STATE BOARD NEWS
The Ohio State Board of Ac­
countancy will hold its Spring ex­
amination a t Columbus, Ohio, on 
May 11, 12 and 13, 1926.
THE ACCOUNTANT AND THE LAWYER
B y  N A T H A N IE L  L . G O L D S T E IN , B . C . S ., L L . B ., C . P .  A ., F o r m e r  D e p u ty  
A t to r n e y  G e n e ra l ,  N ew  Y o rk , N . Y .
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MEMBERSHIP OF THE AMERICAN SOCIETY
(M em bers re co rd e d  F eb . 12 to  A p r il  23, 1926.)
(C o n t in u e d  f ro m  o u r  M a rc h  is s u e .)
A lb e r t  C. T il to n , 4 20  W h e e le r  C o u r t,  
F o r t  L a u d e rd a le ,  F la .
C h a r le s  K r a m e r ,  30 1  N in th  S t. W e s t  
N e w  Y o rk , N . J .
W a lla c e  J .  F r a s e r ,  312  W y n n e -  
C la u g h to n  B ld g ., A t la n ta ,  G a.
E . B . E m e n h is e r ,  50 8  E a s t  1 4 th  S t. 
B a r tle s v i lle ,  O k la .
P . S. P a g e , 3 0 4 7  P a c if ic  B ld g ., M an ­
ila , P .  I .
W ilb u r  L . C ra n fo rd ,  15 C o tta g e  S t., 
S ta m fo rd , C o n n .
G o rd o n  S. W a y m a n , 4 0 3 0  B e lle fo u n -  
ta in e  A ve ., K a n s a s  C ity , M o.
A lv in  W ilb u r  D a w so n , U n iv e rs i ty  
C lu b , P i t t s b u r g h ,  P a .
J o h n  A . W ill , 37 W a ll  S t., N ew  Y o rk  
C ity .
H e n ry  A itk e n , J r . ,  50 B ro a d  S t., N ew  
Y o rk  C ity .
L ee  H e y e r  W h ite ,  17 E a s t  4 2 n d  S t., 
N ew  Y o rk  C ity .
W ill ia m  S h e p e rd so n , 44 B e a v e r  St., 
N ew  Y o rk  C ity .
L o u is  W e in s te in ,  949 B ro a d w a y , N ew  
Y o rk  C ity .
S o lo m o n  W it te n b e r g ,  22 E . 1 7 th  St., 
N ew  Y o rk  C ity .
C h a r le s  C. F u c h s ,  16 0  M a in  S t., 
W h ite  P la in s ,  N . Y.
M ilto n  M. B a ts o n , H a t t ie s b u r g ,  M iss.
A lv in  W r ig h t  B u r k e t ,  401  A m e r ic a n  
N a tl.  B a n k  B ld g ., R ic h m o n d , Y a.
C h a r le s  A . W e id le r ,  R m . 14 , P r e s c o t t  
S ta te  B a n k  B ld g ., P r e s c o t t ,  A riz .
M ax S c o lla r , 200  F i f t h  A ve ., N ew  
Y o rk  C ity .
M o r t im e r  C. W h ite ,  621 H ip p o d ro m e  
B ld g ., C lev e lan d , O h io .
A n d re w  S. W ilso n , 1 0 2 4  F o u lk r o d  
S t., P h i la d e lp h ia ,  P a .
C la u d e  C o lla rd , 808 C o sd en  B ld g ., 
T u ls a , O k la .
W ill ia m  L a w th e r  V e rn o n , 815 2 7 th  
S tr e e t ,  C a iro , I l l .
F e l ix  T io n g so n , c /o  B a c o lo d -M u rc ia  
M illin g  Co., In c .,  B a co lo d , O c c id e n ta l 
N e g ro s , P .  I.
J o s e p h  S c h u ltz , 205  W . 3 9 th  S tr e e t ,  
N ew  Y o rk  C ity .
R a lp h  R . T r im a rc o , 3 4 3 0  W . M o n ro e  
S tr e e t ,  C h icag o , I l l .
O. F . C la y to n , 5 24  M ills  B u ild in g , 
S a n  F ra n c is c o , C a lif.
J .  M. U llm a n , 9 S. C lin to n  S tr e e t ,  
C h ica g o , I l l .
I r a  H . R u b e n , 15 E . 4 0 th  S tr e e t ,  
N ew  Y o rk  C ity .
A r th u r  S. W ill ia m so n , E m e rs o n  a n d  
E w in g  S tr e e ts ,  C ra f to n , P a .
J o s e p h  J .  M o rr is , 200 F i f t h  A v e n u e , 
N ew  Y o rk  C ity .
B e r n a r d  M. G o rd o n , 52 2  F i f th  A v e ­
n u e , N ew  Y o rk  C ity .
W . G. A rc h e r ,  290  B ro a d w a y , N ew  
Y o rk  C ity .
A lto n  B . C o p e la n d , 43 M a y n a rd  A v e ­
n u e , W a te r b u r y ,  C onn.
R ic h a r d  L . C ro f to n , N a t io n a l  L ife  
B u ild in g , C h ica g o , I l l .
G e o rg e  V . K r a c h t ,  111  V irg i l  A v e n u e , 
B u ffa lo , N . Y.
J a m e s  A . H a rd e n ,  52 3  W . 1 8 th  
S tr e e t ,  J a c k s o n v i lle ,  F la .
J a m e s  E r n e s t  W h i t t a k e r ,  1 9 0 4  H ig h ­
la n d  A v e n u e , N ew  C a s tle , P a .
G e o rg e  E . T a y lo r , 319 W . O n ta r io  
S tr e e t ,  C h ica g o , I l l .
F r a n k  W . K ro n z , 317  M e y ra n  A v e­
n u e , P i t t s b u r g h ,  P a .
B . M. L o n g , 608 V in e , C in c in n a ti ,  
O hio .
T a y lo r  A. D u n c a n , 511 7  R e g e n t  
S tr e e t ,  P h i la d e lp h ia ,  P a .
K . W e r n e r  H e y e , 1 1 1 5  C o m m e rc e  
B u ild in g , R o c h e s te r ,  N . Y.
M. J .  F i t te n ,  886  S h r in e  B u ild in g , 
M em p h is , T e n n .
W il l ia m  F . B a tt in ,  c a re  o f  I n t e r n a ­
t io n a l  B u s in e s s  M a c h in e s  C o rp ., 50 
B ro a d  S tr e e t ,  N ew  Y o rk  C ity .
A r th u r  B e r r id g e ,  6 1 9 -2 0  W o rc e s te r  
B lo ck , P o r t l a n d ,  O reg .
J .  F r a n c is  D e m e n t, E d ific io  A b re u  
N o. 403  P . Z ay a s  esq . M e rc a d e re s , H a ­
v a n a , C u b a .
B e n ja m in  D o n z is , 401 W o o d w a rd  
B u ild in g , W a s h in g to n ,  D . C.
O rb in  B. K e p lin g e r ,  511  M e tro p o li­
t a n  B u ild in g , A k ro n , O hio .
E d w a rd  D a v id  F la h e r ty ,  50 C h u rc h  
S tr e e t ,  N ew  Y o rk  C ity .
R o lfe , A . W e s to n , 129 C h u rc h  S tr e e t ,  
R o o m  4 1 1 , N ew  H a v e n , C o n n .
A sa  O. G a llu p , 1 3 1 5  F o r d  B u ild in g , 
D e tro it ,  M ich .
A lb e r t  E . D u n c a n , 1 4 0 1 -2  F i r s t  N a ­
t io n a l  B a n k  B u ild in g , D e tro it ,  M ich.
I s a a c  E . O k u n , 25 0  W . 5 7 th  S tr e e t ,  
R o o m  7 2 6 , N ew  Y o rk  C ity .
G a b r ie l  S a n g e r , 10 H ig h  S tr e e t ,  B o s­
to n , M ass.
F o r r e s t  E . V a u g h n , 502 S ta r k s  B u ild ­
in g , L o u isv ille , K y .
E . C o le b u rk e  L y o n s , 1 3 2 0  L a fa y e t te  
B u ild in g , D e tro it ,  M ich.
H a r r y  N . H e lm s , 11 1 5  W id e n e r  
B u ild in g , P h i la d e lp h ia ,  P a .
S im o n  H e n r y  R o s e n th a l ,  W id e n e r  
B u ild in g , P h i la d e lp h ia ,  P a .
J a m e s  O. R h o d e s , 702  P ro s p e c t-  
F o u r th  B u ild in g , C lev e lan d , O hio .
H u b e r t  V. F o y , 2 0 1 -0 3  S to v a ll  B u ild ­
in g , T a m p a , F la .
E d w a rd  F . K o rd , 20 0  D e v o n sh ire  
S tr e e t ,  R o o m  9 0 0 , B o s to n , M ass.
M e r lin  H . B e n n e t t ,  514  C ro c k e r  
B u ild in g , S a n  F ra n c is c o , C a lif .
H a r r y  A rn o ld  L a n e , 16 9 5  A n d re w s  
A v e n u e , N ew  Y o rk  C ity .
W il l ia m  W h itf ie ld , 316 O re g o n  B u i ld ­
in g , P o r t l a n d ,  O re g .
J o s e p h  F r a n k l in  E ll is ,  410  C a ta lp a . 
C la rk s d a le ,  M iss.
A re n d  J .  S te v e lin g , 7 2 3 7  E . J e f f e r ­
so n  A v e n u e , D e tro it ,  M ich.
C la ir  C. B a rn e s , S ta te  B o a rd  of C o n tro l, 
S a c ram en to , C alif.
C a y e tan o  B a ra h o n a  G onzalez, 95 A rzo- 
b ispo , W . C., M an ila , P . I.
C. C. S to u t, 608 O’F a r r e l l  St., S a n  F r a n ­
cisco, C alif.
T . H a rlo w  A n d rew s, 321 J e r s e y  St., 
B uffa lo , N . Y.
C y ril  A m b e rg  W ard , 913 B u e n a  Ave., 
C hicago , I l l .
A b ra h a m  S h o ck e t, 342 M ad ison  Ave., 
N ew  Y o rk  C ity .
E m il  P . J a rv is ,  1420 L . C. S m ith  B u ild ­
in g , S e a ttle , W ash .
C a rl S. S e r lin g , 36 W est 4 4 th  S t., N ew  
Y o rk  C ity .
J o h n  F ra s e r ,  125 P a r k  Ave., N ew  Y o rk  
C ity .
F e r r i s  I. P a lm e r, 208 M ason  St., N ew ­
a rk ,  N . Y.
C la re n ce  J .  F a r r i s ,  1522 E x ch a n g e  
B u ild in g , M em phis , T en n .
H a r r y  A. S te rn , 152 W es t 42nd S t., N ew  
Y o rk  C ity .
C. E . M o u n teer, 305 M offet B u ild in g , 
D e tro it , M ich.
W illia m  K . P r ic e , 6410 T e n th  A ve. N.
E ., S e a ttle , W ash .
L a w re n c e  G iles, 607 D e x te r  H o rto n  
B u ild in g , S e a ttle , W ash .
C. W h itfo rd  M cD ow ell, 211 B a rk e r  St., 
R id le y  P a rk ,  P a .
T. G ilb e rt R ay , 707 A m e ric a n  T ru s t  
B u ild in g , N a sh v ille , T en n .
G a y lo rd  S tillm a n  D av idson , 923 L u m ­
b e r  E x ch a n g e , M inn eap o lis , M inn .
E r n e s t  R o y  C am eron , 307-9 T h e  S. M. 
D am on  B u ild in g , H o n o lu lu , T . H .
M. J . L a n d sm a n , 803 T im e s B u ild in g , 
N ew  Y o rk  C ity .
G eorge E . M u rp h y , 1 5½ B e lm o n t St., 
L ow ell, M ass.
D av id  R . H o llow ell, G reensboro , N. C.
M ichae l J .  R oche, 13 S h a ro n  S t., B o s­
to n , M ass.
Jo h n  L . F i tz p a tr ic k ,  P . O. B ox 395, M a­
n ila , P . I.
A. B. T u rn e r ,  37 W es t 39 th  S t., N ew  
Y o rk  C ity .
W illis  C la rk  G raves, 306 S o u th  C itru s  
Ave., L os A ngeles, C alif.
S p en cer B o u ld in  S tev en so n , 37 W es t  
3 9 th  St., N ew  Y ork  C ity .
G eorge C. G ru n e r , 445-455 L aw  B u ild ­
in g , N o rfo lk , Va.
C lifford  D. B uffon, 930 V o lu n tee r B u ild ­
in g , C h a tta n o o g a , T en n .
H a r la n  Jo h n so n , 717 T itle  B u ild in g , 
B a ltim o re , Md.
J o h n  M oran , 2716 L en s  Ave., N o rfo lk , 
Va.
H a ro ld  P . B a tc h e ld e r , 38 C lem en t Ave., 
P eabody , M ass.
158 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T May,
R o b e r t T . N o rm e n t, 617 W o o lw o rth  
B u ild in g , L a n c a s te r , P a .
M a u rice  H e jn a l, 941 M ad iso n  Ave., 
B a ltim o re , Md.
S ta n le y  W . P a rk ,  41 M aid en  L an e , N ew  
Y o rk  C ity .
P re n tic e  L . M eadow s, 48 E . H u n te r  St., 
A tla n ta , Ga.
J a c k  M. P u llm a n , 1 F e d e ra l  St., B os­
to n , M ass.
W illia m  J .  M isca lly , 513-514 R e a lty  
B o a rd  B u ild in g , M iam i, F la .
A lb e r t  C la ren ce  D e rr ic k , 503 K e n n ed y  
B u ild in g , T u lsa , O kla.
P . M. M acC utcheon , P eo p les B a n k  
B u ild in g , C h a rle s to n , W . Va.
C h a r le s  S ch n ack e l, 409 G u a rd ia n  B u ild ­
in g , C leveland , Ohio.
DINNER HONORING MEMBERS 
OF U. S. BOARD OF TAX 
APPEALS
The sixteen members of the 
United States Board of Tax Ap­
peals will be guests of honor a t a 
dinner to be held a t the New Wil­
lard Hotel, Washington, D. C., on 
Wednesday evening, May 26, 1926.
This testimonial is being tend­
ered on behalf of those enrolled to 
practice before the Board of Tax 
Appeals as a manifestation of pub­
lic appreciation of the work of the 
Board.
Among the guests who will be 
present are Secretary Mellon, Sen­
ators Simmons, Smoot and Reed 
(Pennsylvania) of the Senate F i­
nance Committee; Representatives 
Green and Garner of the House 
Ways and Means Committee; and 
Under Secretary Winston and As­
sistant Secretary Moss of the 
Treasury Departm ent; David H. 
Blair, Commissioner of Internal
Revenue; and A. W. Gregg, Solici­
tor of Internal Revenue.
Enrolled practitioners wishing 
to attend this dinner should ad­
dress reservation requests to 
George Maurice Morris, Esq., 815 
Fifteenth Street, Washington,
D. C.
VISITORS IN  WASHINGTON
(F ro m  M arch  31 to  A p ril  27, 1926)
C. E . M o u n teer, D e tro it , M ich igan . 
H a r ry  I. K e ss le r , B o sto n , M ass.
M rs. E lle n  L ib b y  E a s tm a n , S an fo rd , 
M aine.
A dolfo  F a b e lla , M an ila , P h ilip p in e  
Is la n d s .
A d o lp h e  R a f te r ,  N ew  Y o rk  C ity .
H a r r y  L. S c h in d le r , P h ila d e lp h ia , P a . 
R o b e rt D. B ond , D e tro it ,  M ich ig an .
J .  E . H u tc h in so n , D a lla s , T exas. 
C h e s te r  M. F o ss , P o r t la n d , M aine.
E . J .  C allow ay , T acom a, W ash in g to n .
H . E . L u n s fo rd , K a n sa s  C ity , Mo.
C a rl E . D ie tze , M ilw au k ee , W is.
F r a n k  W ilb u r  M ain , P i t ts b u rg h , P a . 
W . A. G illesp ie , B a ltim o re , Md.
R . M. C ran e , D en v er, Colo.
H o m e r A. D u n n , N ew  Y o rk  C ity .
D. W . S p rin g e r , A n n  A rb o r, M ich ig an . 
C. C. C roggon , B a ltim o re , Md.
M a r tin  K o rtjo h n , N ew  Y o rk  C ity . 
C h a rle s  H e ch t, N ew  Y o rk  C ity .
A. L ee R a w lin g s , N o rfo lk , Va.
J .  S. M. Goodloe, N ew  Y o rk  C ity .
P a r r y  J .  B a rn e s , K a n sa s  C ity , Mo. 
H a r ry  B. S co tt, P i t ts b u rg h , P a .
J .  M. C um m ing , P i t ts b u rg h , P a .
Jo s . W . B oyle, E a s t  S t. L o u is , I l l . 
E a r l  S. C la rk , P ro v id e n c e , R . I. 
S am u el K a p lan , N ew  Y o rk  C ity .
J a m e s  L. R esp ess, A tla n ta , Ga.
H . C. J .  P e isc h , M in n eap o lis , M inn .
F . S. M cD ow ell, M in n eap o lis , M inn . 
C h a rle s  S. P o n d , C a ru th e rsv ille , Mo. 
E m a n u e l C ohan , N ew  Y o rk  C ity .
V ic to r M a rk w a lte r , A u g u s ta , Ga.
Jo h n  L. E llio t, C h a rlo tte , N. C.
C la ssified  A dvertisem en ts
A d v e r t is in g  copy fo r  th is  p ag e  
sh o u ld  be rece iv ed  in  th e  office of 
T H E  C E R T IF IE D  P U B L IC  ACCOUNT­
A N T  n o t  l a te r  th a n  th e  25 th  d a y  of 
th e  m o n th  p re c e d in g  th e  m o n th  o f 
p u b lic a tio n . R a te s  fo r  “H elp  W a n te d ” 
a n d  “S i tu a t io n  W a n te d ,” $3.00 p e r  
in c h  o r  f ra c t io n  th e re o f  (7 l in e s  to  a n  
in c h )  fo r  one in se r tio n . T h e  r a te  fo r 
“M isce llan eo u s” is  $5.00 p e r  in c h  fo r  
each  in se r tio n .
PAR TNERSH IP W A NTED. —  Certified
Public Accountant seeks a  partnership  
in Ohio, preferably Toledo, w ith a com­
petent practicing accountant, not nec­
essarily  certified, who has a  clientele. 
Can sa tisfy  right party. Box 133, 
THE CERTIFIED PUBLIC AC­
COUNTANT.
W ANTED.— W est Coast firm o f C. P. 
A .’s has opening for  H igh Class C. P.
A. w ith Board o f Tax A ppeals ex­
perience. Would consider partnership  
arrangem ent w ith  proper party.— Box  
13'4, THE CERTIFIED PUBLIC AC­
COUNTANT.
CERTIFIED PUBLIC ACCOUNTANT  
(N . C .), desires permanent connection, 
industrial, commercial, or public. F if­
teen year’s experience, s ix  years of 
which in  public accounting field. Prot­
estant; 39 years; married. Qualified to  
open and m anage branch, including 
W ashington Tax Office. Salary $4,500. 
Address Box 132, THE CERTIFIED  
PUBLIC ACCOUNTANT.
I llin o is  C. P. A. Questions
1903-1918
Complete in One Volume 
Price, $1.25, Postpaid
Mail orders and checks to 
Registrar, University of 
Illinois, Urbana.
SUBSCRIPTION BLANK
No....................
THE CERTIFIED PUBLIC ACCOUNTANT 
W o o d w a r d  B u i l d i n g  
Washington, D. C.
Gentlemen :-
I enclose $2.00 for which enter my subscription to THE CERTIFIED
PUBLIC ACCOUNTANT for one year beginning w ith.................................
number.
Name.................................................... ........ ....................................................
(P r in t  N am e)
Street.................................................................................................................
City.............................................  S tate..............................................
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Send Coupon Today
fo r your Examination Copy 
o f  
The Third Annual Edition
O ffice Equipm ent 
Catalogue
—Standard Reference W ork on 
Office Equipment, Systems, and Supplies
T HE Third Annual Edition of the Office 
Equipment Catalogue, a cooperative 
catalogue sponsored by the National Associa­
tion of Office Appliance M anufacturers, is 
ready now for distribution. I t  is much big­
ger, more complete and more attractive than 
preceding editions. I t  has more information, 
more sections, more new ideas—in fact, it  is 
A Business Show on Your Desk—the stand­
ard reference work of the industry.
As before, two complete, cross-referenced 
directories of office equipment and makers 
are included—one indexed by products and 
one by company name. A fu rther index is 
furnished by division into such classifications 
as “Accounting Machines,” “Addressing 
Systems and Equipment,” “Time Recording 
Systems,” etc.—a total of 28 sections.
The Catalogue sections are, in effect, a 
huge file of many individual catalogues, com­
bined and abstracted, w ithout exaggerated 
claims, generalities or “hair-line” technical 
statements.
Each section presents brief, concise de­
scriptions of various m anufacturers’ prod­
ucts falling within th a t class. Each section 
is prefaced by an editorial introduction sum­
marizing the types of equipment available 
and the advantages of each. The list of sec­
tions is comprehensive—even a section on 
business books and magazines is included. 
And scattered through the 
editorial and catalogue ma­
terial are dozens of ideas 
for improving office meth­
ods th a t you can lift for 
your business.
Two Valuable Services Included FREE
E v e r y  e x e c u tiv e  re c e iv in g  th e  C a ta lo g u e  is  e n ­
t i t l e d  to  s ix  f r e e  c o n s u l ta t io n s  w i th  W il l ia m  H e n ry  
L effin g w e ll, n a t io n a l ly  k n o w n  in d u s t r i a l  e n g in e e r ,  
office m a n a g e m e n t  s p e c ia l is t  a n d  p r e s id e n t  o f  th e  
L e ff in g w e ll-R e am  C o m p an y . T h e s e  c o n s u l ta t io n s ,  
w h ic h  a r e  l im ite d  o n ly  b y  th e  sc o p e  o f  office p ro b ­
le m s  th e m se lv e s ,  w o u ld  c o s t  m a n y  t im e s  th e  p r ic e  
o f  th e  C atalogue if  secu red  in  th e  u su a l way.
A s a  se c o n d  se rv ic e , a n y  f u r t h e r  in f o r m a t io n  d e ­
s i r e d  o n  a n y  e q u ip m e n t  w ill  b e  f u r n is h e d  in  c o m ­
p le te  fo rm , in c lu d in g  in d iv id u a l  c a ta lo g u e s  o f  m a n ­
u f a c tu r e r s ,  b y  th e  Office E q u ip m e n t  C a ta lo g u e  o r ­
g a n iz a t io n .  E x e c u tiv e s  a r e  th u s  sa v e d  th e  b o th e r  
o f  p re l im in a r y  c o r re s p o n d e n c e  w i th  m a n y  co m ­
p a n ie s  b e fo re  n a r ro w in g  th e i r  f ie ld s  o f  in q u ir y  to  
o n e  o r  tw o  so u rc e s .
F its Your Files—Fit for Your Desk
T h e  C a ta lo g u e  is  s t a n d a r d  in  s ize , a s  sp e c if ied  by  
th e  N a t io n a l  A s so c ia t io n  o f  P u r c h a s in g  A g e n ts . I t  
f i ts  y o u r  file  i f  y o u  w ish , th o u g h  y o u  w ill  p ro b a b ly  
p r e f e r  to  k e e p  i t  o n  y o u r  d e sk — its  b e a u t i fu l  tw o - 
to n e d  flex ib le  l e a th e r o id  c o v e r  a n d  e m b o sse d  b ro n z e  
l e t t e r in g  e n t i t le  i t  to  t h a t  p la c e .
M a il th e  c o u p o n  to d a y  f o r  y o u r  copy . I f  a n  ex ­
a m in a t io n  d o e s  n o t  p ro v e  i t s  v a lu e ,  r e tu r n  i t  w i th in  
five  d a y s .
Sign and Mail the 
Coupon Today
Free
Examination
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STANDARD APPRAISALS
Recognized A uthority on Valuation 
Problems
Experts in All Lines
Standard Appraisal Company
90 John Street, New York
B r a n c h e s, A ll P r in c ip a l C ities
FEDERAL
INCOME TAX INDEX
The tax  service that is  easy  to use— as easy  
as a  dictionary— yet complete, embracing all 
authorities.
A  permanent volume for  past decisions, re­
quiring no renewal; a single supplement for  
current service.
A sk  F o r  D e sc r ip tiv e  C ircu lar
INCOME TAX INDEX SERVICE, Inc. 
9-15 CLINTON STREET  
NEW ARK, N E W  JERSEY
C. P. A. L A W  
QUESTIONS
contained in the Exami­
nations set by the Board 
of Examiners of the 
American Institute of 
Accountants from June 
1917 to May 1924—
with ANSWERS
B y
John Laurence Hurley, a .  b ., l l . b . 
194 Questions and Answers 
Book Well Bound 
P rice $2 delivered  
The Bentley Publishing Co.
9 2 1  B o y lsto n  S tr e e t B o sto n , M ass.
The Accountants’ Directory and W ho’s W ho
I t is a n  invaluable source of reference. It shows 
who is practicing, who is certified, who is a member 
of the American Society of Certified Public Account­
ants and of the American Institute of Accountants.
The entire list of 8,690 accountants was checked with 
the aid of State Boards, State Societies and the Ameri­
can Society of Certified Public Accountants.
I t is divided into the following complete sections:
1. Geographical (by state and tow n).
2. Who’s Who Section with biographies of 3,428 Cer­
tified Public Accountants.
3. State Board lists of Certified Public Accountants 
by numbers.
4. State Board Members.
5. Officers of American Institute of Accountants.
6. Officers of American Society of Certified Public 
Accountants.
7. Alphabetical List of 8,690 names appearing in the 
volume.
“It is,” says Alexander J. Shields, New York, “a won­
derful aid to the accountant.” A rthur W right, LL. M., 
C. P. A., of Utica, wrote, “A very fine book, well com­
piled and brought together as a reference book” ; and
A. C. Upleger, C. P. A., of Waco, Tex., said, “This book 
is covering a long felt want and I would not be with­
out it.”
The Who’s Who section gives a biography of the men 
listed. Over two years were spent in compiling and 
checking this information. The Directory is hand­
somely and strongly bound.
885 Pages, 6x9 inches....................................................... $10
PRENTICE-HALL, INC. 
70 Fifth Avenue New York
  P r e n t ic e - H a l l ,  In c ., 70 Fifth Avenue New York City: 
  You m ay send m e a copy o f th e “A ccountant’s  D irec­
tory and W ho's W ho,” cost $10, payable upon receipt.
 N am e ................................................................................................... .. .
  F irm  ...................................................... .................................................
A ddress ...................................... ............................................................
A  Spare-T im e Law  Course  
fo r  A ccoun tan ts
M ODERN accounting practice, ow­
ing to the ever increasing de­
m ands of clients, has developed to the 
point where a knowledge of law  and 
equity has become of param ount im­
portance.
In addition, the rules of the U. S. Board 
of Tax Appeals have made it incumbent upon 
practitioners before the Board to present 
their cases as they would have to be pre­
sented before an ordinary court of law.
H ence it  appears th at th e  accountant, un less he  
w ants to em ploy qualified lega l assistance, m ust 
equip h im self w ith  a know ledge o f lega l practice 
and procedure and th e  law  of evidence if  he is  to  
handle properly the work he is given  to do.
A  R ecogn ized  Law  Course
B u t w h e re  is th e  a c tiv e  a n d  e s tab lish e d  p ra c t it io n e r  
to  g e t  th e  a d d itio n a l k n o w led g e  o f  law  t h a t  h a s  su d ­
d e n ly  becom e so  n e ce ssa ry ?  T he a n sw e r i s fo u n d  in  
th e  B lac k s to n e  L eg a l T ra in in g  C ourse  an d  Service 
w h ich  can  b e  fo llo w ed  in  sp a re  h o u rs  a t  th e  hom e 
or office.
H e a d in g  th e  l is t  o f c o n tr ib u to rs  to  th e  co u rse  a re  
C hief Ju s tic e  W illia m  H o w ard  T a f t  a n d  A sso c ia te  
Ju s tic e  G eorge  S u th e r la n d  o f th e  U n ited  S ta te s  Su­
prem e C ourt, a b ly  seconded  by  a  g ro u p  o f  60 re s id e n t 
la w  d ean s , p ro fe sso rs , la w y e rs  a n d  s ta te  su p rem e  
c o u rt  ju d g e s  o f a lm o s t eq u al p rom inence.
M ore th a n  50,000 p ro g re ss iv e  m en a n d  w om en have  
en ro lled  f o r  th is  tra in in g , m an y  o f w hom  h a v e  r ise n  
h ig h  in  th e  b u sin ess  w o rld  an d  in  p o litica l, le g a l and  
ju d ic ia l life . G ra d u a te s  a re  p ra c tic in g  la w  in  ev ery  
s ta te .
A u th o rita tive  Training
T he I n s t i tu te  o ffers tw o sp len did la w  courses. One 
d e a ls  w ith  com m erc ia l la w  ex clu siv e ly  w h ile  th e  o th e r  
( th e  G ra d u a te  C ourse) in  ad d itio n  to  th e  u su a l b u s i­
n ess  la w  su b je c ts , a lso  co v ers  th e  field o f A d jec tiv e  
L aw . T h is  co u rse  h a s  he lp ed  th o u sa n d s  to  p re p a re  
fo r  th e  b a r  ex am in a tio n s . G ra d u a te s  a re  a w ard e d  
th e  LL. B. D egree.
A m ong th e  su b je c ts  covered  in  th e  G ra d u a te  C ourse 
a re  E vidence , P le a d in g  in  C ivil A ctions, P ra c tic e  in  
C ivil A ctions, E q u ity  P le a d in g  an d  P ra c tice , In te r p r e ­
ta t io n  o f  S ta tu te s , C o u rts—O rg an iza tio n , k in d s  an d  
c lass ifica tion , B an k ru p tc y , S ta te  a n d  M unic ipa l T a x a ­
tion , W ills , E s ta te s , R ea l P ro p e rty , T ru s ts , L an d lo rd  
an d  T en a n t, C o rp o ra tio n s, P a r tn e rs h ip s  an d  45 o th e r  
sub jec ts .
C om plete Law  L ibrary Furnished
D elivered  co m p le te  a t  th e  tim e  o f en ro llm en t is  a 
b ig , handsom e, 25-volum e lib ra ry , Moder n  A m eric an  
L aw , c ited  a s  “M. A. L .” by  s ta te  su p re m e  c o u r ts  a n d  
b y  th e  U n ited  S ta te s  D is tr ic t  C ourt. "M. A. L ” is  t h e  
o n ly  n o n -re s id e n t te x t  e v e r g iv e n  th is  h o n o r o r re co g ­
n ition .
A p p ro ved  B y A ccountan ts
T he B lac k s to n e  L eg a l T ra in in g  C o u rse  an d  Serv ice  
h a s  a lw a y s  ap p ea led  to  a cc o u n ta n ts . Since th e  c re a ­
tio n  o f th e  B o ard  o f  T ax  A ppeals , ho w ev er, th ey  ha v e 
been  tu rn in g  to  th e  I n s t i tu te  in  c o n s ta n tly  in c re a s in g  
num b ers , a n d  it  is  t o be  n o ted  th a t  th e  m a jo r i ty  o f  
th em  a re  e s tab lish e d  p ra c t it io n e rs  w ho  a lre a d y  p o s­
sess th e  C. P . A. certifica te .
T y p ica l o f th e  co m m en ts  o f  a cc o u n ta n ts  w ho h av e  
av a iled  th em se lv es o f  B lac k s to n e  m a te r ia l  an d  se rv ice  
i s  th e  fo llo w in g  fro m  Mr. R o b e rt B. V ollum , C. P . A., 
o f P h ilad e lp h ia , w ho  sa y s:
“A fte r  th i r ty  y e a rs  p ra c t ic in g  th e  p ro fess io n  in  
in  th is  c ity , I  fee l th a t  e ach  d a y  i t  becom es m ore  
v i ta l  t h a t  th e  p u b lic  a c c o u n ta n t  sh o u ld  g ro u n d  
h im self in  th e  b asic  p r in c ip le s  o f la w  i f  h e  h o pes 
to  su c c ess fu lly  m e e t th e  d em an d s o f th e  p ro fe s ­
sion  a n d  p ro p e rly  se rv e  h is  c lien ts . I t  is  fo r  th a t  
reaso n  th a t  I  h av e  ad d ed  y o u r  s e t  o f  M odern 
A m erican  L aw  (C ited  M. A. L .) to  m y l ib ra ry .”
W rite  For D eta ils
T he com plete  s to ry  of B lac k s to n e  t r a in in g  is g iven  
in  a n  a t t r a c t iv e  128-page book, T h e  L aw -T ra in e d  
M an. A copy w ill be  se n t  f re e  upo n  re q u es t. U se th e 
coupon below  o r a d d re ss  a  p o st c a rd  re q u e s t to  D ept.
365, B lack sto n e  In s t i tu te ,  Inc., 4753 G ran d  B ou levard , 
C hicago, I l l .
 Blackstone Institute, Inc.
 D ept. 365, 4753 G rand B lvd., C hicago, I ll.
 P lease send me by m ail and w ithout obligation  
a copy of your 128-page book, The Law Trained- 
Man, and details of your law  course.
 Nam e ............................................................................................
 P o s i t io n  ..............................................................................................
 B usiness
A d d r e s s .......................................................................................
 C ity ..............................................  S ta te .................................
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M AC H IN ES FOR THE 
FOUR FUNDAMENTAL 
BUSINESS PROBLEMS
T he c o m p le te n e s s  of the  Bur­
roughs line is one reason w hy 
over a m illion Burroughs m ach­
ines are in  use today. T here  are 
over 120 styles and sizes, ranging 
from  those for the  general w ork  
of th e  small re ta iler to  the  spe­
cialized application of the large 
in s t i tu t io n .  E ach  B u rro u g h s  
m achine is backed by  Burroughs 
nation-w ide m echanical service.
BU RRO U G H S A D D IN G  M A C H IN E  CO M PA N Y , D e tro it, M ich igan
A D D I N G  • B O O K K E E P I N G  • C A L C U L A T I N G  A N D  B I L L I N G  M A C H I N E S
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There is no life o f  
a man, faithfully recorded, 
but is a heroic poem o f  
its sort, rhymed or un­
rhymed.
— C arlyle.
DEVOTED TO THE INTERESTS OF THE C. P. A ., HIS CLIENT, AND THE PUBLIC W ELFARE
•w ith  th is brand n ew , 
sim ple b ook  on  m o­
tor bus a c c o u n tin g -  
2 2 4  pages—a system  
th a t w i l l  sa v e  y o u  
thousands o f dollars— 
you r o w n  b ookk eep ­
er can in sta ll it  
w ith  ease.
Every Bus Owner and Accountant 
Should Have a Copy
“The cost of bus operation,” says Ralph 
Budd, head of the Great Northern Rail­
way, in the Wall Street Journal, “should 
be a t least 15% less than it is, and unless 
it is reduced th a t much the business will 
not grow to  its full possibilities.”
I t ’s M ore T han  a B ook!
H e r e  y o u  h a v e — in  c o m p a c t , p e r ­
m anent form — a  p ractica l bus system  
w hich w ill g iv e  a  d efin ite lin e  on  every  
w olf o f co st. T w en ty -tw o  sp ecia l form s 
carefu lly  w orked o u t to  g ive  th e  operator 
th e  exact inform ation  h e needs and  w hich  
regu latory b od ies ask  or w ill require. 
R ead ily  expanded or condensed  to  fit  an y  
line— w hether it  h as tw o  b u sses, or tw o  
hundred. I t ’s th e  accou n tin g  p ioneer of 
th e  m otor b u s fie ld , endorsed b y  th e  b ig ­
g est m en in  th e  in d u stry .
Thorough * Simple * Practical * Sound
Do You Know
—w hat each bus costs to  run, 
and which loses money?
—w hat type bus will pay on 
your routes?
—your exact maintenance 
costs?
—how m any bus hours are 
unproductive?
— which drivers are assets 
and which liabilities?
— e x a c tly  how  m u ch  in ­
su ra n c e  to  c a r r y ,  a n d  
how to  provide for the 
premiums?
—how to  charge deprecia­
tion?
This Book W ill Tell 
You—Mail This 
Coupon Today
REACH FOR  
YOUR  
SCISSORS!
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FIFTH ANNUAL MEETING
A S was announced in the last issue, the annual meeting of The American Society will be held 
in Washington, D. C., on September 23 and 24, 1926, 
when the Society will be the guests of the District of 
Columbia Institute of Certified Public Accountants.
James A. Councilor, President of the District Insti­
tute, has appointed a General Convention Committee 
and will appoint a number of special committees to 
take care of the many details in connection with the 
meeting. The General Committee, which is composed 
of James A. Councilor, chairman; Edward M. Tyler, C. 
Vaughan Darby, W. L. Harrison, Lester A. Pratt and 
Dwight N. Burnham, is actively engaged in outlining 
plans for the meeting. Special attention is being given 
to preparations for entertaining the ladies and the Dis­
trict Institute is planning for and expecting the larg­
est attendance of ladies yet had at any of the So­
ciety’s conventions.
The General Committee will communicate directly 
with the members in a very short time and will advise 
them of some of the things in store for those attend­
ing the meeting.
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REVISED CONSTITUTION AND 
BY-LAWS ADOPTED
May 31, 1926.
T O the Membership:By action of the Board of Directors of The 
American Society in session April 14, 1926, a revision 
of the Constitution and By-Laws of this Society was 
ordered submitted to the membership for “adoption” 
or “rejection” by mail ballot.
One thousand four hundred and eighty-three mem­
bers having cast their ballots, one thousand three 
hundred and eighty-eight having voted for the adop­
tion of the revision, thirteen having voted for the re­
jection of the revision, and eighty-two having voted 
for the adoption of certain revisions and for rejection 
of certain revisions, I hereby declare the revision as 
submitted adopted, effective June 1, 1926.
The revised Constitution and By-Laws is being 
printed in the June issue of THE CERTIFIED PUB­
LIC ACCOUNTANT, our official organ.
Yours very truly,
H. E. LUNSFORD, President.
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PROGRESS
THE revised Constitution and By-Laws of the Amer­ican Society as adopted by mail vote and effec­
tive June 1, 1926, is printed on page 176 of this issue.
Even a casual reading of this revision in compari­
son with the old Constitution and By-Laws will indi­
cate th a t the Society is making definite progress in 
carrying out the plans th a t were in the minds of the 
founders of the Society.
As the President stated in his le tter submitting the 
revision to the membership under date of April 20, 
1926, it will be observed th a t the revision involves 
three m ajor and essential changes in the old Con­
stitution and By-Laws.
“ 1. T h e  o b jec ts  w h ich  th e  fo u n d e rs  o f th e  A m e ric a n  S o c ie ty  
h a d  in  m in d  c an  o n ly  be  f in a lly  a t ta in e d  b y  a  reco g n ized  
affilia tio n  b e tw ee n  s ta te  o rg a n iz a t io n s  a n d  T h e  A m e ric a n  So­
c ie ty , b u t  u n til  a  m e m b e rsh ip  o f  re a so n a b le  size  h a d  b een  
o b ta in e d  i t  w a s  n o t  fe a s ib le  to  p ro v id e  w a y s  a n d  m e a n s  f o r  
su ch  a ffilia tion .
“ 2. A  w ell o rg a n iz e d  a n d  su c c e ss fu lly  w o rk in g  n a tio n a l  
b o d y  re q u ire s  s ta n d in g  c o m m itte e s  w ith  sp ec ified  fu n c tio n s .
“ 3. A  n a tio n a l  o rg a n iz a t io n  sh o u ld  a n n o u n ce  i t s  s ta n d a rd s  
o f  p ro fe s s io n a l co n d u ct, re a l iz in g , h o w e v er, t h a t  th e y  m a y  
be  m o s t  e ffe c tiv e ly  e n fo rc e d  th r o u g h  th e  in it ia t iv e  o f th e  s ta te  
o rg a n iz a t io n s  in  in v o k in g  th e  po lice  p o w e r r e s t in g  in  th e  
s t a te  b o a rd s .”
Students of the development of the profession of 
public accountancy, and particularly the regulation 
of the practice thereof in the several states, have long 
been aware of the necessity for the state organization 
within the state playing the leading role of protector 
of the cause in the state. This is as it should be 
inasmuch as the police power under which the pro­
fession is regulated is essentially a state function. 
There can be no national standard, no national con­
trol, so long as the police power rests where it does.
The American Society while being well aware tha t 
it differs with one school of thought on this subject 
has always maintained th a t the profession should be 
controlled within the states, the standards of pro­
fessional qualifications set by the states, and th a t the
national organization should be the agency of the 
State C. P. A’s and their state organizations.
It is not feasible for the national organization to 
dictate to the state organizations or to control them 
in any way, so long as it  is within the power of the 
state, as a unit, through the exercise of the police 
power in tha t state to definitely and positively pre­
scribe the qualifications of those who practice public 
accountancy within the state.
Therefore we point with pride to the more definite 
recognition on the part of the American Society of 
the advantageous position of the State Society and 
the responsibility which rests upon it by reason of 
the existing systems of governmental control.
We confidently look forward to the time when the 
state organizations more completely control the 
policies of The American Society, will use it as their 
national mouthpiece and make it their agency for 
study of problems as they affect the entire profession 
throughout the United States.
The growth and development of the Society calls for 
a number of standing committees with definite pow­
ers and functions. These were lacking in the old Con­
stitution and By-Laws, but the revised document calls 
for nine standing committees.
All ethical standards in such organizations as ours 
are a m atter of growth and development. With a 
young and democratic organization it could hardly be 
expected th a t a well rounded code of ethics could be 
produced during the first few years of existence. The 
Society is now four and one-half years, old and the 
Board of Directors felt th a t it had reached the point 
where it could well begin to formulate rules of pro­
fessional conduct. Accordingly fourteen precepts 
were prepared and submitted in the mail ballot and 
were ratified by the membership. The Committee on 
Revision of the Constitution and By-Laws, in making 
its report to the Board of Directors sa id :
“ T h e  re v is io n  p ro v id e s  p r e c e p ts  o f p ro fe s s io n a l  co n d u ct, 
th e re b y  r e a l iz in g  on th e  la b o r  f o r  th r e e  y e a r s  o f th e  sp ec ia l 
c o m m itte e  on  e th ic s  a n d  e s ta b lis h in g  a  co n d itio n  o f  a b il i ty  
to  d e fin ite ly  a n d  a d e q u a te ly  m e e t  q u e s tio n s  w h ich  h a v e  b een  
a n d  w ill be  ra is e d  re s p e c tin g  th e  e th ic a l c an o n s  o f th e  so c ie ty . 
T h ese  p re c e p ts  w o u ld  h a v e  b een  u se fu l to  la y  b e fo re  th e  
C o u zen ’s C o m m itte e  o f  th e  U . S. S e n a te  fo llo w in g  i t s  in q u iry  
in to  th e  e n ro llm e n t a n d  d is b a rm e n t ru le s  o f  th e  T re a s u ry  
D e p a r tm e n t;  a lso  u se fu l now , a s  th e y  w o u ld  h a v e  b e en  in  th e  
p a s t  to  la y  b e fo re  th e  U . S. B o a rd  o f  T a x  A p p e a ls .”
I t  is realized by the officers and Board of Directors 
of the Society th a t these precepts of professional con­
duct do not cover every phase of the subject, neither 
are they considered a finished product, but they will 
afford a basis for fu rther study of the subject and 
for such changes in the fu ture as experience and re­
flection may dictate as necessary.
I t is not the intention of the Board of Directors of 
the American Society to attem pt to function as a 
police power and usurp the powers of the state board 
and the state society in enforcing codes of ethics, but
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ra ther to co-operate with these agencies in their en­
forcement and in building up the conviction among 
certified public accountants th a t the Golden Rule is 
the best ethical precept to guide the public practi­
tioner in his relations with his clients, fellow practi­
tioners and the public.
NOM INATIONS FOR STATE  
REPRESENTATIVES
THE nominations for State Representatives in The American Society for the fiscal year beginning 
September 1, 1926, will take place during the first 
twenty days of the month of June. By the first of 
June all the nominating ballot forms, together with a 
list of the eligibles for nomination, will be forwarded 
to each member.
I t is necessary under the new Constitution and By- 
Laws to begin this nomination, in point of time, ju st 
one month la ter than is provided for, but in other 
respects it  will be conducted in accordance with the 
new provisions. The old Constitution and By-Laws 
provided th a t the nominations should begin on 
June 1st.
We urge all members to exercise care in making 
nominations for Representatives because into the 
hands of these Representatives is committed, in a 
large measure, the task of working out the destiny of 
the Society for the ensuing year. They should be 
selected on the basis of their standing in the com­
munity, their loyalty to the Society and the C. P. A. 
certificate and lastly, but not least, on their willing­
ness to assist in carrying out the plans of the Society 
and furthering the interests of the profession.
These ballot forms should be returned to the Secre­
ta ry ’s office not la ter than June 20, 1926.
A N N U A L REPORTS
THOSE who as members of our profession have to do with the making up of annual reports for 
corporations, to be sent to stockholders, should be 
interested in an editorial appearing recently in The 
Wall S treet Journal, calling attention to “Shortcom­
ings of Annual Reports.” The editorial in question 
attaches the blame for unsatisfactory, meaningless 
reports to the executives of the corporations sending 
them out, and winds up with the statem ent:
“If stockholders throw some annual reports into 
the waste basket unread, it  is because they belong 
there.”
Here is a place where our profession should be able 
to  help stem the ever increasing flood th a t requires 
each year larger and larger waste baskets. The aver­
age stockholder who receives the annual report of his 
corporation is not interested in a mass of undigested 
figures. He is not particularly interested in the short 
form of report, which is usually a certified balance 
sheet and nothing more. He does want to know about
the progress of the company in plain, lucid language, 
such as he would get if he sat in a directors’ meeting. 
The stockholder is primarily interested in dividends 
and the prospect for their uninterrupted continuance. 
He should by these reports have his interest in the 
progress of the company cultivated along other and 
broader lines.
The annual report should be the medium for this 
education, and the accountant should help the execu­
tive make it a fitting medium.
The purpose of this editorial is not to tell how this 
should be done, but only to suggest action, therefore 
it abruptly ends.
FRANK WILBUR MAIN.
D INNER HONORING BOARD OF 
T A X  APPEALS
OVER three hundred and fifty lawyers and cer­tified public accountants did homage to the 
United States Board of Tax Appeals on Wednesday, 
May 26, 1926, when they gathered a t a dinner in 
honor of th a t board a t the Willard Hotel, Washington,
D. C.
The banquet was well arranged and conducted with 
promptness and expedition by George Maurice Morris, 
Esq., of Washington, D. C., acting as toastmaster.
Aside from the speakers’ table each member of the 
Board of Tax Appeals was seated a t separate tables 
with prominent members of the Board of Tax Ap­
peals bar.
The speakers were Charles H. Butler, Esq., of 
Maine, chairman of the committee, who spoke in be­
half of the lawyers practicing before the board. The 
toastm aster read a le tter from Secretary of the Treas- 
ury Mellon, who was unable to attend. Hon. David
H. Blair, Commissioner of Internal Revenue, spoke on 
behalf of the Bureau. Hon. David A. Reed, Senator 
from Pennsylvania, Hon. W. R. Green, of Iowa, chair­
man of the Ways and Means Committee and Hon. Reed 
Smoot, chairman of the Finance Committee of the 
Senate, each spoke from the legislative angle. Dr. 
Joseph J. Klein, President of the New York State 
Society of Certified Public Accountants, delivered an 
address on behalf of the Certified Public Accountants 
of the United States. This address appears on page 
165 of this issue. Hon. J. Gilmer Korner responded 
on behalf of the board.
This meeting demonstrated the feeling of the law­
yers and the certified public accountants as to the 
original necessity of an independent tribunal to hear 
tax  cases and also their appreciation of the board’s 
work in carrying into effect this machinery for tax  
adjustment.
Among the Certified Public Accountants attending 
the dinner were the following:
Harold C. Anderson, W ashington, D. C.
T. Coleman Andrews, Richmond, Va.
J. Milton Baker, Burlington, N . J.
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Jacob S. Baruch, Akron, Ohio.
Carl J. B atter, N ew  York City.
A. Henry Baum, N ew  York City.
Grant L. Bell, Scranton, Pa.
A. B. Bierck, Philadelphia, Pa.
S. A . B lustein, Charleston, W. Va. 
George W. Bugbee, Providence, R. I. 
Frank G. Butts, W ashington, D. C. 
Ernest Roy Cameron, Honolulu, Hawaii. 
John A. Conlin, Newark, N . J.
Jonathan B. Cook, Chicago, I ll.
Jam es A. Councilor, W ashington, D. C. 
C. C. Croggon, Baltim ore, Md.
P. F . Crowley, Lynn, Mass.
B. I. Dahlberg, K noxville, Tenn.
Clarence M. Day, N ew  York City.
John M. Dressier, N ew  York City.
Robert Dysart, Boston, M ass.
A. C. E llis, Portland, Oregon.
Frederick B. Emerson, Philadelphia, Pa.
O. R. Ew ing, Memphis, Tenn.
John E. O. Feller, Canton, Ohio.
W. W. Findley, L ittle Rock, Ark.
W. J. Forney, Jacksonville, F la.
Geoge E. Frazer, Chicago, Ill.
Harry Friedman, W ashington, D. C. 
Herbert R. George, Chicago, Ill.
W. Chester Gray, Boston, M ass.
Jam es B. Grice, W ashington, D. C.
E. C. Gruen, Buffalo, N . Y.
W. L. Harrison, W ashington, D. C.
Elm er L. H atter, Baltim ore, Md.
A. W. Hawkins, N ew  York City.
W. L. Heap, W ashington, D. C.
Robert M. Holtzman, Philadelphia, Pa. 
Clifford E. Iszard, W ilm ington, Del.
F . S. Jacobsen, Helena, Mont.
Clarence L. Johnson, N ew  Haven, Conn. 
Orrin R. Judd, N ew  York City.
Joseph J. Klein, N ew  York City.
T. F . Kennedy, D allas, Texas.
Eustace LeM aster, Spokane, W ash.
J. R. L ittle, W ashington, D. C.
John S. Lloyd, W ilkes-Barre, Pa.
Frank Lowson, W ashington, D. C.
Harry E. Lunsford, Kansas City, Mo.
W. Sarel Lynne, Harrisburg, Pa. 
Farquhar J. MacRae, N ew  York City. 
Henry C. M agee, Philadelphia, Pa.
Frank Wilbur Main, Pittsburgh, Pa.
M. W. M attison, N ew  York City.
Fred C. Mau, Chicago, Ill.
Douglas S. Meaden, Cleveland, Ohio.
M. A. M ihills, W ashington, D. C.
J. J. Miller, W ashington, D. C.
Robert N. Miller, W ashington, D. C.
J. P . Ostreicher, N ew  York City.
F. L. Pearce, W ashington, D. C.
Reuben Pollowitz, N ew  Haven, Conn. 
Paul E. Rapier, W ashington, D. C.
M. L. Seidman, N ew  York City.
Frederick W. Squires, N ew  York City. 
W alter A . Staub, N ew  York City.
J. A ngus Steven, Chicago, Ill.
Alexander L. T insley, Baltim ore, Md.
C. L. Turner, Philadelphia, Pa.
Edward M. Tyler, W ashington, D. C. 
H arry E. Van Benschoten, N ew  York City. 
W. F . W eiss, N ew  York City.
Jam es F. W elch, Paterson, N. J.
Ernest E. Wooden, Baltim ore, Md.
The membership of The American Society was well 
represented, there being 53 of our membership in the 
above list.
TH E  ACCOUNTANTS’ DUTY
A LL practitioners before the Income Tax Unit of the United States Treasury Department will be 
interested in the suspension for th irty  days from 
April 27, 1926, of Ripley Bowman, of Wheeling, West 
Virginia. This is reported in a recent issue of the 
Internal Revenue Bulletin. The facts in the case ap­
pear to be as follows:
The taxpayer had made an erroneous return  for the 
year 1921, in th a t he had claimed a loss on the sale 
of certain stock which had a certain value on March
1, 1913. Stock dividends had been issued in the mean­
time, which reduced the cost or value of said stock 
about one-half. The sale was for less than the value 
of March 1, 1913, but for much more than the value 
or cost of said stock when the stock dividends were 
taken into consideration. On the la tte r basis, there 
was no loss to the taxpayer, but on the contrary, a 
gain or profit.
The Revenue Agent assigned to make the examina­
tion of the taxpayer’s records overlooked the stock 
dividends and allowed the loss and claim for refund 
on the basis of the March 1, 1913, value.
The practitioner knew th a t the taxpayer had made 
an erroneous return  and also th a t the Revenue Agent 
had overlooked the stock dividends and stood silently 
by w ithout disclosing the true facts and let the In­
ternal Revenue Bureau close the case on the erroneous 
return  of the taxpayer and the erroneous report of the 
Revenue Agent, and accepted a refund for his client.
Mr. Bowman’s defense was th a t the relation of 
client and attorney existing between him and his 
client did not permit him to disclose the true facts, 
and th a t he was under no obligation to do so.
The Committee on Enrollment and Disbarment of 
the Treasury Department, however, held th a t it is 
the duty of a practitioner to disclose the true  facts 
under such circumstances, and th a t the relationship 
of attorney and client existing between practitioner 
and client does not absolve a practitioner in such cases 
from disclosing the true facts, for the reason th a t it 
is the duty of the taxpayer to make a true and cor­
rect return  in the first instance; and therefore found 
th a t the practitioner had violated the regulations of 
the Treasury Department and recommended to the 
Secretary of the Treasury th a t the practitioner be 
suspended for a period of th irty  days.
The Secretary of the Treasury approved the finding 
and recommendation of the committee in this case and 
suspended the practitioner for th irty  days.
All practitioners before the Treasury Department 
should take notice of the ruling in this case as to the 
duty of a practitioner under similar circumstances.
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A n  A p p re c ia tio n  o f  the U n ited  States Board o f  
T a x  Appeals
IT is a m atter of record th a t the Secretary of the Treasury, the 
Commissioner of Internal Revenue, 
the Solicitor General and other re­
sponsible Treasury officials vied 
with each other in sponsoring the 
creation of the tribunal we delight 
in honoring this evening, and th a t 
Congress and the President joined 
gladly in bring to a quick accom­
plishment the recommendations 
for the establishment of the U. S. 
Board of Tax Appeals. The board 
had hardly begun to function be­
fore taxpayers realized th a t a new 
spirit was abroad in Taxland. In 
almost its very first decision the 
clarion call was sounded: “No more 
the “rule of payment first and liti­
gation afte rw ards!’” (I B. T. A.
6.) Decision upon decision re-es­
tablished anew th a t logic, and law 
of the land, and legal precedent, 
ra ther than adm inistrative expe­
diency, were to determine tax 
liability.
In quick succession, crystallized 
errors which had inevitably crept 
into Treasury decisions were sub­
jected to impartial analysis, and 
with the results known to all of us. 
Not alone were we edified by the 
clear logic of a long train  of opin­
ions which clarified and supported 
prompt decisions, but in many in­
stances we were, and still are, de­
lighted with the human touch re­
vealed in the board’s pronounce­
ments. To cite examples taken a t 
random :
Who does not recall with appro­
val the statem ent—
“ W e do n o t  b e lie v e  t h a t  i t  is  in  th e  
in te r e s t  o f  so u n d  p u b lic  p o lic y  t h a t  th e  
c o m m iss io n  o f  i lle g a l  a c ts  sh o u ld  b e  so 
f a r  p ro te c te d  o r  re co g n ize d  t h a t  th e i r  
c o s t is  r e g a rd e d  a s  a  le g i t im a te  an d  
p ro p e r  d e d u c tio n -------” ? ( I  B. T . A . 217.)
Who does not respond to the 
righteous indignation clearly im­
plied in:
“ W e c a n  n o t  w ith h o ld  th e  co m m en t
R e m a rk s  o f  D R . J O S E P H  J .  K L E IN , 
P re s id e n t  o f  th e  N ew  Y o rk  S ta te  S o ­
c ie ty  o f  C e rtif ied  P u b lic  A c c o u n ta n ts ,
w h o  w a s  th e  sp o k e sm a n  f o r  C e rtif ied  
P u b lic  A c c o u n ta n ts  a t  th e  b a n q u e t  
g iv e n  in  h o n o r  o f  th e  m e m b e rs  o f  th e  
U . S. B o a rd  o f  T a x  A p p e a ls , W a s h ­
in g to n , D. C., M a y  26, 1926.
t h a t  th is  c ase  w o u ld  p ro b a b ly  n e v e r  h a v e  
com e b e fo re  th is  b o a rd  n o r  th is  is su e  
e v e r  b e en  ra is e d  i f  th e  E x a m in in g  A g e n t 
h a d  p re s e rv e d  a  p ro p e r  ju d ic ia l  a t t i tu d e  
to w a rd  th is  ta x p a y e r .  H is  su p p le m e n ta l 
r e p o r t  ev id en ces  r e s e n tm e n t  t h a t  h is  
o r ig in a l  f in d in g s  w e re  d isp u te d , c o n ta in s  
m a n y  co n clu sio n s b u t  a lm o s t  no  f a c ts  
a n d  e v a d e s  a  c le a r  s ta te m e n t  o n  e v en  
th e  m a t t e r s  w h ic h  h e  w a s  e v id e n tly  in ­
s t ru c te d  to  r e -e x a m in e ” ? ( I  B . T . A . 
126.)
W hat accountant fails to chuckle 
a t the apt characterization—“A 
Tale of Two Audits” ? (I B. T. A. 
342.) Who can fail to  recognize the 
board’s intellectual appreciation of 
the philosophy of accounts even in 
the decision which announces th a t 
“it is a fa r cry from the preach­
ment of these accounting theories 
to the ir consecration as sacred 
principles . . .” ? (III B. T. A. 35.)
Who can fail to be thrilled by the 
literary charm o f :
“ C la ren ce  W h y b ro w  w a s  a n  a r t i s t .  
H is  w o rk  w a s  d one  on in s p ira t io n  a n d  h is  
p ro d u c t w a s  b e a u ty .  H e  co n ce rn ed  h im ­
se lf  w ith  co lo r, lin e , b a la n c e , h a rm o n y , 
a n d  p ro p o r tio n . H is  t a s k  w a s  to  c a tch  
th e  g r a n d e u r  o f  th e  L o u is ’, th e  g ra c e  o f 
th e  b r o th e r s  A d a m , o r  th e  c h a rm  o f th e  
c la ss ic  F lo re n tin e ,  a n d  in s ta l l  i t  b e h in d  a  
h ig h  b ro w n s to n e  s to o p  on M ad iso n  A v e ­
n u e  in  p la c e  o f i t s  V ic to r ia n  g la s s  a n d  
g o ld . H e  th o u g h t  n o t  o f  q u a n ti ty  o r  o f  
p ro d u c tio n  o r  o f  u n i t  co s ts . S uccess to
• h im  w a s  in  q u a li ty  a n d  effec t. H e  b o u g h t 
p a in t ,  o f  co u rse , a n d  o th e r  m a te r ia ls  f o r  
h is  a r t — so d id  L eo n a rd o  a n d  R e m ­
b ra n d t— a n d  so ld  t h e  p ro d u c t, a s  d id  
C h ip p en d a le  a n d  W h is tle r .
“ T h e n  cam e  th e  w a r  a n d  th e  b u rd e n s  
o f  th e  G o v e rn m en t, a n d  h is  p lac e  m u s t  
b e  fo u n d  in  th e  p ro f i ts  t a x  o f  1917. H e  
k n e w  l i t t l e  o f  su c h  m a t te r s  th e n , a n d  
h a rd ly  m o re  w h e n  h e  te s tif ie d  sev en  
y e a r s  la te r .  A c co u n ts  i rk e d  h im . H e  
w a s  su c c ess fu l e n o u g h  to  h a v e  a  bo o k ­
k e e p e r  a n d  th is  m a n  m ad e  th e  t a x  r e ­
tu r n  w h ich  W h y b ro w  s ig n ed . W h a t i t  
c o n ta in e d  h e  h a r d ly  k n ew . I t  w a s  b a se d  
u p o n  th e  a s su m p tio n  t h a t  h is  b u s in e ss  
w a s  o ne  ‘h a v in g  n o  in v e s te d  c a p ita l  o r  
n o t  m o re  th a n  a  n o m in a l c a p i ta l ,’ a s  p r o ­
v id ed  in  se c tio n  209. B u t  th e  C o m m is­
s io n e r  fo u n d  in  h is  r e tu r n  t h a t  h e  h a d  
b u s in e ss  a s s e ts  a n d  lia b ili t ie s— h e  h a d  a  
s tu d io  c o n ta in in g  m o d e ls  a n d  a  l ib r a r y  
o f  m a n y  fine b o o k s a n d  p ic tu re s ,  h e  h a d  
a c c o u n ts  re c e iv a b le  a n d  p a y a b le , a n d  h e  
h a d  c a sh  in  th e  b a n k — a n d  h e  w a s  th e r e ­
fo re  r e g a rd e d  a s  co n d u c tin g  a  t r a d e  o r  
b u s in e ss  h a v in g  c a p ita l  to  be  u se d  a s  th e  
b a s is  f o r  m e a s u r in g  w a r  p ro fits .
“ In  th is  w e m u s t  d isa g re e . T h is  m a n ’s 
b u s in e ss  w a s  in  h is  so u l.” ( I  B . T . A . 
727.)
Turning now to one of the 
groups of recognized practitioners 
before the board, the one I am priv­
ileged to represent, I know th a t I 
need not, in this presence, describe 
the work of the certified public ac­
countant. The regard in which he 
is held by the business community 
makes of him a true business coun­
sellor. He is sometimes even ex­
pected to play the role of prophet. 
But his professional contribution 
to the business and commerce of 
today is predicated on his prim ary 
service—his FACT finding. Basi­
cally, his task is to discover and 
state facts, to reveal fundamental 
tru th . His is not the task of hold­
ing a b rie f; his is not the duty of 
making the worse appear the bet­
te r  reason. Intelligent clients do 
not engage him in the expectation 
th a t he will sugar-coat or gloss 
over unwelcome tru ths. Were he 
in any way to deviate from his 
truth-seeking goal, he would be un­
true to his heritage and unfaithful 
to his trust. Lawyers are essen­
tially advocates, pleaders of a 
cause. Naturally, they regard 
Revenue Bureau practice as a form 
of litigation, an informal type it 
is true, but nevertheless a type of 
litigation. In tax m atters, ju st as 
in an issue presented in open court, 
attorneys proceed on the theory
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th a t it is their duty to advance and 
emphasize factors favorable to the 
interest they represent, since they 
believe th a t the opposition, here 
the Revenue Bureau, will find suf­
ficient delight in, and ample oppor­
tunity  of, developing and stressing 
unfavorable factors. I t could not 
very well be otherwise.
On the other hand, accountants 
—practically all of them, with here 
and there a lapse serving only to 
prove the rule—have, from the be­
ginning, presented ALL of the 
ascertained relevant accounting 
facts in the case, offered a complete 
picture of the entire situation, ex­
posed the unfavorable as well as 
the favorable elements. Since all 
the facts, unvarnished, unadulter­
ated, unwarped, are thus in evi­
dence, so to speak, application of 
the  law, of Regulations and Treas­
ury decisions, is all th a t remains 
for discussion.
Thus it is th a t in their contact 
w ith the Revenue Bureau, account­
ants have selected no new forte. 
True, they have learned to argue, 
but always on the basis of tru th  
and fact. And when I say this, I 
do not mean even by implication 
to reflect upon the learned profes­
sion of the law. I mean merely to 
emphasize the recognized distinc­
tion in the aims and methodology 
of these two professions—the ac­
countant on the one hand, recog­
nizing it as his bounden duty to 
reveal all the existing and known 
facts without direct or indirect con­
cealment—the attorney, on the 
other hand, feeling equally in duty 
bound to stress and emphasize 
favorable elements, almost religi­
ously ignoring the unfavorable 
factors, and certainly very seldom, 
if ever, volunteering information 
derogatory to his thesis.
In the early days of the Federal 
income tax administration, some 
lawyers objected formally to ac­
countants’ activities in connection 
with the preparation of tax returns 
and in collateral tax  services. I 
violate no confidence in mentioning 
th a t former Secretary of the 
Treasury McAdoo advisedly re­
fused to restric t tax  practice to  
lawyers. The confidence in ac­
countants thus early expressed by 
the Treasury Department has, I 
submit, been fully justified.
Upon the organization of the U.
S. Board of Tax Appeals, one of the 
very first questions requiring set­
tlement related to practitioners be­
fore it. The members of the first 
board, as well as those who now 
constitute th a t tribunal, were not 
only learned in tax  law, but also 
familiar with its administration. 
They knew of the accountant’s con- 
tribtuion to the work of the Rev­
enue Bureau. I believe th a t it was 
more a recognition of the profes­
sional ability of the accountant to 
represent clients in tax  m atters 
than a desire to reward intelligent 
and patriotic war service, tha t 
prompted the board very early in 
its official life to  promulgate the 
rule which admitted certified pub­
lic accountants to practice before 
the board on a parity  with lawyers. 
The appreciation felt by the ac­
counting profession of this decision 
by the board has been voiced many 
times and under many different 
circumstances. I shall not repeat 
it here. The decision is the more 
complimentary when it  is recalled 
th a t it was promulgated by a tr i­
bunal consisting almost exclusively 
of lawyers.
It would serve no useful purpose 
to trace the first few months of the 
board’s functioning. While it was 
anticipated a p rio ri, practice soon 
confirmed the expectation th a t the 
informal procedure followed art 
Revenue Bureau hearings did not 
lend itself to  the necessities of cre­
ating a record suitable for possible 
later court appeal. Regardless of 
its designation, and whether or not 
reluctantly, the board became and 
is a court, a court devoid, it is true, 
of the ceremonial trappings which 
still attach to some of our judicial 
tribunals, but nevertheless a court 
which metes out justice, while 
avoiding empty formalism.
The accountant who was not also 
a lawyer soon learned th a t there 
was a vast difference between the
statem ent of what he knew to be a 
fact and the admission of th a t fact 
to official consideration by the 
board. While the question of evi­
dence has been perhaps unduly em­
phasized as the accountant’s buga­
boo, i t  is literally true th a t a 
knowledge of substantive law and 
of the rules of evidence, with which 
subjects many accountants are fa­
miliar, is essential to a proper pre­
sentation of any issue before the 
board—aside from its absolute 
necessity in order to produce a rec­
ord suitable for appeal.
A growing conviction is th a t in 
no im portant tax  case should an 
attorney or an accountant appear 
alone; each is a necessary comple­
ment to the other; each has an es­
sential and characteristic part to  
perform. Because I am also a 
member of the bar, I am most re­
luctant even to appear to favor in 
any way a curtailment of the 
rightful and proper functioning of 
accountants, but I can not blind 
myself to the irresistible conclu­
sion, to the inevitable judgment, 
tha t for the accountant to try  to  
play the role of lawyer before th is  
board, or before any other legal 
tribunal, is not only unnecessarily 
and most undesirably to jeopardize 
the client’s best interest, but seri­
ously and vitally to endanger the 
position which he, the accountant, 
has attained, the foothold which 
he has secured, the recognition 
which he has achieved. And by 
the same token, the attorney rides 
to destruction who essays, without 
the cooperation of an accountant, 
to unravel and present the account­
ing complexities present in almost 
every issue involving the determi­
nation of taxable net income.
During the next few years the 
number of issues th a t will come 
before the board will, even aside 
from their intrinsic difficulty, sorely  
try  the intellectual and physical 
strength of the board membership. 
Ways should and m ust be found 
whereby its labors, will be light­
ened. The fullest cooperation be­
tween attorneys and accountants,
(C on tin u ed  on  p a g e  189)
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Fourteenth Annual Meeting o f the Chamber of 
Commerce o f the United States
T H E  Annual M eeting of the  
Cham ber of Commerce of the 
United S tates was held in W ash­
ington from  May 10th to May 13th, 
1926, inclusive. This m eeting was 
one of the  largest the  Cham ber ever 
held and the  excellence of the  pro­
gram  made it well w orth  the tim e 
taken by the  delegates to  attend. 
The Certified Public Accountant, 
whose work is linked w ith  business, 
could scarcely find a more profitable 
use fo r four days th an  to  spend 
them  participating  in the  discus­
sions, plans and policies form ulated 
a t  th is Convention.
In the  space allotted, it is m ani­
festly  impossible to report the  tre ­
mendous am ount of ground covered 
during these four days. General 
Sessions were held daily from  10 
o’clock to 12 o’clock, a t which lead­
ers in various lines of business and 
governm ent presented papers of 
unusual m erit, and every afternoon 
from  1 o’clock to dinner tim e, Lun­
cheon M eetings were held, a t which 
specialized subjects were discussed 
and papers read. On Tuesday, May 
11th, five of these Luncheon M eet­
ings were in progress, discussing 
a t  different hotels Domestic Dis­
tribution, Foreign Commerce, In­
surance, T ransportation and Com­
m unication and N atural Resources 
Production. On W ednesday, May 
12th, four Luncheon M eetings were 
held in various hotels, considering 
the  subjects of A griculture, Civic 
Development, Finance and M anu­
facture. To relieve the  constant 
pressure of such serious problems, 
on Tuesday, May 11th, a t 9:30 p. 
m., in the  United S tates Chamber 
of Commerce Building, a  Reception 
and Dance w as held fo r all dele­
gates and guests, and on W ednes­
day, May 12th, a t  7:30 p. m., the  
Annual M eeting D inner took place 
w ith the  Honorable H erbert Hoo­
ver, Secretary of Commerce, the 
speaker of the  evening.
B y H E N R Y  J. M IL L E R , C. P . A . 
P resident, The S o c iety  o f L ouisiana Cer­
tified  P ublic A ccou ntan ts.
The keynote of the  discussions 
was Self-Regulation in  Business 
ra th e r  th an  Governmental Regu­
lation of Business. This subject 
was constantly  referred  to in the 
various papers and discussions of 
the  meeting.
Each day’s General Session 
opened and closed w ith  the singing 
of popular songs led by Mr. Roy 
Williams of Oklahoma City, Okla­
homa, which injected a wonderful 
sp irit o f good fellowship in the  pro­
ceedings.
The published report of the  
Board of D irectors was distributed 
on the  first day and contained de­
tails of w hat the  Board had done 
during the  past adm inistration. 
An idea of the  scope and impor­
tance of the  Cham ber’s work can 
be gathered from  the  headings 
contained in th is  report, nam ely : 
The Senior Council, Federal Tax­
ation, S tate  and Local Taxation, 
The M erchant M arine, The N ation­
al D istribution Conference, A n th ra ­
cite Coal S trike of 1925, Agricul­
ture, M aintenance of Resale Prices, 
Banking Legislation, Trade Asso­
ciations, Settlem ent of W ar Debts, 
The World Court, Foreign Affairs, 
The In ternational Cham ber of Com­
merce, Day Labor vs. Contract 
W ork in Public Construction, Sal­
aries of Federal Judges, Im m igra­
tion, Postal Service, Conference on 
S tree t and H ighway Safety, Muscle 
Shoals, D ecentralization and Divi­
sion M eetings and O ther Im portant 
Activities.
To one who has not followed the 
work of the  Cham ber the  trem en­
dous field suggested by th e  above 
is alm ost staggering, yet the  Cham­
ber has intelligently and thorough­
ly gone into each of these subjects 
as the  report of the  Board of Di­
rectors shows. A g reat m any of 
the  subjects were proposed fo r 
endorsem ent a t the  Annual M eet­
ing. Each subject, so presented, 
had th e  endorsem ent of some or­
ganization or group of organiza­
tions, m em bers of the  Cham ber 
and touched on every conceivable 
line of activ ity  from  A eronautics 
to V ital Statistics.
As space is limited, I will cite 
only one resolution of the  m any 
which particularly  in terest C erti­
fied Public Accountants. I t  is on 
the  subject of Taxation and reads 
as follows:
“ The Cham ber o f Com m erce o f the  
U n ited  S ta te s  resp ectfu lly  u rg es upon  
C on gress the ser iou s consideration  o f the  
fo llo w in g :
1. In recen t y ea rs there have been se v ­
era l reductions in  the ind ividual incom e  
ta x  w ith ou t an y  corresponding r e lie f  to  
th e  corporate en terp rises o f  th e  country.
2. In  princip le th e  corporation  incom e  
ta x  should accord m ore n ea r ly  w ith  th e  
norm al incom e ta x  on ind ividuals.
3. A  ta x  o f  th ir teen  and on e-h a lf p er  
cen t on th e  en tire  n et incom e o f cor­
p orations is  p la in ly  unreasonable. L o g i­
ca lly , first consideration  should be g iv en  
to  the proper ad ju stm en t o f th e  corpora­
tion  ta x  since the corporation m ust earn  
and provide a la rg e  proportion  o f  the  
ind ividual incom es upon w hich th e  per­
sonal incom e ta x  is  based.
4. I t  is  m a n ife st  th a t a  burdensom e  
lev y  on th e  sources o f  production m u st  
in ev ita b ly  prove a handicap on en ter ­
p r ise  and b u sin ess expan sion  and resu lt  
in  a  cu rta ilm en t o f  ea rn in gs so th a t th e  
am ount ava ilab le  fo r  th e  d irect ta x  on 
th e  producer is  le s s  and th e  am ounts  
disbursed are a lso  reduced w ith  the re­
su lt th a t the govern m en t revenue su ffers  
in  both  p laces.
On th e  other hand a ju s t  and m oderate  
ta x  on the producer is  an en couragem ent  
and incen tive  to  b u sin ess p rogress and  
exp an sion  w hich w ill be reflected  back  
in  the increased  prosp erity  o f ev ery  c it i­
zen , in crea sin g  both  the d irect and in ­
d irect sou rces o f  govern m en ta l revenue.
W e, th erefore, req uest th a t C on gress, 
in  m ak in g  appropriations, keep clearly  
in  m ind th e  im perative  n e c ess ity  o f  a
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su b sta n tia l reduction in  the p resen t cor­
poration  ta x .”
ADDRESSES
I would like to  be able to  cite 
here every one of the  papers deliv­
ered by outstanding m en in the  
business and economic life of our 
nation, as  they  all contained 
thoughts, plans and policies of keen 
in terest to  our country. I m ust 
content m yself w ith  m entioning 
only a few, bu t would suggest th a t  
every reader of th e  Certified Public 
Accountant secure from  the  Cham­
ber of Commerce of the  United 
S tates, a  copy of its  program  and 
then  select the  subjects th a t  he is 
particularly  in terested  in and re ­
quest the  Cham ber fo r copies of 
Addresses on such subjects.
The Annual Address of Mr. John 
W. O’Leary, P resident of the  Cham­
ber, contained m any points of in- 
tre s t  which were received w ith  
much enthusiasm  by the  delegates 
to the  m eeting. A griculture was 
classed by Mr. O’Leary a t  the  head 
of the  list of im portan t problems 
confronting Am erican business, 
bu t he also laid stress on the  de­
velopment of system atic self-Gov­
ernm ent of business as a substitu te  
fo r Government regulation, cited 
the  unprecedented grow th of in­
stallm ent selling and the  problems 
arising  therefrom , the  dependence 
of the  United S tates upon im ported 
essential raw  m aterials, traffic 
congestion and tax  reform .
In connection w ith  agriculture, 
Mr. O’Leary  s ta te d :
“T he p o licy  w h ich  w ould cripp le a g r i­
cu lture can n ot fa i l  to  ex a ct from  b u si­
n ess  ex trem e pen a lty . Our g r ea t m a r­
k ets  are th e  fa rm ers’ m arkets. Our 
d a ily  food  is  th e  production  o f  th ose  
fa rm ers. I t  is  fo r  th e  p reservation  of  
th ese  m a rk ets , fo r  th e  p reservation  o f  
our food  su pp ly , fo r  th e  even tu a l sta b il­
ity  and su ccess o f  agricu ltu re  th a t w e  
turn  our backs sq u arely  a g a in st a n y  pro­
posa l w h ich  w ould  im peril th e  fu tu re  o f  
agricu ltu re. W e declare our convictions  
a g a in st  a n y  proposal fo r  b u y in g , se llin g  
and m a n u fa ctu rin g  or o ther han d lin g  o f  
agricu ltura l products b y  G overnm ent 
a g en c ie s .”
“ . . . N e w  u ses  fo r  agricu ltu re  prod­
u cts are b e in g  developed . C otton now  
finds it s  u ses in th e  m otion -p icture film ,
sy n th e tic  ivory , im ita tio n  m arble finish  
fo r  w ood and cov er in g s fo r  floors. 
P oker chips from  sk im  m ilk  sounds like  
a joke. . . .”
On the  subject of taxation, he 
spoke as follows:
“ . . . T he continu in g  reductions in  
F ed era l ta x a tio n , h ow ever, have  n ot re­
su lted  u n iform ly  in  a  reduction o f  th e  
ta x  burden on our people . L ocal and  
sta te  ta x e s  have  increased  in  m an y  in ­
sta n ces in  e x ce ss  o f  th e  reduction  o f  F ed ­
era l ta x e s . Y our C om m ittee on T axation  
ha s been  d evotin g  m uch tim e  during the  
y e a r  to  a  stu d y  o f  th e  ten d en cy  and  
effect o f  local and s ta te  ta x e s . I t  is  
hoped th a t th e  rep orts o f  th e  C om m ittee  
on T a xation  a s th e y  com e to  you  w ill 
receive you r  carefu l consideration . S u g ­
g e stio n s  w h ich  m a y  com e to  you  a s a 
r esu lt  o f  such consideration  m a y  m ake  
p ossib le  through  your efforts in  your  
ow n com m u nities and s ta te s  th e  e sta b ­
lish m en t o f  b e tter  sy stem s, o f  b e tter  co­
ordination as betw een  F ed era l and sta te  
ta x e s  and in te rs ta te  ta x e s . . . .”
In connection w ith governm ental 
control, P resident O’Leary, among 
o ther things, expressed him self as 
follow s:
“ . . . T here is  a  school o f  econom ic  
th o u g h t em bracing not a  sm all m inority  
o f  our people  w h ich  b e liev es th a t our 
natu ra l resources should  e ith er  be con­
tro lled  b y  G overnm ent or operated by  
G overnm ent. I t  is  in  th is  field th a t  
A m erican  b u sin ess m u st scrupu lou sly  
carry  on its  operation s in  such a  m a n ­
n er th a t th is  m in o r ity  can n o t ju stifiab ly  
c la im  th a t b u sin ess is  n o t operated  in  
th e  public in terest. Coal, oil, w a ter  
pow er and lum ber are a ll su bject to  
a ttack  from  th is  group and th e  p ro g ress  
o f  th e  trade asso c ia tio n s o f  th is  group  
is  v ita l to  th e  fu n d am en ta l proncip les of 
the r ig h t o f  ind ividual in itia tiv e  on 
w h ich  our G overnm ent w a s founded.
On W ednesday morning, May 
12th, the  General Session was ad­
dressed by Governor A lbert C. 
Ritchie, of M aryland. The Gov­
ernor’s rem arks received an en­
thusiastic  welcome and i t  is to be 
reg re tted  th a t  th e  space is not 
available to  p rin t his address in full.
Below is subm itted ex tracts from  
various p a rts  of his speech which 
may be of in te re s t:
“ . . . P erso n a lly , I am  o f  th e  Je ffer ­
son ian  school o f  dem ocracy, w h ich  be­
lie v e s  th a t th a t govern m en t g o vern s b est  
w hich  g o vern s lea s t , provided i t  govern s  
w ise ly . J u s t  a s  I th in k  th a t sound g o v ­
ern m en t should  recogn ize  th e  r ig h t and  
lib er ty  o f  th e  ind iv idu al to  pu rsue h is  
ow n l ife  in  h is  ow n w a y  so  lo n g  as he  
does n o t in ter fere  w ith  lik e  r ig h ts and  
lib er ties  o f  o th ers, so  I th in k  th a t  th is  
g rea t, d e lica te , hum an m ech an ism  w e  
call b u sin ess should be a s  fr e e  a s  possib le  
from  govern m en ta l in terferen ce , so lo n g  
a s i t  does n o t abu se th is  freedom .
“T he broad purpose o f  govern m en t in  
i t s  re la tion  to  b u sin ess should be to  keep  
th e  door o f  opp ortu n ity  and endeavor  
open to  a ll on equal term s, and to  re ­
stra in  th o se  w ho w ould  deny th is . B y  
the sam e token  g o v ern m en t should keep  
it s  han ds off b u sin ess so  lo n g  a s  b u si­
n ess  k eep s it s  han ds off govern m en t and  
en g a g e s  in  no p ractices w h ich  are u n fa ir  
or stiflin g  to  others. . . .”
“ . . . So w ere  I to  tr y  to  ex p ress th e  
idea  I have  in  m ind in  one sen ten ce, i t  
w ould be, pu t b u sin ess in  govern m en t to  
th e  fu ll e x ten t you  can, b u t ta k e  g o v ern ­
m ent ou t o f  b u sin ess ex cep t w h ere th e  
g r ea t h er ita g e  o f  e q u a lity  o f  opp ortu nity  
n e c ess ita te s  its  presence. . . .”
“ . . . I t  is  n o t g en e ra lly  recognized  
how  m uch govern m en t is  a c tu a lly  in  b u s­
in ess , n o t as a  reg u la tin g  or contro lling  
force , b u t in  com petition  w ith  private  
en terp rises. G overnm ent, F ed era l or  
S ta te , is  in  th e  sh ip bu ild in g  b u sin ess , th e  
airp lane b u sin ess , m a in ta in s w areh ou ses  
and m a n u factu res fu rn itu re , p a in t, m ail 
boxes, envelop es, c lo th in g , cem ent and  
other k inds o f  m a ter ia l and su pp lies.
“ . . . W e m u st rem em ber th a t p rivate  
b u sin ess h a s no treasu re  ch est w h ose  
con ten ts i t  does n o t earn. P ublic b u si­
n ess , on th e  other hand, h a s th e  public  
treasu ry . . . .”
“. . . The public a t  la rg e  th in k s o f  
b u sin ess as one th in g , and govern m en t  
as another. L et u s rem em ber th a t to -d ay  
th e  N a tio n  is  b u sin ess and th a t  b u sin ess  
is  th e  N a tion . I t  is  th e  com m on life . 
Y ou can n ot in jure b u sin ess w ith ou t in ­
ju rin g  th e  N a tion . B u sin ess h a s a s ­
sum ed th e  resp o n sib ility  o f fe ed in g  m an, 
o f h o u sin g  h im , c lo th in g  h im , tra n s­
portin g  h im , su pp orting  h im . B u sin ess  
is  th e  m ean s and th e  on ly  m ean s o f  sup­
p ly in g  m an w ith  th e  th in g s  he m u st  
have  to  liv e . W hatever  e lse  hap pens, 
b u sin ess m u st g o  on; so c ie ty  a s  org a n ­
ized  is  a b so lu te ly  dependent upon it .
“ . . . B u s in ess ju s t ly  rebels a g a in st all 
th e  patern a lism  th a t govern m en t tr ie s  to  
ex erc ise  over it , bu t th e  card inal m is­
take  b u sin ess m akes is  in  sa y in g  ‘b u si­
n ess  is  b u sin ess’ and ‘p o litic s  is  p o lit ic s ,’ 
and on lo ok in g  upon govern m en t too  
m uch as a  th in g  a p art or a s  a  n ecessa ry  
ev il. Y ou can n ot condem n p o litic s  w ith ­
out condem ning govern m en t. P o litics  is  
public b u sin ess. T h is m ean s th a t b u si­
n ess  should  develop a  h ig h er  sen se  o f  
p olitica l resp on sib ility . T he pow er and
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tra in in g  o f  b u sin ess, th e  ab ility , th e  en ­
e rg y , th e  fidelity  th a t go  w ith  it , should  
be m ore availab le  to  th e  s ta te . . . .”
". . I f  you  com plain  o f  too m uch  
go v ern m en t in  b u sin ess, I an sw er th a t  
th e  so lu tion  is  tw o-fo ld : P u t m ore b u si­
n e ss  in to  govern m en t and m ore se lf -g o v ­
ern m en t in to  b u sin ess . G ive th e  g o v ­
ern m en t no need  to  reg u la te  w h a t you  
should reg u la te  y o u rse lves. . . .”
“. . . W e are th e  g r e a te s t  b u sin ess N a ­
tio n  in  th e  w orld, but our govern m en ts, 
both  S ta te  and N atio n a l, do not reflect 
our b u sin ess lead ersh ip . H ere w a ste  and  
ex tra v a g a n ce  and inefficiency and in d if­
feren ce  flourish to  an e x ten t th a t b u si­
n e ss  i t s e lf  w ould n o t endure fo r  a m o­
m ent. O nly th e  ea rn est public official, 
w ho h a s tr ied  to  rem edy th ese  condi­
tio n s  and to  com bat a ll the fa c to rs , hu ­
m an and p o litica l, and a ll th e  in ertia ,  
trad ition , custom  and public ind ifference  
w hich  m ake th ese  conditions possib le , can  
rea lize  w h a t it  w ould  m ean i f  b u sin ess  
i t s e lf  g a v e  th e  proper su pp ort and im ­
p etu s. I f  b u sin ess u n se lfish ly  recognized  
i t s  p o litica l o b liga tion s a s i t  should, it  
w ould be th e  one force  in  th e  s ta te  th a t  
could  m easu reab ly  cure th ese  ev ils . 
When- the b u sin ess in te re sts  o f  th is  coun­
tr y  once rea lly  m ean  w h a t th e y  sa y  in  
dem anding ‘m ore b u sin ess in go v ern ­
m en t,’ then  w ill g o v ern m en t be m ore  
b u sin esslik e . . . .”
“ . . . N e ith er  so c iety  nor b u sin ess  
should look too m uch to  leg is la tio n  to  
so lve  it s  econom ic or soc ia l problem s. 
G overnm ent m u st deal w ith  such  abuses  
a s a  se lf-g o v e rnin g  b u sin ess fa i ls  to  su p­
p ress. I t  can do no le s s . I t  should need  
to  do no m ore. So th e  pow er, th e  oppor­
tu n ity , th e  p r iv ileg e  o f  se lf-g o v ern m en t  
lie s  w ith  you. . . .”
“ . . . W ith  th e  rapid g row th  o f  F ed ­
era l a c tiv ity  h a s  com e a bureaucratic in ­
terferen ce  w ith  b u sin ess th a t I th ink  a c ­
counts fo r  m uch o f  th e  current resen t­
m ent. A s  i f  th e  In terna l R evenue D e- 
partm en t, w ith  its  n ecessa ry  in sp ectors  
and accountants, w ere  n ot i t s e lf  sufficient 
o f  a b u sin ess irr ita n t, there are a t  lea s t  
fo r ty  other departm en ts and su b -d ep a rt­
m en ts and bureaus, n o t to  m ention  sp e­
c ia l con gression a l in v e stig a tio n s , w hich  
m ore or le s s  co n sta n tly  in ject th em se lv es  
in to  your b u sin ess, and rare ly  i f  ev er  in  
a  w a y  th a t is  h e lp fu l to  you. T h is does 
not add m a ter ia lly  to  your jo y  o f  liv in g  
or to  your b u sin ess p rosp erity . H ere  
a g a in  th e  fa u lt  is  n o t in  th e  sta rs  but 
in  y o u rse lves i f  you  do not rec tify  th is.
“Is  there a n y  ju stifica tion , fo r  in ­
stan ce , fo r  300 in v e stig a tio n s  w h ich  a  
recen t w riter  te lls  us have been m ade by  
th e  F ed era l G overnm ent since June la s t  
year, not because o f  som e em ergen cy  de­
m and in g  them , and n ot a ll o f  them  by  
an y  m eans h o stile , bu t s im p ly  routine  
w ork, conducted a t enorm ous co st by  
m ore than  25,000 F ed eral jobholders?
“ G overnm ent should n ot fo r g e t  th at  
th e  m ere fa c t  o f  a n  in v estig a tio n  m ay  
e a s ily  be m isunderstood  and sp ell ruin  
even  fo r  a  w h olesom e ind ustry . . . .”
“ . . . T he r ig h ts  o f  b u sin ess, a fte r  a ll, 
reso lve  th em se lv es in to  ind ividual r ig h ts;  
and th e  F ed era l G overnm ent cannot 
p rotect ind ividual lib er ty  or lea v e  th e  
en terp rise  o f  m en a s  fr e e  and unshackled  
a s it  should be i f  i t  a ttem p ts to  deal w ith  
a ll the econom ic and socia l problem s th a t  
are ra ised  by  m odern bu sin ess and in ­
du stry  in  th is  h u ge  country. W hen g o v ­
ern m en t g o es  beyond its  scope, hum an  
r ig h ts  su ffer  and b u sin ess su ffers. B u si­
n e ss  becom es th e  v ictim  not on ly  o f  
fo o lish  and unw orkable and econom ically  
unsound la w s, bu t th e  v ictim  o f  bureau­
cracy  w ith  a ll its  red tap e  and P aul 
P ry ism .
“A ll th is  p u ts too b ig  a  stra in  on g o v ­
ernm ent. I t  in v ite s  abuse o f  pow er. I 
w ould re lieve  th is  b y  encou rag in g  m ore  
se lf-g o v ern m en t in b u sin ess and b y  b rin g­
in g  b u sin ess in to  c loser  touch and h ar­
m ony w ith  the govern m en t, both S ta te  
and N a tio n a l, and e sp ec ia lly  S ta te . B u s i­
n ess, and b ig  b u sin ess p articu larly , does 
n ot rea lize  th e  im portance to  i t  o f  our  
S ta te  and F ed era l sy stem , and o f  p re­
serv in g  the proper equilibrium . . . .”
“ . . . So I end by  n ot on ly  advocating  
th e  la r g e s t  p o ssib le  m easure o f  se lf-  
g o v ern m en t in  b u sin ess , bu t a lso  by  sub­
m ittin g  th a t th e  freedom  and sta b ility  
and th e  u ltim a te  secu r ity  o f  b u sin ess  
can b est be a tta in ed  b y  h a v in g  a se lf-  
go v ern in g  b u sin ess encourage and su p ­
port se lf-g o v ern in g  S ta tes . . . .”
A t the  annual dinner held a t the  
Ballroom of the  New W illard Ho­
tel, W ednesday, May 12th, the  
Honorable H erbert Hoover, Secre­
ta ry  of Commerce, kept his ex tra ­
ordinarily large audience keenly 
a tten tive  to h is thorough discus­
sion of “Some of the C urrents of 
Development in Am erican Busi­
ness.” W arned by Mr. Hoover a t 
the  very outset of his rem arks th a t  
there  was no room fo r oratory  in a 
them e such as his, nevertheless, 
his subject was so m asterly  han­
dled and forcefully delivered th a t  
in terest never waivered fo r a mo­
m ent during his address.
A few short ex tracts from  his 
speech is all th a t  can be given here 
and they  will have to serve as an 
example of some of the  points cov­
ered by his ad d ress:
“. . . B u t w e are a lo n g  w a y  on the  
road to  n ew  conceptions. T he very  e s ­
sence o f  g r ea t production is  h igh  w a g e s  
and low  prices. I t  depends upon a
w id en in g  ran ge  o f  consum ption  from  
h ig h  rea l w a g e s  and in crea sin g  standards  
o f  liv in g . T oday th e  m ajo rity  o f  em ­
p loyers in  t im es o f  desp eration  ex h a u st  
ev ery  device to  m ake ends m eet before  
reso rtin g  to  w a g e  reduction . T hey turn  
to  lab or-sav in g  m achinery, to  con stan t  
research  fo r  b e tter  processes and better  
a d m in istra tive  m ethods. In turn , th e  
pressu re  o f  h ig h  w a g e s  is  fo r c in g  labor- 
sa v in g  devices and b etter  adm in istra tion  
to  an e x ten t w h ich  o fttim es  reduces labor  
co sts  p er u n it o f  production below  ev en  
those o f  th e  cheaper labor abroad. . . .”
". . T he la s t  qu arter  o f a  cen tury  
ha s seen  a  v a s t  g row th  o f  a ssocia tion a l  
a c tiv it ie s— cham bers o f  com m erce, trade  
a sso c ia tio n s, p ro fession a l a sso c ia tio n s,  
labor un ions, trade  councils, c iv ic  a sso ­
cia tio n s , fa r m e r s’ cooperative a sso c ia ­
tio n s— all nu m bering  in to  th e  thousands, 
un til there is  scarce ly  an  ind ividual in  
our country w ho does n ot belon g  to  m ore  
th a n  one o f  them . T hese asso c ia tio n s  
have grow n  up w ith  var iou s objectives. 
Som e, a  m in ority , are  selfish  and narrow . 
T hey all rep resen t a  v a st  ferm en t o f  
conscious cooperation. T he g r ea t m a­
jo r ity  to d ay  have  a  recogn ition  o f  th e ir  
public resp o n sib ilitie s , a s w e ll a s  th e  
protection  o f  th e ir  ow n in terest. T hey  
rep resen t a  m ovem ent tow ard  a  m ore  
efficient, m ore eth ica l b u sin ess practice  
and a b e tter  syn ch ron izing  o f th e  p arts  
o f  th e  econom ic m achine. W e n o t only  
see  th ese  a sso c ia tio n s w ork ing  sin g ly , 
bu t w e o ften  observe them  cooperating  
in  a  v a st  am ount o f  in ter-trad e  action  
to  th ese  ends. . . .”
“. . . I am  one w ho b e liev es stro n g ly  
th a t  fu ll  constructive  com petition  m u st  
be p reserved  in  th e  m anu factu re and  
distr ibu tion  o f  com m odities. T he v ir il­
i ty  and stren g th  o f  our w hole  econom ic  
sy stem  sp rin g s from  spontaneous en ter-  
prize  and stim u la tion  o f com petition . I t  
is  th e  im pulse  o f in ven tion  and im prove­
m ent. B u t com petition  does n o t n eces­
sa r ily  im p ly  destructive  com petiton . I t  
does im p ly  th a t w e m u st m ain ta in  a  
sufficient num ber o f  independent u n its  
in  an y  g iv en  in d u stry  to  assure  u s that 
th e  fun dam enta l com petition  is  su s­
ta ined . . . . ”
“ . . . A s I ha v e  said , the stockholders, 
or policyh old ers, or other ow ners, actu a lly  
ex erc ise  l it t le  a u th ority  over the m an­
a g em en t in  th ese  groups, and th u s lead ­
ersh ip  h a s  sh ifted  som ew h at fro m  th e  
ow ners to  th e  m an agers. T he m a n agers  
arise  m o stly  by  prom otion from  am ong  
th e ir  sk illed  a d m in istra tive  staffs . W ith  
the lessen ed  p ressu re to  en la rg e  profits, 
th e  tendency  is  to  com prom ise th e  p o ss­
ib le ea rn in g s betw een  w a g e s  and prices  
or ra tes to  th e  consum er. T his in m an y  
ca ses h a s b rough t th e  su rp risin g  resu lt  
o f  decreased  pr ices in  th e  fa c e  o f  in ­
creased  dem and, and o f m ainta ined  h ig h  
w a g e s  in  th e  fa ce  o f surplus o f  labor.
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I t  h a s a lso  resu lted  in  m ore liberal e x ­
pend itu res in  sc ien tific  research— a form  
o f  insurance fo r  th e  fu tu re . . ."
". . A n other  stro n g  advance in  th e  
p a st qu arter  o f  a  cen tu ry  h a s been th e  
in crea sin g  sta b ility  o f credit. One of  
th e  terrors o f  com m erce and in d u stry  
a quarter o f  a cen tury  a go  w a s th a t  
v a r ie ty  o f  slum p w hich  arose from  in ­
flexib le currency and cred it or from  th e  
m a lig n  influence upon cred it o f  over e x ­
pansion  and speculation . T he fun dam en­
ta l b u sin ess o f  producing goods and d is­
tr ib u tin g  them  w a s th u s b rough t into  
period ic cr ises from  no fa u lt  o f  e ith er  
producer or  consum er. . . . ”
". . T he cum ulative  va lue o f in ten ­
sified education , both  e lem en ta ry  and  
h igh er , w hich w e have  been dinning into  
the A m erican  youth  th is  la s t  th ir ty -five  
yea rs is  im m easurable. D u ring  th is  tim e  
w e ha v e  m ultip lied  our stu d en ts in  in ­
stitu tio n s o f  h ig h er  lea rn in g  b y  400 per  
cent. T oday w e have m ore than  all th e  
rest o f  the w orld pu t to g eth er . W e have  
increased  the tech nica l personnel in  every  
avenue o f  production and d istribution  
upon a sca le  v a s t ly  la rg er  th an  an y  other  
nation . T he ex p ert h a s passed  fro m  th e  
land o f  derision  to  th e  land o f esteem .
“ . . . There are m an y  other forces  
m ovin g  in  A m erican  bu siness. T hey  can ­
not a l l  be even  referred  to  in  so sh ort 
a space. B u t I m a y  conclude th a t over  
a q u arter  o f  a  cen tury  the sum  o f  th ose  
u n derly ing  fo rces w hich I have m en­
tioned— and others a s w ell— has been a t  
lea s t  a  g r ea t increase in  our national 
efficiency. . . . ”
“ . . . F rom  th e  sa v in g s  m ade by  
g rea ter  efficiency in  production w e  have  
added the autom obile and th e  good road, 
the m ovies , the radio, and th e  phono­
graph , d irectly  to  th e  stan dards o f  liv in g . 
W e have increased  th e  d iffusion o f  e le c ­
tr ic  lig h t, pow er, te leph one, plum bing, 
and a dozen other th in g s . Som e fe e l th a t  
in  a ll th is  w e  are d eaden in g  th e  sou l o f  
m an b y  m achine production and stan dard­
ization . I  h aven ’t  tim e to  go  in to  th is  
qu estion , bu t I m a y  observe th a t th e  m an  
w ho h a s a standard autom obile, a  sta n d ­
ard te leph one, a  standard bathtub , a 
standard e lectr ic  lig h t, a  standard radio, 
and 1 ½ hours le s s  a v era g e  d a ily  labor is  
m ore o f a  m an and h a s a fu ller  l if e  and  
m ore ind iv id u a lity  than  he has w ithou t 
them . . . . ”
“ . . . I t  is  true th a t th ese  econom ic  
th in g s  are n ot th e  ob jective  o f  l ife  i tse lf .  
I f , by  th e ir  stea d y  im provem ent, w e  sh all 
y e t  fu rth er  reduce p overty , and create  
secure and h ap py hom es, w e  sh all have  
served  under God to  m ake b etter  m en  
and w om en. . . . ”
In closing th is inadequate report 
of th e  Annual M eeting of the  
Cham ber of Commerce of the
United States, I can not refra in  
from  urging th a t  S ta te  Societies of 
Certified Public Accountants follow 
the  example set by our national 
body, The Am erican Society of 
Certified Public Accountants, and 
join the  Cham ber of Commerce. 
The good th a t  i t  is doing is beyond 
question and of im m easureable
T HAT Federal taxes have been 
reduced, is common knowl­
edge. T hat they  are still too high, 
is commonly believed.
Can taxes be fu rth e r  reduced? 
How can a reduction be accom­
plished ?
The transition  of the  Govern­
m ent from  a w ar tim e to  a peace 
tim e sta tu s is the  basis of the  re ­
cent reduction and the  ones th a t 
preceded it.
Our tax  ra te s  were fixed a t  a 
point which produced sufficient 
revenue to  m aintain  the  war. 
W hen peace was declared expendi­
tu res decreased, and when it be­
came possible safely to do so taxes 
were reduced. A s we got fu rth e r  
away from  w ar more reductions 
were possible. We have had also 
the benefit of large am ounts of 
money received from  the  sale of 
surplus w ar m aterial plus o ther 
large am ounts received in paym ent 
of principal and in terest from  the 
debtor nations. I t  is obvious th a t 
tax  reduction has been not only 
possible bu t inevitable.
Now the question arises, have 
we done w hat is possible to be done 
fo r normal tim es. This inevitably 
challenges the  s ta tu s  of the  busi­
ness s truc tu re  of the  Government. 
Are we operating w ith even a rea ­
sonable degree of efficiency? There 
is only one answer. We are  not.
So long ago as 1910 the late  Sen­
a to r Aldrich, then  chairm an of the 
Senate Finance Committee, said 
th a t  he would “undertake to  run 
th is  Government fo r $300,000,000 
a year less th an  i t  is now run  for.”
A t th a t  tim e there  were approxi-
value and the  professional C erti­
fied Public Accountant, both indi­
vidually and as a  m em ber of his 
professional organizations, is m iss­
ing an opportunity  fo r individual 
and professional grow th, if  he fails 
to participate  actively in such vital 
work as the  Cham ber of Commerce 
is doing fo r Am erican business.
m ately 140,000 few er civilian em­
ployees of th e  Government, and 
appropriations fo r the  conduct of 
the  Government were only one- 
th ird  as m uch as they  are now.
I t  is m y deliberate judgm ent 
th a t it  is easily possible to dispense 
w ith  a t least 100,000 unnecessary 
Government employees, and save 
not only th e ir  annual salaries, bu t 
also the  overhead expense to house 
them  and fu rn ish  them  w ith the  
equipm ent and supplies w ith  which 
to work, or ra th e r  to put in th e ir  
time.
I have introduced in th e  House a 
bill to m ake th is  reduction possible. 
My m easure gives to the  President 
complete power fo r a  period of two 
years to  reorganize the  Executive 
D epartm ents of the  Government in 
a business-like m anner. I am con­
servative in estim ating th a t the en­
actm ent of th is  bill and its  fa ith fu l 
execution will save for the  over­
burdened taxpayers of the  United 
S ta tes a t least $500,000,000 a year.
This sum is enough to  re tire  the  
national debt in fo rty  years w ith­
out counting in terest. I t  is enough 
to provide such a generous reduc­
tion in taxes as to reestablish the 
confidence of the  Am erican people 
in th e  efficiency and wisdom of 
the ir Government.
A lthough the  President is the 
Executive head of the  Government 
he has very lim ited au tho rity  over 
the employees of the  Executive De­
partm en t which is a coordinate 
branch of the  Government. We tie  
his hands w ith law  and red tape 
and w ith  the  custom s of years.
(C ontinued on page 175)
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M ONTGOMERY’S “Auditing” is commonly referred to as 
“the Auditor’s Bible” ; the late Mr. 
Nicholson’s “Cost Accounting” is 
frequently termed “The Cost Ac­
countant’s Bible” ; and as it be­
comes more widely known and 
used Professor Saliers’ “Account­
ant’s Handbook,” is coming to be 
known as the “Accountant’s Bible.” 
All these terms are well justified; 
but in their very phrasing they 
show that a greater work exists, 
an older and better guide to ac­
countants and auditors: THE 
Bible.
But who would look in the Bible 
for a treatise on accounting? Or 
for a guide to audit procedure? 
Very few. It is therefore the pur­
pose of this essay to demonstrate 
that an accountant, and especially 
a junior accountant, could not do 
better than to refer to the Bible 
for guidance on almost every point.
True, the Bible is not indexed 
and its use therefore presents a 
grave handicap. But modern edi­
tions carry such an index, and con­
cordances have long been separ­
ately available. So a Bible should 
be as much a part of an account­
ant’s professional library as any 
of the three volumes mentioned in 
the first paragraph.
Do you wish a guide for a de­
tailed audit? It is provided in the 
first Epistle to the Thessalonians, 
chapter 5, verse 21, where it is 
stated “Prove everything.” Could 
anything be more tersely com­
plete ?
Have you ever had a client who 
objected to your proposal to set 
up a “Reserve for Contingencies” ? 
The next time this happens quote 
the story of Joseph and the seven 
lean years (found in Genesis, 
Chapter 41).
Many accountants can tell stor­
ies from their practice of clients 
who carry over-large cash bal­
ances. They fail to get even 2 per 
cent on the checking account, when
By L. GLUICK, C. P. A., 
West Palm Beach, Fla.
they might obtain 3½ or even 4 
per cent on short term government 
securities. Treasurers and comp­
trollers who fail to do their duty 
in this respect should take warn­
ing from the parable of the talents 
(Luke, Chapter 19, verse 12ff).
How many practitioners have 
waived the formality of obtaining 
independent verification of bank 
balances ? Let them read the 
story of Suzanna and the Elders 
and how Daniel proved the inno­
cence of the virtuous women by 
exactly that procedure of inde­
pendent verification.
In the 28th verse, chapter 14 of 
the Gospel according to Saint Luke 
we find words of wisdom regard­
ing cost accounting. It is not rec­
ommended ; it is taken for granted. 
Yet how many accountants permit 
their clients to rush into enter­
prises without “counting the cost ?” 
Of course it is true that all too 
many clients confuse fewness of 
books with simplicity of book­
keeping. But every experienced 
auditor has had his troubles un­
tangling complicated “systems” 
installed, as often as not, by sta­
tionery salesmen, and can heartily 
repeat after the preacher (Ec. 12- 
12) “For of the making of books 
there is no end.” Despite the oft 
expressed opinion of leading ac­
countants many auditors write un­
duly lengthy reports with high 
sounding phraseology. Yet Christ 
above all others knew the value of 
writing down to His audience, for 
it is related of Him (Matt. 13-34) 
“Without a parable spake he not 
unto them.” Accuracy is neces­
sarily the first requisite of a re­
port; but simplicity, it seems, has 
Divine sanction.
The 16th chapter of Luke con­
tains as fine a treatise on fiduci­
aries, and an example of the falsi­
fication of vouchers as can be
found in all literature, and we re­
gret that it is too long to repro­
duce here. Furthermore in the 
chapter containing the famous 
“Render unto Caesar that which is 
Caesar’s” (Matt. 22-17ff ) is found 
excellent advice of the attitude 
which every true citizen should 
take towards the collection of 
taxes. Matthew, before becoming 
a disciple, was a publican, or tax 
collector. Then as now, the popu­
lace feared them, probably more 
from ignorance than real hate. 
Jesus showed how it was possible 
for a man to honestly perform his 
governmental duties and still be 
among the righteous.
Remember that the next time a 
client gets an additional tax as­
sessment ; do not condemn the rev­
enue agent for an “ignorant gov­
ernment clerk; a political ap­
pointee.’’ Maybe he is ; but he may 
be right. And when you prepare 
to testify in behalf of your client 
remember the 16th verse of the 
20th chapter of Exodus: “Thou 
shalt not bear false witness.” That 
chapter, repeated in Deuteronomy, 
Chapter 5, is the basis of the whole 
legal and ethical structure of so­
ciety, and better than all “Codes 
of Ethics and Professional Prac­
tice” ever devised.
But it is not all that the Bible 
has to say on the subject. Like all 
laws, it needed expounding. St. 
Paul wrote: “Abstain from all ap­
pearance of evil.” (I Thes. 5-22.) 
If ever any doubt arises as to 
whether or not a matter is ethical, 
there is the answer. Almost 
brutally direct; succint to a degree. 
And again in Deuteronomy (ch. 
25, vs. 13 & 14), there is unques­
tionable advice as to the contents 
of an audit bag.
The sixth chapter of Leviticus 
contains a reference to concealed 
assets (verses 2 & 5) and the fifth 
chapter of the same book tells the 
fate and punishment of the audi­
tor who suppresses knowledge that
The Accountant’s Bible
172 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T June,
he should divulge. Every auditor 
is able to  tell of a t  least one inci­
dent whereby he “stum bled” on 
relevant d a ta ; some unfortunately  
a re  tem pted to  discount the  “acci­
den t” and ignore it  as  being beyond 
th e  scope of th e  engagem ent. 
These la tte r  know b e tte r; bu t if 
th e ir  client demands justification 
fo r the  aud ito r’s stand in exposing 
it, it  will ease his position to know 
th a t  he has Biblical au tho rity  
fo r it.
Finally let us consider some 
precepts.
“Be sober and vigilant.” (1 P e ter 
5-8.)
“A false balance is an abomina­
tion  to  the Lord.” Solomon was in 
th e  way of becoming a good book­
keeper fo r he sta tes  th is  in two 
places. (Proverbs 11-1 and 20-23.)
“He th a t  keepeth his m outh, 
keepeth his life.” In o ther words, 
respect professional confidences. 
(Prov. 13-3.)
“In the  house of the  righteous is 
m uch tre a su re ; b u t the  revenue of 
th e  wicked is trouble.” (Prov. 
15-6.)
“A good name is ra th e r  to be 
chosen than  g rea t riches.” (Prov. 
22-1.)
“A double minded m an is un­
stable in all his ways.” (Jam es 
1-8.) Avoid qualified certificates.
“Be ye also patien t.” (Jam es 
5-8.) Excellent advice fo r juniors 
in th e  “holler and tick” stage.
We could m ultiply examples of 
th is  kind alm ost indefinitely; lack 
of space is not the  only reason for 
not doing so. The w rite r hopes 
th a t  th is essay will stim ulate its 
readers to go to the  source; and 
obtain o ther citations by them ­
selves, and benefit thereby.
In conclusion the  w rite r wishes 
to  quote (as nearly as his memory 
perm its) the  words of Mr. Gore, 
ex-president of the Institu te , in a 
speech delivered before the  New 
York S tate Society of C. P. A.’s.
“And who knows, bu t th a t  when 
a  good and fa ith fu l accountant has 
passed from  th is  earth , and 
th rough  the  gates which St. P e ter 
guards, he m ay not find, in the
books over which th e  Recording 
Angel has so long worked, a very 
pleasant engagem ent.” Mr. Gore 
probably had in mind th is  tex t:
T H E O R Y  O F A C C O U N T S A N D  
A U D IT IN G
1. D istin g u ish  b etw een  dep letion , ob­
so lescen ce and depreciation , and ex p la in  
how  each  should be handled in  the ac ­
counts.
2. A  syn d ica te  o f bankers w ish  to  pur­
chase  a m an u factu rin g  concern and en ­
g a g e  you  to  m ake an ex am in ation  to  
a scerta in  the va lue and ea rn in gs. B riefly  
sta te  th e  procedure you  w ould fo llow .
3. W hat is  no par v a lu e  stock  and how  
w ould you en ter  th e  proceeds o f th e  sa le  
o f  such stock  h a v in g  a declared or sta ted  
v a lu e  o f  $5.00 p er  share w hen sold fo r  
$10.00 per sh are?
4. D iscu ss th e  ad v a n ta g es o f  each  o f 
th e  th ree  m ost com m only used  m ethods 
o f  d istr ib u tin g  overhead burden and how  
the app rop riateness o f  each m ethod m ay  
be affected  b y  the nature o f th e  bu siness.
5. A  con tractin g  firm  h a s  uncom pleted  
contracts a g g r e g a tin g  $500,000, on w hich  
$150,000 h a s  been advanced and $125,000  
expended and charged  as costs. Y ou  
have been ask ed  to  prepare a  balance  
sh eet fo r  cred it pu rp oses. H ow  w ould  
you  v e r ify  th e  fo r eg o in g  item s and how  
w ould you  trea t such  item s in  your re­
port?
6. A  corporation  m an u factu rin g  15,000 
different products, m ain ta in s a  perpetual 
in v en to ry  record o f  a ll raw  m ater ia ls , 
p arts and fin ished stock . S ta te  briefly  
how  you  w ould  proceed to  v e r ify  th e  in ­
v en tory  tw o m onth s a fte r  th e  date o f the  
B alance Sheet.
7. W hat is  C apital Surplus ? E num er­
a te  proper ch arges and cred its to  th is ac­
count.
8. H ow  w ould you  v e r ify  th e  accounts  
receivable and determ ine the profit on 
sa le s  in  a b u sin ess conducted on an in ­
sta llm en t b a s is?
COM M ERCIAL L A W
A n sw er  E ig h t O ut o f T en Q uestions.
I. R obert Judd received  a n ote  in  the  
ordinary course o f  b u sin ess and endorsed  
th e  sam e “w ith ou t recourse” and sold it. 
Subseq uently  i t  developed th e  note  w a s a 
fo rg ery .
Is he lia b le?
II. The M arlboro C om pany d esires to  
reorgan ize  in  order to absorb severa l 
sm aller  concerns. T he book va lu e  o f  the  
stock  a t  th e  tim e is  $250 and its  earn in g
“I therefore  beseech you th a t  ye 
walk w orthy of your vocation 
w herew ith ye are called.” (Eph. 
4-1.)
cap acity  $30 p er annum  on a  $100 par  
value.
O ne sm all m in o r ity  stockholder de­
clin es to  p a rtic ip ate  in  th e  m erger, c la im ­
in g  it  w ill d im in ish  both  th e  v a lu e  and 
th e  incom e on h er  stock.
T he d irectors offer to  buy h er  stock  
a t  $400 per share, and threaten , a s  an 
a ltern a tiv e , to  se ll th e  a sse ts  and declare  
a liq u id a tin g  dividend in  order to  g e t  
rid o f  h er  ho ld in gs.
(a )  Can th e y  do so?
(b ) Can th e y  com pel her to  se ll ?
(c )  Can th ey  com pel h er  to  partic ip ate  
in  th e  reorg a n iza tio n ?
III. To w h a t e x ten t is  a  corporation  
bound b y  a g reem en ts m ade b y  its  pro­
m oters prior to  and connected  w ith  its  
incorporation  ?
D iscu ss fu lly .
IV. T he directors o f  a  corporation  de­
clare d iv idends out o f  cap ita l. To w h at  
e x ten t, i f  any , are th e y  lia b le?
Do th e  stockholders have  to return th e  
dividends so received?
G ive reasons fo r  answ er.
V . Sm ith  b ou ght goods from  B row n on 
open account. H e m ade p a rtia l p a y ­
m en ts a t  in freq u en t in terv a ls  over a lon g  
period, but died before  fu ll  se ttlem en t. 
H is execu tor  d isp u tes th e  b ill on th e  
grounds th a t i t  w a s barred b y  th e  s ta tu te  
o f  lim ita tio n s. T he bill w as incurred six  
y ea rs before h is death . H is la s t  p a y ­
m ent w a s tw o m onth s before h is  death.
Is  h is  e s ta te  liab le  ?
V I. J o n es, th e  prom oter, telephoned  
A rthu r M ilton, a sk in g  h im  to  subscribe  
to  stock  in  a n ew  com pany. M ilton  
agreed  to  ta k e  ten  sh ares and Jones  
w rote ou t h is subscrip tion  blank and  
sig n ed  M ilton’s nam e thereto .
A b out the sam e tim e  M ilton w a s called  
upon b y  a  sa lesm an  fo r  th e  stock  and 
sign ed  an order fo r  ten  sh ares, but asked  
th a t th ey  be issu ed  in  th e  nam e o f  h is  
w ife .
W hen p ay m en ts w ere called , M ilton  
refu sed  to  m eet both  su bscrip tions, 
c la im in g  he th o u g h t th em  du plicates.
W hat is  h is lia b ility ?
V II. (a )  A  buys good s fro m  B, a  cor­
poration , w ho delivers th e  goods to  the  
exp ress com pany. T he goods are lo s t  in  
tra n sit. W ho h a s a  cla im  a g a in st th e  
railroad com pany?
(b ) A  se lls  and  sh ip s goods to B by  
fr e ig h t . A  a scerta in s th a t B h a s becom e  
bankrupt before arriva l o f  goods. W hat,
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i f  any , action  can A  ta k e  to  recover  
goods ?
V III. (a )  N a m e and define tw o  c la sses  
o f bankrupts.
(b ) N am e th ree  ac ts  o f bankruptcy.
IX . (a )  W hat are th e  e sse n tia l e le ­
m en ts o f  a  n eg o tia b le  in stru m en t?
(b ) W hat does th e  m aker o f a  prom is­
sory  note  w arran t?
(c ) W hat are th e  d u ties o f  the holder  
o f  a  p rom issory  n ote  to  preserve  h is  
r ig h ts i f  not paid upon m a tu r ity ?
X . “A ,” “B ” and “C” are en g a g ed  as  
partners in  a lum ber b u sin ess. “A ” dies 
and b equ eath s h is  en tire  e s ta te  to  h is  
son “X .” “X ” d esires to  becom e a p art­
ner.
W hat are h is r ig h ts?
PR A C T IC A L  A C C O U N T IN G  
F irst S ession  
— 1—
G iven th e  balance sh eets  o f  th e  three  
com panies, A , B and C, as a t  D ecem ber  
31, 1925, prepare a consolidated  balance  
sh ee t and advise  your c lien t a s to  the  
am ount of surp lus ava ilab le  fo r  dividends 
on the com m on stock  o f  the p arent com ­
pany.
Com pany A
P la n t and P r o p e r t y ....  $365,000
In vestm en t in  Sub­
sid iar ies:
Co. B , 1,000 Shares
Com m on ................... 2,500
Co. C, Com m on ....... 20,000
Sinking Fund D eposit 1,500 
T reasury  Stock P re­
ferred  ............................  15,000
A ccou nts R eceivable:
Stock  S u b scr ip tio n ... 15,000
C onsum ers ..................  23,000
N o te s  R eceivable  .........  5,000
Cash ...................................  27,000
P repaid  E x p en ses .......  2,000
Co. B , a /c  rec. ........... 5,000
Co. C, a /c  rec.................  6,000
P referred  Stock 7%
Cum. D iv. P a yab le
Jan . 1 ............................  $170,000
Com m on Stock, 500
sh ares no p ar v a lu e  5,000
C apital Surplus ...........  100,000
E arned Surplus ...........  5,000
A ccou nts P ayab le  ....... 20,000
M ortgage  P ayab le  ....... 7,000
B onds ................................. 150,000
R eserve fo r  D eprecia­
tion  .................................  20,000
R eserve fo r  M ainte­
nance .................... ........ 10,000
487,000 487,000 
C om pany B
P lan t and P rop erty  ....  $82,000
Sin k ing  Fund D ep osit 2,000 
A ccts. R eceivable  Con­
sum ers .......................... 19,000
Cash ...................................  7,000
D eferred  E x p en ses ....  1,000
Co. C, a /c  rec ...................  1,000
P referred  Stock, 7%
Cum. D iv. P ayab le
Jan. 1 ............................  $20,000
Com m on, 1,500 Shares  
no par va lue .............. 3,000
P aid  in Surplus........ ..... 10,000
E arned  Su lp lus ...........  45,000
A ccou nts P a yab le  ....... 5,000
B onds ... ............................. 20,000
R eserve  fo r  D eprecia­
tion  .................................  4,000
Co. A , a /c  P a y a b le ....... 5,000
112,000 112,000  
C om pany B w a s purchased D ecem ber  
31, 1924.
T otal surp lu s a t  th a t date  w a s $13,400. 
In 1925 dividend w a s paid  on preferred  
stock  but none on com m on.
Com pany C
P la n t and P ro p erty ....  $67,000
A ccts. R ecivab le  Con­
su m ers ................ .........  10,000
C ash ...................................  5,000
D eferred  E x p en ses ....  600
P referred  Stock, 7%
Cum. P ayab le  Jan. 1 $15,000
Com m on Stock P a r
V alue $100 ..................  25,000
E arned Surplus ...........  22,500
A ccts. P a y a b le  ............  3,600
M ortgage  P a y a b le  ..... 6,500
R eserve  fo r  D eprecia­
tion  .................................  3,000
Co. A , a /c  P a y a b le ....... 6,000
Co. B , a /c  P a y a b le ....... 1,000
82,600 82,600  
C om pany C w as purchased Janu ary  31, 
1925. Surplus a t d ate  o f purchase w as  
$25,000. N o  dividend w a s paid on com ­
m on stock  in  1925.
— 2—
D and T, a  p artnersh ip , w ere unable  
to  secure sufficient w ork in g  cap ita l to  
carry on th e ir  b u sin ess. T he creditors  
w ere called  to g e th er  on A pril 27, 1925, 
and a fr ien d ly  receiver  w a s appointed  
to  take over th e  b u sin ess a s a t A p ril 30, 
1925.
C ondition o f  B u sin ess A p ril 30, 1925:
Cash .......................................................  $356.20
N o tes R eceivable ............................  4,500.00
A ccts . R eceivable  ..........................  32,545.66
F urniture and F ix tu res .............. 750.00
Good W ill ........................................... 20,000.00
A ccounts P ayab le  .......................... 38,562.46
N o tes P ayab le  .................................  6,500.00
D— D raw ing  ...................................... 560.00
D— C apital a /c  ............................... 6,984.26
T— D raw ing  ...................................... 564.00
T— C apital a /c  .................................  7,165.99
R eserve fo r  Bad D ebts .............. 3,250.00
R eserve fo r  D epreciation  on
F . and F ...................................... ..... 150.00
P u rch ases ........................................... 15,846.85
R eturn P u rch ases .......................... 187.50
In terest on D is c o u n t .....................  362.50
S a lary  and W a g e s .......................... 2 ,868.45
R ent ....................................................... 583.33
M isc. Supp lies and E x p en ses....  324.68
G eneral E x p en ses .......................... 362.89
S a les ....................................................... 16,964.58
R eturn S a les ...................................  140.23
T he m erchandise  in ven tory  Jan u ary  1, 
1925, w a s $2,850, included in  P urch ases  
and on A p ril 30, 1925, th e  inventory  w as  
$3,250.
T he receiver  co llects o f  th e  A pril 30, 
1925, a sse ts  $3,780 from  n otes receivable  
and $26,846.83 from  accounts receivable; 
th e  balance o f th ese  n o tes and accounts
w as considered to  be un collectib le. H e  
p a y s a ll th e  n otes and se tt le s  w ith  th e  
cred itors on a b a s is  o f  87 per cent.
On A p ril 30, 1926, th e  receiver  re­
turned th e  rem ain in g  a sse ts  o f  A p ril 30, 
1925, and th e  lia b ilitie s  resu ltin g  fro m  
his operations.
T he operation s o f  th e  receiver  are  
sum m arized  a s fo llo w s:
S a les ........ ............................................ $60,000.00
A d dition al P urch ases ................  31,525.00
O perating  E x p en ses— all paid
in  cash  .................... ......................  13,646.83
R ece iv ers’ E xp en se  and Fees... 3 ,468.00  
C ash R eceived  from  N ew  C us­
tom ers ...........................................  52,751.25
Cash P aym en t fo r  Purchases... 24,872.20  
In ven tory  o f  M dse., a t  End o f
R eceiversh ip  ........................  4,250.25
P repare R ea liza tion  and L iqu idation  
A ccount.
P R A C T IC A L  A C C O U N T IN G  
Second Session
— 1—
A  and B have  been partners fo r  a  
num ber o f  y ea rs w ith ou t a n y  c o n t ract. 
A  h a s  been draw ing  out $10,000 per y ea r  
and B $8,000 a year.
C ondition o f  B u sin ess:
C ash ...........  $9,000 A ccounts
M dse...............  12,000 Payable... $10,000
Store ...........  20,000 B ills  P a y -
Equipm ent... 8,000 able ....... 10,000
A ccts. Rec.... 16,000 C apital ....  45,000
65,000 65,000
C is  to  be adm itted  in to  the partn er­
ship and is  to  receive  a 1 /3  in terest fo r  
$20,000, based  on th e  above condition  
o f  bu siness; A  received  4 /9  in te re st be­
cause  o f h is  experien ce in  th e  b u sin ess;  
B the balance. T hey  m ake a n et profit 
o f $50,000 and se ll th e  a sse ts  a t  a  lo ss  
of. $10,000 on liqu idation , a t  the end o f  
th e  year. W hat w ill each p artner receive  
in cash ?
— 2—
H ogan  and Su llivan  are declared bank­
rupt both  ind iv idu ally  and a s a firm . T he  
esta te s  are as fo llo w s:
F irm . H ogan. Su llivan . 
G eneral A ssets... $20,000 $10,000 $20,000  
P led ged  A ssets... 30,000 30,000 50,000
D ue from  H ogan . 10,000 ................................
D ue from  F irm ......... ............................  15,000
60,000 40,000 85,000  
F irm . H ogan. Su llivan.
Gen. C reditors....  $50,000 $15,000 $5,000
Sec. C reditors....  20,000 20,000 30,000
D ue F irm  .............................  10,000 ..............
Due Su llivan  ....  15,000 ................................
U . S. T a x e s ........................... 25,000 25,000
85 ,000 70,000 60,000  
D istr ib u te  th e  a sse ts , d isregard in g  cost
o f  adm in istration .
— 3—
A  m a n u fa ctu rin g  corporation b u ilt an  
addition  to  i t s  p lan t during a  dull period,
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u s in g  th e  labor o f  i t s  own em ployees.
T he co st o f  m ater ia ls  w hich w en t in to  
th is  add ition  w a s $100,000 and d irect 
labor $50,000.
In  co stin g  i t s  product fa c to ry  overhead  
w a s d istributed  on th e  b a sis  o f  d irect 
labor b e in g  75 per cen t th ereof.
Sa les  ex p en se  equalled  10 per cen t o f  
sa le s  and a d m in istra tive  ex p en se  7½ 
p er cent.
A t  w h a t figure w ould  you  cap ita lize  
th e  co st o f  th is  n ew  addition , and w h y ?
A  m in in g  corporation  h a s  a  bond issu e  
secured  b y  a  lie n  upon its  m ineral prop­
erty . One o f  th e  provisions o f th e  deed  
o f  tr u st  is  th a t a  s in k in g  fu n d  sh a ll be 
provided fo r , out o f  profits equal to  25c. 
fo r  each  ton  o f m inera l m ined during the  
year.
D ep letion  based  on co st equals 15c. per  
to n . On M arch 1st, 1913, v a lu e  fo r  ta x  
p u rp oses 20c. p er  ton.
D u ring  th e  y ear  100,000 ton s o f  coal 
h a v e  been  m ined and th e  sin k in g  fund  
e a rned  $12,000 upon its  in v estm en ts.
P repare th e  journal en tr ies coverin g  
s in k in g  fu n d  and dep letion .
— 5—
A t Janu ary  1st, 1926, one o f  th e  de­
p a rtm en ts o f  a  departm en t store had an  
in v en to ry  a t  se llin g  price o f $100,000. 
T h e m ark  up fo r  th a t p articu lar  d epart­
m en t w a s 20 per cent.
D u ring  th e  m onth  m erchandise w hich  
c o s t  $200,000 w a s tra n sferred  to  th is  de­
partm en t and goods o f  a  se llin g  price o f  
$25,000 w ere fu rth er  m arked up 10 per  
c en t, w h ile  goods w hich w ere m arked to  
se ll  fo r  $50,000 w ere  m arked dow n 10 
p er cent.
T h e sa les  fo r  th e  m onth am ounted to  
$297,500.
R equired— th e inven tory  a t  se llin g  
p r ice  a t  Janu ary  31, 1926, and a  s ta te ­
m en t sh ow ing  th e  g ro ss  profit from  th is  
d ep a r tm en t fo r  th e  m onth.
— 6—
On Jan u ary  1st, 1926, a  corporation  
purchased  100 sh ares o f  stock  in  anoth er  
corporation  a t  $200 per share. On J an u ­
a r y  15th , 1926, th is  second corporation  
declared  a  sp ec ia l cash  d ividend o f  25 
p er  cen t and d istr ibu ted  a  stock  dividend  
o f  50 per cent. H ow  should th ese  tr a n s­
actio n s be entered  on th e  books d isre­
g a rd in g  a n y  qu estion  o f ta x a tio n ?
P R A C T IC A L  A C C O U N T IN G  
Third S ess io n
T he W ash in gton  M anufacturing  Com ­
pa n y  w a s organized  D ecem ber 1 st, 1924, 
w ith  an authorized  cap ita l stock  o f  $1,-
500,000, o f  which $750,000 w a s  7 p er 
cen t preferred  and $750,000 com m on. 
T he com pany w a s a lso  au thorized  to
issu e  bonds in  th e  am ount o f  $200,000  
due Jan u ary  1, 1935, b earin g  6 per cent 
in terest p ayab le  sem i-annu ally .
A t it s  organ iza tion  a sse ts  w ere ac­
quired from  Sm ith  & Jon es in  considera­
tion  o f  th e  issu a n ce  o f  $400,000 par va lue  
com m on stock  and $100,000 preferred  
stock , a s  fo llo w s:
R eal E sta te  P la n t S ite  ................... 80,000
R eal E sta te  Com m ercial Block... 30,000
B uild ings ..... .... ...................................  100,000
M achinery and E quipm ent ....... 100,000
Good W ill ............................................. 150,000
P a ten ts  (D a te  o f Issu e , Janu ary
1,  1924) ................................................. 50,000
510,000
On th e  com m ercial block th ere  w a s a  
m o rtg a g e  o f  $10,000 due A pril 1 st, 1926, 
w hich w a s assum ed  b y  th e  purchasers. 
T his m o rtg a g e  bears in te re st a t 6 per  
cen t payab le  a n n u a lly  in  A p ril o f  each  
year.
Sm ith  & Jon es donated back to  th e  
com pany com m on stock  in  th e  am ount o f  
$100,000, to  be used  a s  a  bonus in  th e  
sa le  o f  p referred  stock.
F o llo w in g  the o rg an iza tion  preferred  
stock  in the am ount o f  $100,000 w a s sold  
fo r  cash  a t  par w ith  $50,000 par va lue  
com m on stock  a s a  bonus and bonds o f  
a  fa c e  v a lu e  o f  $150,000 w ere sold a t 95. 
Subseq uently  $300,000 par va lu e  o f  p re­
ferred  stock  w a s sold  a t $90 per share.
In addition to  th e  fo r eg o in g  you  find—
1 st. N o record h a s been  m ade on the  
books o f  th e  com m on stock  donated by 
Sm ith  & Jones.
2nd. T he p referred  stock  and bonds 
h a v e  been entered  a t  th e  am ount fo r  
w hich  sold.
3rd. C ash is  sh ort $3,000.
4th . N o reserve  provided fo r  accounts  
receivable— ½ o f  1 p er cen t o f  y ea r ’s 
sa le s  considered reasonable.
5th. In v estm en ts co n sist o f  G overn­
m ent bonds $25,000 (4¼ per cen t in ter ­
e s t  due D ecem ber 15th and June 1 5th ), 
D ecem ber coupons a ttach ed  and stock in  
a n ew ly  organ ized  com pany o f  a  par  
va lu e  o f  $50,000 carried a t  cost, $30,650, 
rep resen tin g  a  20 p er cen t in te re st  in  
th a t com pany.
6th. In th e  accounts receivable  th ere  is  
an account a g a in st  th is  sam e com pany  
am oun tin g  to  $32,000 rep resen tin g  ad­
van ces m ade to  i t  to  be repaid  in  raw  
m ateria l w hen  th a t com pany b eg in s oper­
a tio n s and advan ces m ade to  corporate  
officers o f  $15,500.
7th. A d dition s ha v e  been  m ade to  
bu ild in gs and m achinery  during th e  year  
a s fo llo w s:
B u ild in gs ................................ ..............  $40,000
M achinery and E q u ip m e n t____  20,000
Office F ix tu res  and F u r n itu r e ....  7,500
N o  depreciation  h a s been  provided fo r  
on the books, bu t ra tes  have  been agreed  
to  as fo llo w s:
B u ild in gs 2 ½ per cen t on th e  or ig inal 
purchase price p lu s ½ th e  add itions fo r  
th e  year.
M achinery 5 per cen t on th e  orig ina l 
purchase price  p lu s ½ th e  add itions fo r  
th e  year.
Office fu rn itu re  and fix tures 10 p er  
cen t upon th e  balance in  th e  account D e­
cem ber 31, 1925.
C om m ercial property  2 per cen t on  
book value.
8th . N o  p rovision  h a s been m ade fo r  
a m ortiza tion  o f  p a ten ts w hich have  a l ife  
o f  16 y ea rs from  Jan u ary  1, 1925.
9th . N o  provision  h as been m ade fo r  
accruals and p rep aym en ts as fo llo w s:  
A ccruals.
P ay ro ll— P roductive L abor . ......... $10,300
N on -P rodu ctive Labor .... ...........  600
S a lesm en ’s C o m m iss io n s ... ............ 13,800
T a x es .................... ...... ..............................  2,650
In terest  P a yab le  ................................ 3,450
In terest R eceivable  on N o te s  and  
B onds ..................................................  1,350
P repaym ents.
Insurance— F a cto ry  .........................  1,200
G eneral ................................................ 1,050
T a x es ... ..................................................  400
In terest ..................................................... 1,450
10th. N o te s  receivab le  have  been d is­
counted in  the am oun t o f  $20,600.
11th . C ontracts ha v e  been le t  fo r  n ew  
m achinery to  th e  am ount o f  $75,000, no  
deliver ies, how ever, ha v e  y e t  been m ade.
12th. A n  in ven tory  show ed su pp lies on  
hand $4,250.
F rom  th e  fo r eg o in g  in form ation  and  
th e  a ttach ed  tr ia l ba lan ce and a n a ly s is  
o f op era tin g  accounts prepare B alance  
Sh eet, Incom e and E x p en se  S ta tem en t  
and A n a ly s is  o f  Surp lus A ccount.
T rial B alance D ecem ber 31, 1925
A ccou nts P a yab le ....... $41,350
A ccou nts Receivable... $253,250
Bonded D ebt ................  142,500
B u ild in gs .......................  140,000
Cash ........................... 99,150
C apital Stock P fd .....  470,000
C apital Stk. Com m on 400,000
Good W ill ........ ............ 150,000
In ven tory , R aw  M atls. 90,000  
In v en t’y , W k. in  P r ’s 180,360  
Inven tory , F in i’d Gds 76,000
In v estm en ts ... .............. 55,650
M achinery and T ools 120,000
M ortgage  P ayab le  ....  10,000
N o te s  P a yab le  ...........  123,000
N o te s  R eceivable  ....... 13,550
Office F ur. and F ix t ’s 7,500
P a ten ts  .......................... 50,000
R eal E sta te , P lt. S ite  80,000
R eal E sta te , Com........ 30,000
S a les ........ ........................  1,380,000
C ost o f  Goods S o ld ...  920,000
R eserv e  fo r  O verhead 119,860
A d m in istra tiv e  E x p en ses  
Gen. Office Expense... 4,300
Office S a lar ies ...........  12,900
P rin tin g  and S ta tio ’y  7,800
Sa la r ies o f  O fficer s....  39,000
Insurance ................... .... 2,100
T axes ............................... 3,700
F actory  E xp en se  
N on-productive Labor 57,600
Superintendence .........  12,000
H eat, L igh t, Power... 24,800  
R epairs, B u ild in g s and
M achinery ........ ........ 19,900
Insurance, B u ild ings
and M achinery ....... 3,600
Gen. F a ct'y  Expense... 8,700  
Supplies .......................... 22,150
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S e llin g  E xp en se
S a lesm en ’s Salaries... 57,600
S a lesm en ’s Com ....... . 55,200
A d v er tis in g  ................... 76,000
P rin tin g  and S ta tion ­
ery  and P o sta g e  ... 3,400  
N on -O p erating
D isc’t  on P u rch ases.... ...................13,400
In te re s t Received ........................1,150
R enta l Received ........ ..................2,500
Discount on Sales...... 17,600
In te re s t Paid ............  8,750
Expenses, Com’l  B lk . 1,200
2,703,760 2,703,760
A n a ly s is  o f  O perating  A ccounts  
R aw  M aterial
P urch ases ........................................... $547,200
T ra n sfer  to  W ork in  P ro cess—
actual cost ...................................  457,200
On H and D ecem ber 31, 1925—  
actual c o s t ...................................... 90,000
W ork in P rocess  
D ebits
R aw  M aterial from  Stores—
actual c o s t ......................................  $457,200
P roductive Labor from  P ayro lls  599,300 
O verhead 20% o f Productive  
Labor ............................................... 119,860
1,176,360
C redits
996,000 u n its  tra n sferred  to  
F in ish ed  Goods A ccou nts a t  
estim a ted  co st o f  $1 per un it ... $996,000
40.000 U n its  w ere on hand Dec.
31, 1925, in h a lf-s ta g e  com ­
pletion  ................... .........................  180,360
F in ish ed  Goods
9 96 ,000 com plete u n its  tr a n s­
ferred  from  W ork in  P rocess
a t  estim a ted  cost o f  $1.............. 996,000
920 ,000 com plete  u n its  tra n s­
ferred  to  C ost o f  Goods Sold,
a t  e stim ated  co st o f  $1..... ......  920,000
B alance D ec. 31, 1925....... 76,000
TAXES AND ECONOMY
(C ontinued from  page 170) 
Thousands upon thousands of use­
less and inefficient employees 
fasten  them selves on the  payroll 
of the  United S tates Government 
and rem ain there  as perm anent 
fixtures until death  alone removes 
them . No one under the  Civil 
Service can be discharged unless 
someone places very  serious 
charges and proves them . T hat is 
practically never done.
Now I propose under the  term s 
of the  Reorganization Bill to  give 
the  President a free hand fo r two 
years, to remove all restrictions, 
and perm it him  to deal w ith the 
civilian employees of the  Executive 
D epartm ent solely on the  basis of 
th e ir m erit and from  the  viewpoint
of w hether they  are necessary em­
ployees. He could dismiss all em­
ployees unnecessary to the  proper 
conduct of the  Government busi­
ness, and all o thers who are ineffici­
ent. My bill also gives him  au­
th o rity  to consolidate all bureaus, 
divisions or commissions which 
need to be consolidated and to 
elim inate all bureaus, divisions or 
commissions th a t  m ight be found 
unnecessary.
The P resident has pleaded for 
economy in Government, bu t as I 
have pointed out, his hands are 
tied. The resu lt is th a t  there  are 
now more than  20,000 more civilian 
employees on the payroll of the  
Government th an  there  were a few 
m onths a f te r  P resident Coolidge 
took office. I w ant to cooperate in 
giving him  the  opportunity  and 
power to do a thoroughgoing piece 
of work, and once and fo r all, get 
the  business s truc tu re  of the  Gov­
ernm ent down to  a common sense, 
economical, efficient basis. I th ink  
such an achievement would be an 
outstanding event in our peace­
tim e history.
W hether my own bill becomes a 
law is of no personal concern to 
me. B ut I am  interested  in having 
Congress pass anybody’s bill which 
will bring about th e  results de­
sired.
I am thoroughly convinced th a t 
we can not have effective reorgani­
zation if  Congress a ttem pts to do 
it. I t  is an Executive job. I am 
also firmly of the  opinion th a t  it 
can not be done piecemeal. We 
m ust do the  whole job a t  one time.
The tax  payers of Am erica are 
entitled to the  savings which re ­
organization will accord them . I
am ready a t any tim e to give w hat­
ever help is w ithin my power to 
bring about th is  happy result.
DECIMAL METRIC M EASURES 
URGED FOR UNITED STATES
A d v o ca tes o f m etr ic  s ta n d a rd s for  
th e  U n ited  S ta te s  h a v e  g a in ed  an  im ­
p o rta n t v ic to ry  in  C on gress by su cceed ­
in g  in  h a v in g  h ea r in g s ca lled  on  th e  
B r itte n  b ill (H . R . 1 0 ) .  T he h ea r in g s  
b egan  on  F eb ru ary  1 st b e fo re  th e  H ou se  
C om m ittee  on  C oinage, W e ig h ts  and  
M easures, o f  w h ich  H on. R an d olp h  
P er k in s  o f  N ew  J ersey  is  chairm an .
T he m etr ic  b ill, p u t forw ard  by H on. 
F red  A. B r itte n  o f  I llin o is , p rov id es for  
th e  g ra d u a l ad o p tio n  o f m etr ic  u n its  of 
w e ig h ts  and m ea su res in  m erch a n d is­
in g  th ro u g h o u t th e  U n ited  S ta tes  a fter  
a tr a n s it io n  p eriod  o f  10 years.
U n der th e  proposed  law , m a n u fa c ­
tu rers w ill co n tin u e  to  u se  a n y  m ea s­
u res th e y  d esire  in  p rod u ction , bu t 
co m m ercia l tra n sa c tio n s  are to be on  
th e  d ec im a l basis , a lread y  em p loyed  to  
a d v a n ta g e  in  U n ited  S ta te s  C oinage. 
A ll c iv iliz ed  n a tio n s  h a v e  a d op ted  th e  
m etric  sta n d a rd s ex cep t th e  U n ited  
S ta te s  and  th e  B r itish  C om m on w ealth s, 
w h o se  m ea su res are n o t id en tica l.
A m o n g  th e  o rg a n iza tio n s  u r g in g  m e­
tr ic  s ta n d a rd s are th e  M etric A sso c ia ­
tio n , w ith  h ea d q u a rters in  N ew  Y ork  
C ity; th e  A ll-A m er ica  S tan d ard s C oun­
cil, w ith  h ea d q u a rters in  San F ra n ­
cisco ; th e  N a tio n a l W h o le sa le  G rocers  
A sso c ia tio n ; N a tio n a l W h o le sa le  D ru g ­
g is ts  A sso c ia tio n ; N a tio n a l R esea rch  
C ouncil; A m erican  A sso c ia tio n  for  A d ­
v a n cem en t o f S c ien ce; A m erican  In s t i­
tu te  o f A rch itec ts; N a tio n a l In s t itu te  
o f  In v en to rs; W orld  E d u ca tio n  A sso c ia ­
tio n ; A m erica n  C h em ical S o c iety , and  
m an y o th er  groups.
N a tio n -w id e  in te r e st  in  th e  is su e  is  
in d ica ted  by m ore th a n  1 0 0 ,0 0 0  p e t i­
t io n s  on file  w ith  th e  D ep a rtm en t o f  
C om m erce, u r g in g  C on gress to  en act 
m etr ic  le g is la t io n . T he S ta te s  o f I ll i­
n o is, C a lifo rn ia , N o rth  D ak ota , T en ­
n e sse e  and  U tah  th ro u g h  th e ir  le g is ­
la tu res  ha v e  m em o ria lized  C on gress to  
p ass su ch  a m etr ic  law .
IN  MEMORIAM
C. A. Gano, C. P. A., (Ohio 96, Nov. 11, 1909) Cincin­
nati, Ohio, died suddenly on M arch 27, 1926.
Mr. Gano was P resident of the  Ohio Society of Certified 
Public Accountants and was preparing to m otor to Dayton 
to a ttend  the  quarterly  m eeting of th a t  society when he 
died from  the  resu lt of a h ea rt a ttack . He was highly 
esteemed by all who knew him . The profession in Ohio 
has suffered a trem endous loss in his passing.
REVISED CONSTITUTION AND BY-LAWS OF THE AMERICAN SOCIETY 
OF CERTIFIED PUBLIC ACCOUNTANTS
(R ev isio n  adopted by m ail ba llo t and declared e ffective  June 1, 1926.)
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A rticle  I.
The nam e of th is  organization  sh a ll be The A m erican Society  
of Certified P ublic A ccountants.
A rticle  II.
T he objects of th is  Society  sh a ll be (a) to protect and foster  
the certificate of Certified P ublic A ccountant as granted by the  
S tates, other po litica l su bd iv isions, and the p ossession s o f the  
U nited S ta tes of Am erica, a ll of w h ich  herein after  sh a ll be 
•denominated as S ta tes; (b) to a ss is t  G overnm ent au th orities  
in  regu la tin g  the public practice of accou nting  to  the end that 
it  m ay becom e a lega lized  profession; (c) to im prove the  
standards o f the accou nting  profession ; and (d) to encourage  
and prom ote affiliation w ith  th is  so c iety  by organizations of 
certified public accountants in  the several S tates, a ll of w hich  
hereinafter  sh all be denom inated a s S ta te  organizations.
A rticle  III.
M em bership in  th is  Society  sh a ll be restr icted  to  certified  
public accountants w ho hold va lid  certificates as such granted  
by the S tates. A ny such certified public accountant m ay be 
adm itted  to  m em bership in  th is  Society , provided h is  applica­
tio n  is  supported by evidence sa tisfa c to ry  to its  Board of 
D irectors.
A rticle  IV.
A m em ber of th is  Society  sh a ll be en titled  to receive a cer­
tificate of m em bership, provided he first agrees in  w r itin g  to  
surrender the certificate to the Society  in  the even t of h is  
w ithdraw al from  m em bership or the term ination  o f h is  m em ­
bership  through any cause other than  death.
A rticle  V.
The m em bers of th is  Society  sh a ll be allocated  to  and grouped  
by S ta tes according to  th e ir  residence or their place of b u si­
ness, as th ey  m ay elect, excepting  th a t m em bers resid in g  in  
foreign  countries sh a ll be allocated  to the States by w h ich  
th e ir  certificates w ere granted.
The m em bers in  the several S ta tes sh a ll elect annually , from  
am ong them selves, a rep resentative or rep resentatives, and  
sh a ll be en titled  to  one rep resentative  for each fifty  (50) m em ­
bers and to one rep resentative  for any rem ainder o f m em ber­
sh ip  w h ich  is a m ajor fraction  o f fifty. The m em bers in  each  
S tate  sh a ll be en titled  to one representative  even though  their  
num ber m ay be less  than  fifty.
A rticle  VI.
The S ta tes sh a ll be grouped in to  ten  d istr icts , as follow s:
F ir st  D istr ict: M aine, N ew  H am pshire, V erm ont, M assachus­
etts , C onnecticut, and Rhode Island.
Second D istr ict: N ew  York and N ew  Jersey.
T hird D istr ict: P en nsylvan ia , M aryland, D elaw are, and D is­
tr ic t of Columbia.
F ourth  D istr ict: Ohio, M ichigan, K entucky, and W est V ir­
g in ia .
F ifth  D istr ict: I llin o is  and Indiana.
S ixth  D istr ict. V irg in ia , T ennessee, N orth Carolina, South  
Carolina, Georgia, F lorida, A labam a, M ississip p i, and Porto  
Rico.
Seventh  D istrict: W isconsin , M innesota, N orth  Dakota, South  
D akota, N ebraska, Iow a, and Colorado.
E ig h th  D istr ict: M issouri, K ansas, Oklahom a, A rkansas, 
T exas, and L ouisiana.
N in th  D istr ict: C alifornia, N evada, U tah, A rizona, N ew  
M exico, H aw aii, and P h ilipp ine Islands.
T enth  D istr ict: W ash ington, Oregon, Idaho, M ontana, W yo­
m ing, and A laska.
The S ta te  rep resen ta itves in  each d istr ic t  sh a ll e lect an­
n u a lly  one or m ore d irectors from  th e  m em bersh ip in  the d is­
tr ict, but no m em ber w ho is  from  the sam e S tate  as retiring  
director m ay be elected  a director except by unanim ous vote  
of a ll the rep resentatives in  the d istr ict. E very  d istr ict sh all 
be en titled  to  one director for each three hundred (300) m em ­
bers therein  and to one director for an y  rem ainder of such  
m em bersh ip  w hich is  a  m ajor fra ctio n  o f three hundred. A  
d istr ict sh a ll be en titled  to one d irector even though the num ­
ber of m em bers therein  m ay be le s s  than  three hundred.
A rticle  VII.
W henever a S tate  organization  sh a ll apply to  th is Society  
for a rela tion sh ip  of affiliation and sh a ll show  th a t tw o-thirds 
or m ore of its  m em bers, tw o-th irds or m ore of its  directors, its  
president, and its  secretary are m em bers of th is  Society, the  
Board of D irectors m ay arrange and estab lish  such affiliation  
under cond itions w h ich  are m utu ally  agreeable and w hich are  
co n sisten t w ith  provisions in  th e  B y-L aw s of th is  Society  in  
rela tion  thereto; and th is relation sh ip  m ay be continued so 
long  as th ese  conditions are m aintained .
A rticle  V III.
The directors sh a ll e lect annually , from  the m em bership of 
the Society , a president, a first v ice  president, a second v ice  
president, a secretary, and a treasurer. T hese officers sh a ll be 
ex-officio m em bers of the Board of D irectors and  sh a ll serve  
for a period of one year and u n til th e ir  su ccessors have been  
elected  and have qualified.
A rticle  IX .
The directors sh a ll e lect ann ually  a m em ber of the Society  
to audit and report upon the accounts of th e  Society  and sh all 
elect ann ually  from  the m em bership of th e  Society  three (3) 
te ller s  w hose d u ties sh a ll be to exam in e the e lection  returns and  
the ballo ts of m em bers on referendum  votes and certify  the  
resu lts to the president of the Society . The d irectors a lso  m ay  
elect or appoint from  tim e to  tim e such other officers as they  
m ay deem  advisable.
A rticle  X .
T he past presidents of the Society  sh all con stitu te  an advis­
ory com m ittee and th ey  sh a ll be honorary m em bers of the  
Board of D irectors w ith ou t vote. T hey sh a ll act in  an advisory  
capacity  to  stan d ing  or sp ecia l com m ittees w hen called  upon  
so to serve. The junior past president sh a ll be the chairm an  
of the com m ittee.
A rticle  X I.
A m endm ents to  the C onstitution or the By-Law s of th e  So­
ciety  w h ich  have been recom m ended by a m ajority  of the d i­
rectors or  by not less than  tw enty-five (25) m em bers of the  
Society  sh a ll be subm itted  to the m em bers for a referendum  
vote by m ail. I f such am endm ents are approved by tw o-thirds  
of the m em bers so v o tin g  w ith in  tw o m onths from  the date  
of th e  m a ilin g  to them  of the ballot form s, they sh a ll be de­
clared by the president to be effective.
B Y -L A W S
1. F isca l Year.
The fiscal year o f the Society  sh a ll end w ith  the la st day of 
A ugust in  each calendar year.
2. D u ties of D irectors.
It sh a ll be the duty of the Board o f D irectors to conduct 
the affairs of the Society . It sh a ll be their  duty to pursue
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su ch  m easures and perform  such acts as w ill carry out the  
objects of th e  Society . To th at end, th ey  sh all supervise  the  
publication of a m on th ly  m agazine to  be know n a s T H E  CER­
T IF IE D  PUBLIC ACCOUNTANT; they  sh all take cognizance  
o f  a ll present and proposed leg is la tio n  re la tin g  to  the grant 
of the certificate of Certified P ublic A ccountant and sh all take  
such  action in  respect thereto  a s w ill further the objects of 
the Society; th ey  sh a ll co llect and consider evidence th a t any  
h older of such a certificate granted by a S tate  h a s  com m itted  
any act w h ich  should be cause for th e  revocation  thereof and, 
i f  the ev idence justifies, th ey  sh all a ss is t  th e  State  Board of 
A ccountancy in  securin g  a tr ia l and determ ination  of the case  
and a ss is t  th e  S ta te  in  an y  other prosecution w h ich  m ay be 
deem ed advisable.
3. D u ties o f Officers.
T he officers of th e  Society  sh a ll perform  the d u ties wh ich  
u su a lly  appertain to  th e ir  respective offices and such other  
d u ties  as m ay be assign ed  to  them  by th e  Board of D irectors.
4. M eetings of D irectors.
The retir in g  d irectors sh a ll hold a m eeting  on th e  day pre­
ced in g  th e  annual m eetin g  of m em bers in  each year.
D uring the annual m eetin g  of m em bers in  each year, and  
at the call of th e  retir in g  president, the n ew ly  elected  direc­
tors sh a ll hold a m eetin g  to  e lect the officers, auditor, and 
te lle r s  of th e  Society  for the en su in g  year and to  transact such  
other bu sin ess as m ay be deem ed n ecessary  or desirable.
The president sh a ll ca ll other m eetings of the d irectors  
w hen ever he considers it  advisab le, and th e  secretary  sh a ll 
call such a m eetin g  on the w ritten  request of four (4) d irec­
tors. Seven (7) d irectors sh a ll constitu te  a quorum  of the  
board, excepting  th at w hen  a m eetin g  of th e  board is  called  
and less  than fifteen  (15) days’ notice thereof is  g iven  the  
presence of n in e  (9) d irectors sh a ll be required to constitu te  
a quorum. The call of every specia l m eetin g  of th e  Board  
of D irectors sh a ll recite  the nature of th e  m atters and th in gs  
to be considered and acted  upon.
5. M eetings of M em bers and R epresen tatives.
T he ann ual m eetin g  of m em bers of the Society  sh a ll be held  
in the m onth of Septem ber in  each year. An annual m eetin g  
of S tate  rep resen ta tives sh a ll be held im m ed ia te ly  preceding  
each  annual m eetin g  of m em bers. Other m eetin gs of m em bers 
or rep resentatives sh a ll be held  w hen and w here the Board of 
D irectors m ay determ ine; or, upon the w r itten  request of fif­
teen  (15) rep resenta tives or th e  request of fifty  (50) m em bers 
from  ten  (10) or m ore States, the secretary sh a ll call such  
m eetings.
6. E lection  of R epresentatives.
The m em bers in  each State , du rin g  the first tw en ty  (20) 
days in  th e  m onth of M ay in  each year; sh a ll nom inate  by 
m ail and on ballo ts supplied by the secretary, candidates for  
S ta te  rep resentatives, except as o therw ise provided herein , 
each m em ber being  en titled  to  vo te  for the num ber of repre­
sen ta tiv es  to  w h ich  th e  S tate  is  en titled . T he secretary  sh a ll  
n o tify  such nom inees of th e ir  nom ination  at lea st  ten  (10) 
days prior to  the m a ilin g  to m em bers of ballots for the e lec­
tio n  of rep resentatives.
The m em bers in  each State, in  th e  m onth  of June in  each  
year, sh all e lect from  the nom inees, except as otherw ise  pro­
vided herein , by m ail, and on ballots supplied by the secre­
tary, the num ber o f rep resentatives to w h ich  the S tate  is  
entitled .
In  those S ta tes in  w h ich  affiliation of the State organization  
w ith  th is  Society  h as been estab lished  and is  m aintained , in  
accordance w ith  th e  provisions of A rticle  VII o f th e  C onsti­
tu tio n  of th is  Society , the num ber of rep resentatives to w h ich  
the State  is  en titled  sh a ll be elected  a t a convention  of the  
m em bers of th is  Society  allocated to th e  State  or a fter  the  
m anner se t  forth in  the tw o preceding paragraphs, according
as the S tate  organization  m ay determ ine; and for e ith er  pur­
pose the secretary of th is  Society  sh a ll furn ish  to the secre­
tary  of the State  organization , n o t la ter  than  the th ir tie th  
(30th) day o f A pril in  each year, a certified lis t  of the nam es  
and addresses of th e  m em bers of th is  Society  a llocated  to th e  
State.
I f  the State  organization  determ ines that the e lection  sh a ll 
be m ade a t a  convention  of the m em bers of th is  Society , such  
convention sh a ll be held e ith er  in  the m onth of M ay or the  
m onth o f  June, and th e  call therefor sh a ll be issued  by the  
president of the S ta te  organization , sh a ll se t forth  the place, 
tim e, and purpose, and sh all be m ailed  by th e  secretary  of the  
State  organization to  every  m em ber of th is Society  allocated  to  
the State, according to  the certified lis t , not la ter  than  fifteen  
(15) days prior to th e  date se t  for the convention. The con­
ven tion  so called  and held  sh a ll be presided over by the presi­
dent o f the S ta te  organization  as chairm an and the secretary  
of the S tate  organization  sh a ll a c t as the secretary thereof. 
T he issu e  of the call for th e  convention and the m inutes th ere­
of, w hich la tter  esp ecia lly  sh a ll se t  forth  the nam es of th ose  
persons nom inated for State  rep resentative or rep resentatives  
and th e  num ber o f votes received by each, sh a ll be certified by  
the secretary of the S ta te  organization  to the secretary of th is  
Society, and therefrom  the te ller s  of th is  Society  sh a ll deter­
m ine th e  resu lt of the e lection . The records of th e  convention  
sh a ll rem ain  in  the custody of the S tate  organization .
I f  the State organization  d eterm ines th at the e lection  sh a ll  
be conducted after the m anner se t forth  in  the first and second  
paragraphs of th is  By-Law, the secretary of th e  State  organi­
zation  sh all m ail to every  m em ber of th is  Society  allocated  
to the State, according to  the certified lis t, and not la ter  than  
the fifth  (5th) day of May, a n om in atin g  ballot obtained from  
the secretary o f th is  Society . The v o tin g  on n om ination s  
sh a ll be closed on the tw en tieth  (20th) day of May, and the  
secretary of the S tate  organ ization  sh all n o tify  the nom inees  
of their  nom ination  at lea st ten  (10) days prior to the m ail­
in g  to  m em bers of ba llo ts for the e lection  o f rep resentatives. 
B allo ts for th e  e lection  of a representative  or o f representa­
tives, of a form  specified by the secretary of th is  Society , sh a ll 
be m ailed by the secretary o f  the State  organization  to the  
m em bers of th is  S ociety  allocated to the State, accord ing to  
th e  certified lis t, not la ter  than the ten th  (10th) day of June. 
The v otin g  on the e lection  of rep resen ta tives sh a ll be closed  
on the tw enty-fifth  (25th) day of June, and w ith in  five days 
th ereafter  the nam es of the nom inees and the num ber of 
v otes cast for each sh a ll be certified by the secretary  of the  
State  organization  to  the secretary  of th is  Society, and there­
from  the te llers  of th is  Society  sh all determ ine the resu lt 
of the election .
V acancies in  State  rep resenta tives sh all be filled by the presi­
dent of th is  Society , w ho sh a ll appoint th e  m em ber w ho is  
certified to him  by the secretary to have received in  the la st 
e lection  the num ber of vo tes n ext h ig h est to th e  num ber of 
votes received by the m em ber or m em bers elected , or the presi­
dent m ay call a specia l e lection  to  fill the  vacancy.
7. E lection  o f D irectors.
The secretary sh all m ail to each elected  State  representa­
tive, not la ter  than the ten th  (10th) day o f Ju ly  in  each year, 
the nam es of the rep resenta tives elected  in  h is  d istr ict and th e  
nam es of the two nom inees in  each State  in  th e  d istr ict w ho  
received the num ber of votes n ext h ig h est to  the num ber of 
votes received by th e  rep resentative  or rep resentatives elected . 
The elected  rep resentatives of the S tates in  each d istr ict sh a ll 
e lect from  the lis t  so  furnished , during the m onth o f Ju ly  in  
each year, by m ail and on ballots furnished by the secretary, 
the num ber of d irectors to w h ich  the d istr ict is  en titled  under  
the provisions of A rticle  VI of th e  C onstitution . In v o tin g  for  
directors each rep resentative  sh all ind icate h is first, second, 
and third choices. In  case any person fa ils  to receive a m ajor­
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ity  of th e  first-choice v otes the v o tes of th e  rep resentatives  
sh a ll be recounted w ith  a  value of three p o in ts  g iven  to first 
choice, tw o poin ts g iven  to  second choice, and one poin t g iven  
to  th ird  choice, and the e lection  of the director or d irectors  
sh a ll be determ ined according to  the to ta l num ber of poin ts  
so received by each candidate.
A  vacancy in  the Board o f D irectors sh a ll be filled by the  
president o f th e  Society , who sh a ll appoint the m em ber from  
the d istr ict w ho is  certified to h im  by th e  secretary to have  
received in  the la st e lection  the num ber of vo tes n ext h ighest 
to the num ber of votes received by the director or directors 
elected.
8. S tan d ing  C om m ittees.
S tan d ing  com m ittees sh a ll be appointed by the president and  
their  m eetin gs sh a ll be subject to call by the president or by 
th e ir  respective chairm en. In  the appointm ent of stan d ing  
com m ittees the president sh a ll d esignate  the chairm an of each. 
Such com m ittees and their  fu n ctio n s and d u ties  sh a ll be as  
follow s:
C o m m ittee  on A d m iss io n s .— A  com m ittee, com posed of three  
(3) m em bers, w hose duty it  sh a ll be to  inquire in to  the e lig i­
b ility  o f app licants for m em bersh ip  and to file w ith  the secre­
tary  reports o f acceptance or rejection  signed  by a t lea st tw o  
m em bers o f the com m ittee. A ll adverse reports sh all be re­
ferred by the secretary to  the Board o f  D irectors for final action .
C o m m ittee  on B u d g e t and  F in an ce .— A  com m ittee, com posed  
of three (3) m em bers, th e  chairm an of w h ich  sh a ll be a m em ­
ber of th e  Board o f D irectors and none of w hom  sh a ll be offi­
cers o f th e  Society , w hose duty  it  sh a ll be to  recom m end to 
th e  Board of D irectors an  annual budget and to m ake recom ­
m endations for ra is in g  and d isb ursing  the funds of the Society.
C o m m ittee  on R e v is io n  of C o n s titu tio n  and B y -L a w s .— A  com ­
m ittee , com posed of three (3) m em bers, w h ose duty  it  sh a ll be 
to receive and consider a ll proposed am endm ents to the Con­
stitu tio n  and to  the By-Law s of th e  Society  and to report to 
th e  Board o f  D irectors th e ir  recom m endations w ith  respect 
thereto.
C o m m ittee  on S ta te  L eg is la tio n .— A com m ittee, com posed of 
five (5) m em bers, w h ose duty it  sh a ll be to keep inform ed of 
a ll proposed or pending leg isla tio n  in  any of the States w hich  
m ay affect th e  in terests  of public accountants and to  advise, 
counsel, and on request g ive  a ssistan ce  to S tate  organizations  
a n d /o r  State  boards.
C o m m ittee  on F edera l L eg is la tio n .— A  com m ittee, com posed  
of five (5) m em bers, w hose duty it  sh a ll be to keep inform ed  
o f a ll proposed or pend ing  leg is la tio n  in  th e  Congress w hich  
m ay d irectly  or ind irectly  affect the in terests o f  certified public  
accountants or the in terests of the people in  the taxation  of 
th e ir  incom es, and to  recom m end to  the Board of D irectors  
the action  w hich, in  th e ir  judgm ent, should be taken  by the  
Society .
C o m m ittee  on C om pla in ts.— A  com m ittee, com posed of five 
(5) m em bers, w hose duty it  sh a ll be to  rev iew  the evidence  
subm itted  w ith  each com plaint a g a in st a  m em ber of th is  So­
c ie ty  a lleg in g  conduct contrary to th e  precepts set forth  in  
By-L aw  12 and to subm it to the Board of D irectors o f th is  
Society , to the govern ing agency by w h ich  the m em ber’s cer­
tificate  w as issued , to  th e  State  organ ization  in the State  of 
such  govern in g  agency, and to the State  organization  in  any  
other State  in  w h ich  the m em ber m ay reside or practice, its  
findings and its  opinion on the action  w h ich  should be taken.
C o m m ittee  on E d u ca tio n .— A com m ittee, com posed of five
(5 ) m em bers, w hose duty it  sh a ll be to  estab lish  and m ain ta in  
contact w ith  in stitu tio n s w h ich  provide courses o f  in struction  
in  accounting, com m erce, finance, econom ics, a n d /o r  b u siness  
adm in istration , and to  advise  and counsel w ith  such in stitu ­
tio n s regarding the needs and d esires o f  th e  accountancy pro­
fessio n  in respect of such  education .
C o m m ittee  on P u b lica tio n .— A com m ittee, com posed of th ree
(3) m em bers, w hose duty it  sh a ll be to cooperate w ith  and  
a ss is t  the editor of the official organ of the Society.
C o m m ittee  on R e la tio n s w ith  S ta te  O rga n iza tio n s .— A com ­
m ittee , com posed of ten  (10) m em bers, one from  each d istr ic t, 
w hose duty  it  sh a ll be to  encourage and prom ote the form a­
tion  o f so c ie tie s  of certified public accountants in S ta tes  w herein  
such organizations have not been form ed, and to advise and  
counsel w ith  the officers and directors o f S tate  organ izations  
respecting  the w ays and m eans by w h ich  in terest in  their  
affairs and m eetin gs m ay be stim ulated  and the m ethods by 
w h ich  affiliation w ith  th is  Society  m ay be estab lished  and 
m aintained .
9. Offices.
T h is Society  sh a ll m ain ta in  an office in  th e  C ity of W ash­
ington , D. C., and m ay m ain ta in  offices in  such other c it ie s  a s  
th e  Board of D irectors sh a ll determ ine.
10. F ees.
T he fee for adm ission  to  m em bership in  th is  Society  sh a ll be 
ten  dollars ($10) and it  sh a ll be rem itted  w ith  the application  
for m em bership, excepting  th a t it  sh a ll not be required from  
an app licant who subm its sa tisfa c to ry  evidence that he is  a 
m em ber in  good stan d in g  of a  S tate  organization .
11. Dues.
The ann ual dues o f m em bers sh a ll be fifteen  dollars ($15) 
and sh a ll be payable in  th e  m onth o f Septem ber, excepting  that 
the am oun t of dues to be paid by a m em ber for the first fiscal 
year o f h is  m em bership sh a ll be th at part o f fifteen  dollars 
w hich  represents the unexpired portion thereof, inclu d ing  the  
m onth in  w h ich  the applicant is  adm itted  to m em bership. T hese  
dues include an  am ount at the rate o f tw o dollars ($2) per 
annum  to cover a subscrip tion  to the official organ o f the  
Society— T H E C E R T IFIE D  PUBLIC ACCOUNTANT.
I f  a  m em ber so desires he sh all have th e  pr iv ilege  o f paying  
h is  annual dues in  sem i-annual in sta llm en ts; one-half in  the  
m onth of Septem ber and one-half in  the m o n th  of March next 
follow ing. I f  a  new  m em ber so desires he sh a ll have th e  pr iv i­
lege of lik e  sem i-annual in sta llm en ts and of payin g  for th e  first 
h a lf o f the fiscal year th a t part of seven  dollars and fifty  cents 
($7.50) w h ich  represents th e  unexpired portion thereof, includ­
in g  th e  m onth in  w h ich  the applicant is  adm itted  to m em ber­
ship.
T he secretary sh a ll m ail to every m em ber, in the m onth of 
A ugust, a  notice  of the am ount of dues w h ich  should  be paid  
in  th e  n ext succeed ing m onth. I f a m em ber rem its only one- 
h a lf of the annual dues a notice  of the second h a lf of sa id  dues 
sh a ll be m ailed  to  h im  by th e  secretary  in  th e  m onth of F eb­
ruary n ext fo llow in g . I f  the secretary does not receive the  
dues of a  m em ber in  the m onth in  w h ich  they  are payable he  
sh all m ail to the m em ber a notice  of delinquency w ith in  ten
(10) days a fter  the end o f such m onth. I f a m em ber’s dues 
rem ain unpaid a t the end of tw o m onths succeed in g  the m onth  
in  w h ich  they  w ere payable th e  secretary sh a ll m ake a report 
of such delinquency to the Board o f D irectors.
12. Precepts of P rofession a l Conduct.
A  certified public accountant should exem p lify  the sp ir it o f 
the Golden R ule in  a ll h is  rela tion s and observe these precepts 
of conduct in h is  professional practice, viz:
1. Should exercise  and d isp lay  fa irn ess and ju stice  to the  
public as w ell as to c lien ts.
2. Should not prepare, sign , or cer tify  a n y  report or sta te ­
m ent w h ich  conta ins an essen tia l m issta tem en t o f fact or con­
ceals such a fact as w ould resu lt in  a m isrep resentation  of the  
a sse ts  or lia b ilitie s , the solvency, the revenue, the expenses, the  
incom e or profits, o f any bu sin ess or in stitu tio n , or the rela­
tion  thereto  o f any ind ividual, firm, or corporation. R eserva-
(C ontinued on page 184)
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SOLUTION TO PRACTICAL ACCOUNTING PROBLEM OF THE THIRD SES­
SION OF THE DISTRICT OF COLUMBIA EXAMINATION QUESTIONS
(P rin ted  in  th is  is su e )
B y  JO H N  B. T A N N E R , C P . A . (O hio  and W isco n sin ), P resident, In tern ation a l A ccou ntan ts Society .
P R O C E D U R E  O F SO L U T IO N
U pon read in g  th is  problem  i t  is  ev id en t th a t w h a t is  re ­
quired is  a  ser ies  o f  ad ju stm en ts. T hese a d ju stm en ts m ig h t  
be applied  to th e  tr ia l balance figures b y  m eans o f  a  w ork in g  
sh ee t or jou rn a l en tr ies , bu t since th e y  involve th e  se tt in g  up  
o f  qu ite a  num ber o f accounts th a t do n o t app ear in  th e  tr ia l  
balance, th e  w ork in g  sh ee t w ould be so g r ea tly  len gth en ed  
th a t it  w ould becom e som ew h at unw ieldy. P referen ce  has  
th erefore been g iv en  to  th e  journal en try  m ethod o f solution .
To fa c ilita te  th e  m a k in g  o f th ese  journal en tr ies and in su r­
in g  th e ir  com p leten ess, num bers corresponding to th e  severa l 
a d ju stin g  en tr ies w ere  p laced  a t  th e  m a rg in s o f  th e  para­
gra p h s concerned.
A s  one continues th e  read in g  o f  th e  problem  a  consp icuous  
fea tu re  th a t p resen ts it s e lf  is  the fa c t  th a t th e  accounts have  
been  se t  up on an estim a ted  co st b a sis  o f  $1 per u n it o f  
fin ished product, w h ile  th e  u n its  s t ill  in  p rocess and on ly  h a lf  
com pleted  are va lued  a t  a  lit t le  over $4.50 each. T his, o f  
course, could be accounted fo r  on th e  theory  th a t th e  unfin ished  
product is  o f  a  h ig h er  grad e  than  th a t a lread y  finished. A  
com parison o f  to ta l sa les  w ith  u n its sold  in d ica tes th a t th e  
se llin g  price h a s been  about $1.50 per un it, but i t  m a y  be  
planned to  se ll th e  product n ow  in  p rocess a t a  m uch h ig h er  
price per un it. Such a  p lan  w ould obviously  call fo r  add itional 
expend iture in  th e  co st o f  m anu factu re  and a r esu ltin g  h ig h er  
va lue  o f u n its h a lf  com pleted. T he problem , h ow ever, does  
not g iv e  a n y  d irect in form ation  b y  w hich such a theory  could  
be applied  in  w ork in g  out a  so lution , and th e  fa c t  th a t  th e  com ­
p leted  u n its  w ere  tra n sferred  to  F in ish ed  Goods A ccount a t an  
“estim a ted  co st” o f  $1 per u n it m ak es i t  app ear u n n ecessary  
t o do m ore than  reesta b lish  th e  w ork in  p rocess accou nts, and  
fro m  th ese  ca lcu la te  th e  tru e  un it co st o f  both finished and  
h alf-com pleted  u n its . In  doing th is  i t  h a s  been assum ed  th a t  
th e  “h a lf-s ta g e  com pletion” m ean s h a lf  o f  com plete  cost has  
been incurred.
T he W ash in gton  M anufacturing  Com pany  
JO U R N A L  E N T R IE S  
D ecem ber 31, 1925
In terest E xp en se  ...................................................... $450
A ccrued In terest P a y a b le ............................  $450
S e ttin g  up 9 m onth s accrued in te re st  on  
m o rtg a g e .
T reasu ry  Stock (C om m on) .............. ..................  100,000
D onated Surplus .............................................  100,000
S e ttin g  up donation o f  treasu ry  stock  
(com m on) b y  Sm ith  and Jones.
Stock B onus ................................................................  50,000
T reasury  Stock (C om m on) .......................  50,000
R ecording trea su ry  stock  (com m on) g iv en  
a s a bonus.
D iscoun t on Bonds ........................ .... ..... ................. 7,500
Bonded D ebt ....................................................... 7,500
C orrecting Bonded D ebt to  par and se t­
t in g  up the d iscount on th e  bonds.
D iscoun t on P referred  S t o c k ..............................  30,000
C apital S tock  (P referred ) .......................... 30,000
C orrecting P referred  S tock  o u tstan d in g  
to  p ar and se t t in g  up discount.
In terest E xp en se  ........ .........................................  750
D iscoun t on B o n d s ..........................................  750
A m o rtiz in g  1925 d iscoun t on Bonds.
P rofit and L o s s ........ ......................... .........................  3,000
C ash ...................................... .................................  3,000
C h arging  sh o rta g e  in  cash  to  P rofit and  
L oss.
B ad D ebts ............................................................ ........  6,900
R eserve fo r  D ou btfu l A ccou n ts................  6,900
S ettin g  up th e  reserv e  fo r  doubtfu l ac­
counts.
A d vances to  ( ? )  C om pany ........................... .....  32,000
A d vances to  Officers ........ .................. ....................  15,500
A ccou n ts R eceivable  ...................................... 47,500
T ak in g  th e  advances ou t o f accounts re­
ceivable.
D epreciation— B uild in gs ......................................  3,000
D epreciation— M achinery .................... ................. 5,500
D epreciation— F urn iture and F ix tu re s .........  750
D epreciation— C om m ercial P rop erty  .............. 600
R eserve fo r  D epreciation— B u ild in gs....  3,000
R eserve  fo r  D epreciation— M achinery... 5,500
R eserv e  fo r  D epreciation— F urniture
and F ix tu res  ......................... ..................  750
R eserve  fo r  D epreciation— C om m ercial
P ro p erty  ............... ....................................  600
S ettin g  up the r eser v es  fo r  depreciation .
A m ortization  o f P a t e n t s ........ ..............................  3,125
R eserve fo r  A m ortiza tion  o f  P a ten ts ....  3,125
A m o rtiz in g  th e  P a ten t R igh ts.
P roductive Labor ....................................................... 10,300
N on -P rodu ctive  Labor ..................................................  600
A ccrued W a g es P a y a b le  ..............................  10,900
S e ttin g  up A ccrued W ages.
S a lesm en ’s C om m issions ........ .............................  13,800
A ccrued S a lesm en ’s C om m issions ......... 13,800
S ettin g  up A ccrued C om m issions.
T a x es  ........ ....................................................... ........... 2,650
A ccrued T a x es .................................................  2 ,650
S e ttin g  up accrued ta x es .
In terest E xp en se  .............................. ........................ 3,450
A ccrued In terest P a yab le  .......................... 3,450
S e ttin g  up accrued in te re st  payab le.
A ccrued In terest R eceivable  .......................... .... 1,350
In terest E arned ............................................... 1,350
S e ttin g  up accrued in te re st receivable.
P repaid  Insurance ............... ......... ........................... 2,250
Insurance, B u ild in gs and M achinery....  1,200
Insurance ..............................................................  1,050
S e ttin g  up prepaid Insurance.
Prepaid  T a x es .................... -.....................................  400
T a x es ........................................................... .........  400
S e ttin g  up P repaid  T a xes.
P repaid  In terest .........................................................  1,450
In terest E xpen se  ............................................. 1,450
S e ttin g  up P repaid  In terest.
S u pp lies In ven tory  ............... ...................................  4,250
Supplies ................................................................  4 ,250
S e ttin g  up In ven tory  Supp lies.
F in ished  Goods— O perating  A ccount ...........  996,000
In ven tory— F in ish ed  Goods .......................  76,000
Cost o f  Goods Sold ....................... .................  920,000
C losin g  In ven tory  o f  F in ish ed  Goods and  
th e  C ost o f Goods Sold in to  th e  O per­
a tin g  A ccount fo r  correction.
R eserve fo r  O verhead .............................................  119,860
W ork in  P rocess— O perating  A c c o u n t ...........  1,222,325
P roductive Labor ........ ..................................  10,300
N on -P rodu ctive  L a b o r ...................................  58,200
Superintendence ......................... -................  12,000
H ea t, L ig h t and P ow er ............................... 24,800
R epairs, B u ild in gs and M achinery ......  19,900
Insurance, B u ild ing  and M a c h in e r y ......  2,400
G eneral F a cto ry  E x p en se  ... -....................  8.700
Su pp lies ................ ..... ..........................................  17,900
D epreciation— B u ild in gs ............................  3,000
D epreciation— M achinery ..........................  5,500
A m ortization  o f P a ten ts  ............................  3,125
F in ished  Goods— O perating A c c o u n t ....  996,000
In ven tory— W ork in  P ro cess ..................... 180,360
Sh ow ing  correct co st o f  M anufacturing  
in  in terim  account “W ork in  P ro­
c ess”— 996,000 u n its  com pleted , and
40,000 u n its  h a lf  com pleted .
In ven tory— W ork in  P ro cess ........ ...................... 24,062
F in ished  Goods— O perating A c c o u n t .............. 1,198,263
W ork in  P rocess— O perating  Account... 1,222,325
C losing  “W ork in  P rocess— O perating  
A ccou nt.” In ven tory  and C ost o f  
M anufacturing th e  fin ished  product are  
ca lcu lated  a s fo l lo w s :
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Units.
996,000 complete units ..............  996,000
40,000 units, half completed 
(equivalent to 20,000 com­
pleted units) .............................  20,000
1,016,000
$1,222,325
1,016,000
$1.203076
2
=  $1.203076 per un it (completed).
=  $0.601538 per unit (half completed).
996,000 units (completed) X
$1.203076 =  $1,198,263
40,000 units (half completed)
X  $0.601538= 24,062
Total ................ ................  1,222,325
Inventory—Finished Goods ........... ............... $91,434
C ost of Goods Sold ...........................................  1,106,829
Finished Goods—O perating A ccoun t.... $1,198,263
Setting up corrected Finished Goods In­
ventory and Cost of Goods Sold as 
follows:
(See above journal en try  for calculation 
of unit prices.)
920,000 units sold X
$1.203076 =  $1,106,829
76,000 units in stock X 
$1.203076 =  91,434
Total .................................  1,198,263
The W ashington M anufacturing Company 
BALANCE SHEET 
December 31, 1925
A ssets
C urren t Assets:
Cash ................................................
Notes Receivable .........................
Accounts Receivable ......... ......... $205,750
Less — Reserve fo r Doubtful
Accounts ...................................  6,900
$96,150
13,550
Accrued In terest Receivable 
Inven to ries:
Raw M aterials ....................
W ork in P ro c e ss ..................
Finished Goods ....................
Supplies ................................
90,000
24,062
91,434
4,250
Total Current Assets ........
F ixed A ssets:
P lan t Site ........................................
Buildings ........................................ 140,000
Machinery and T o o ls ..................  120,000
Office Furn itu re and F ix tures.... 7,500
Real E sta te—Commercial Block 30,000
198,850
1,350
209,746
80,000
$519,646
Less—Reserves for Deprecia­
tion ..............................................
297,500
9,850 287,650
Deferred Charges:
Discount on Bonds ........ ........... .
P repaid Insurance ........... ......... .
P repaid  Taxes ....... .....................
Prepaid In terest ...........................
Total Deferred Charges ....
Investm ents:
Government Bonds (p a r as­
sumed) .........................................
Stock of (? )  Company (par 
$50,000) ..................... .................
Total Investm ents ..............
O ther A ssets:
Goodwill .... .....................................
P aten ts ............................................
Less—Reserve fo r Am ortization
Advances to ( ?) C om pany ........
Advances to Officers ..................
Total O ther Assets ............
Total A ssets .........................
Liabilities
Total Current L iabilities....
Fixed Liabilities:
Bonded Debt .................................
Total Liabilities ...................
N et W orth
Capital Stock:
Common (authorized $750,000) 400,000 
Less—Treasury  Stock ................  50,000
P referred  (au thor’d $750,000)...
Deficit: (See Analysis of Surplus 
Account) ........................................
Total N et W orth ................
Total Liabilities and N et 
W orth ........ ........................
Contingent L iabilities:
Notes Rec’able Discounted....
Contracts fo r Machinery O ut­
standing ......................... .......
350,000
500,000
6,750
2,250
400
1,450
25,000
30,650
50,000
3,125
150,000
46,875
32,000
15,500
10,850
55,650
Total Fixed Assets 367,650
The W ashington M anufacturing Company
INCOME AND EX PEN SE STATEMENT 
For the Year Ended December 31, 1925
244,375
1,198,171
C urrent L iabilities:
Notes P a y a b le ............................... 123,000
Accounts Payable ....................... 41,350
Accrued In terest Payable ........ 3,900
Accrued W ages ........................... 10,900
Accrued Salesm an’s Commis­
sions ............................................ 13,800
Accrued Taxes ............................. 2,650
M ortgage Payable (Due Apr. 
1, 1926) ..................................... 10,000
205,600 
150,000
355,600
850,000
7,429
842,571
1,198,171
20,600
7.5,000
95,600
Sales .......................... .................................................. ............................................................. ............. $1,380,000
C ost of Goods Sold:
Raw M ateria ls:
Purchases .................................................................................. ...........................................  $547,200
Less — Inventory — December 31 ...................................................................... ......  90,000 $457,200
Productive Labor ................................................................................................ ............... ................... 609,600
Overhead Applied:
Non-productive Labor ............................................................................................  58,200
Superintendence ................................................................................. :........ .............. 12,000
Heat, L ight and Power .......................... ........................................... ............ ......  24,800
Repairs, Building and Machinery .............................................. ..........................  19,900
Insurance, Building and M achinery ............................ .................... ...................  2,400
Supplies ........................................................................................................................ 17,900
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D epreciation :
B u ild in g s .......................... ................
M ach inery ........................................
A m o rtiza tio n  o f  P a ten ts ..........
G eneral F actory  E xpense ..........
L ess— In P rocess In ventory, D ecem ber 31 .
C ost o f  Goods M anufactured ....................
L ess— F in ished  Goods Inventory, D ecem ber 31
Cost o f  Goods S o ld .....................................................
G ross P rofit on S a l e s ..........................................................
Selling  E xp en ses:
S a lesm en’s S a laries ............. .......... ..........................
Sa lesm en ’s C om m issions .........................................
A d v ertis in g  ............... ....................................................
P r in tin g  and S ta tion ery  and P o sta g e  .............
A d m in istra tiv e  E xp en ses:
S a la r ies o f  Officers ..................................... ..............
Office S a la r ies ............................. ..............................
P r in tin g  and S ta tio n ery  ..........................................
Insurance .................................................... ............. .......
T a x es ................................................................................
B ad D ebts ................................ ..................................
D epreciation  o f  F urn iture and F ix tu res ........
G eneral Office E x p en ses ..........................................
N e t L oss on S a l e s .......................................... ..............
O ther Incom e:
D iscoun t on P u rch ases ................................... ...........
In terest  E arned ...........................................................
R en ta ls R e c e iv e d ... .......................................................
D eductions fro m  Incom e:
D iscoun t on S a les ................................
In terest E xp en se  ...............................
Cash S h ortage  ................................ .......
E x p en ses— C om m ercial B lock .....
D epreciation— C om m ercial B lock
3,000
5,500
3,125
8,700
N e t L o ss f o r  Y ear  
*L oss.
T he W ash in gton  M anufacturing  Com pany  
A N A L Y S IS  O F  S U R P L U S  A C C O U N T  
D ecem ber 31, 1925
S u rp lu s:
C apital Surplus:
D on ation s o f Com m on Stock ..........................................................
L e s s :
B onus o f Common Stock to  P referred  Stockholders.. 
D iscoun t on P referred  Stock ...............................................
L oss from  O perations fo r  y ear  ending Dec. 31, 1925 
*Deficit.
155,525
1,222,325
24,062
39,000
12,900
7,800
1,050
5,950
6,900
750
4,300
$50,000
30,000
$1,198,263
91,434
57,600
69 ,000
76,000 
3,400 206,000
$100,000
80,000
20,000
27,429
1,106,829  
273,171
 78,650 284,650
*11,479
13,400
2,500
2,500 18,400
6,921
17,600
11,950
3,000
1,200
600 34,350
*27,429
*$7,429
SOLUTION TO PROBLEM NO. 1 OF OHIO EXAM INATION QUESTIONS
(P rin ted  in  M ay issu e)
B y JO H N  B. T A N N E R , C. P . A . (O hio and W iscon sin ), P resident, In ternational A ccou ntan ts Society .
P R O C E D U R E  O F SO LU T IO N
T his is  a typ e  o f  problem  th a t p ractica lly  requires the use  
of a w orking sh eet, and even  i f  th is  w ere n ot sp ecifically  called  
for  by the exam in ers, a s in  th is  case, it  would be v ery  desirable  
to use one.
The n ex t question  th at a r ises  is , w h a t ty p e  o f  w ork ing  sh eet  
shall be u sed ?  T here are ad van tages and d isad van tages in  
a lm ost any  form , but in th is instan ce one o f  the principal re ­
quirem ents is  th a t it  should not have too m any colum ns, and  
another is  th a t it  should show  the profit and lo ss  o f each o f  
the three affiliated com panies separately . In order to  reduce  
the num ber o f colum ns a s  m uch as possib le  the debits as taken  
from  the tria l balances have been placed in th e  upper h a lf  o f  
the w orking  sh eet and the credits in  the low er h a lf, and th is  
debit and credit arran gem ent ap p lies to  a ll o f  the w orking
sh eet excep t the ad ju stm ents, w hich are placed in  debit and  
credit colum ns.
I t  is  recognized  th a t th e  handling o f  in tercom pany accou nts  
g iv es  r ise  to  som e questions on w hich there is  not entire a g ree ­
m ent am ong accountants, e sp ec ia lly  in  the m a tter  o f appor­
tion in g  surplus to the m ajority  and m inority  in tere sts . T his 
solution  is  based on the th eory  th a t in  determ ining th e  n e t  
profit fo r  the affiliated group, the  profit resu ltin g  from  sa les  
by the parent corporation to  a  subsid iary  should be elim inated.
In m aking the en tr ies fo r  the sink ing  fund reserve, a debit 
to  Surplus and credit to  S in k ing  Fund R eserve m ig h t be con­
sidered sufficient. T his, how ever, w ould fa il  to  take account  
of a definite lia b ility  o f the corporation to the sin k in g  fund  
tru stees . T his is  in  th e  nature o f  a current lia b ility  w h ich  
should appear on th e  corporation’s balance.
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Com pany A  and Su bsid iaries, Com pany B  and Com pany C 
E x p la n a tio n s o f  A d ju stm en ts on W orking Sheet
1. E lim in a tin g  In v estm en t in  Stock o f C om pany B.
2. E lim in a tin g  In v estm en t in  Stock o f C om pany C.
3 . S e ttin g  up accrued in terest on F ir s t  M ortgage  B onds.
4. A m o rtiz in g  d iscount on F ir s t  M ortgage  Bonds.
5. S e ttin g  up appropriation  to  S in king  F und R eserve .
6. S e ttin g  up lia b ility  to  S in k ing  F und T ru stees.
7. C losing  old inven tories.
8. S e tt in g  up n ew  in ven tor ies.
9. E lim in a tin g  in tercom pan y profits on in ventories.
10. S e ttin g  up dividends declared.
11. T ak in g  up dividends receivable  b y  C om pany A :
From  C om pany B ...................................... $32,000
From  C om pany C .....................................  75,000
F ix ed  A sse ts :
P la n t and E qu ipm ent ................
L ess— R eserve  fo r  D epreciation  
D eferred  C harges:
D iscount on B o n d s ..........................
O ther A sse ts:
S in k ing  Fund:
A m ount in  hands o f  T rustees  
A m ount due from  Co. A .........
2,117,090
668,185 1,448,905
21,250
3 0 ,000
15 ,000
G oodwill .................
T ota l A sse ts
45,000
237,000 282,000
2,912,625
107,000
12. C an celling  in tercom pan y dividends.
13. E lim in a tin g  in tercom pan y notes.
C om pany A  and Su bsid iaries, Com pany B  and Com pany C 
C O N SO L ID A T E D  B A L A N C E  S H E E T  
D ecem ber 31, 1923 
A sse ts
C urrent A sse ts :
Cash .............. .........................................  $339,490
A ccounts R eceivable  ... ................. 370,248
In v en to r ie s:
R aw  M ateria l ............................... $138,560
W ork in  P r o c e s s ........................  181,565
F in ish ed  Goods ............................  141,607
L iab ilities
C urrent L ia b ilit ie s :
N o tes  P ayab le  .................................
A ccounts P ayab le  ... .....................
A ccrued In terest P ayab le  .........
D ividends P ayab le  .......................
A m ou nt due S in k in g  Fund  
T ru stees from  Co. A  ................
T otal Current L ia b ilities  
F ix ed  L iab ilities:
F ir s t  M ortgage  B onds .............
60,000
159,210
15,000  
158,000
15,000
T otal L ia b ilities  ....... .............
N e t  W orth
M ajority  In terest:
C apital Stock ...................................  1,500,000
*Surplus ..................................................  332,315
S in king  Fund R eserve  ................  45,000 1,877,315
M inority  In terest: ----------------
C apital Stock ............... .................... 80,000
† Surplus ..................................................  48,100 128,100
407 ,210  
500,000
907.210
461,732
L ess— R eserve  fo r  In tercom ­
p an y  P rofits ............................  11,000 450,732
T otal C urrent A sse ts $1,160,470
T otal N e t  W orth.....................
T otal L iab’es & N e t  W orth
*See S ta tem en t o f  A d justed  Surplus. 
†Subject to  F ed eral Incom e T ax.
2,005,415
2,912,625
Com pany A  and S u bsid iaries , Com pany B  and Com pany C 
ST A T E M E N T  O F A D J U S T E D  S U R P L U S  
D ecem ber 31, 1923
C om pany C om pany C om pany  
A B C
Surplus Ja n u a ry  1, 1923 ...................................................................................................................................  $157,615 $200,000 $175,000
N e t  Profit fo r  Y ea r  ........................................................................................................... .................................  102,850 80,500 90,450
D ividends D eclared ... ........................................................
A ppropriation  fo r  S in k in g  F und R eserve  .............
D ividends R eceivable  from  C om panies B and C
260,465 280,500 265,450
150,000 40,000 75,000
110,465 240,500 190,450
15,000
95,465 240,500 190,450
107,000
202,465 240,500 190,450
D iv ision  o f Surplus B etw een  M ajority  and M inority In terests
M ajority  In terest:
Com pany A :
Surplus ............................................................................................................................................................................
C om pany B:
Surplus ........................................... ............................ ................ ........... .......................................................................  $240,500
80 p er cen t th ereo f ........ ....................................................
Surplus purchased upon acquisition  o f  in terest
Com pany C :
Surplus ............. ...................................................................... .
Surp lus purchased  upon acqu isition  o f in te re st  ..
$192,400
120,000
190,450
133,000
T ota l M ajority  I n t e r e s t .............................................................................. ..................................................
M inority  In terest:
C om pany B :
Surp lus .................................................................................................................... .......................................................  240,500
20 per cen t th ereo f ........................................... ................
T ota l M in ority  In terest  ..............................................
T otal Surp lus fo r  C onsolidated B alance  Sheet..
48,100
$202,465
72,400
57,450
332,315
48,100
380,415
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Company A and Subsidiaries, Company B and Company C 
STATEM ENT OF CONSOLIDATED OPERATIONS 
For the Year Ending December 31, 1923
S a les (N e t)  ...................... ............................ .......................................................................................................... $2,620,062
C ost o f  Goods Sold:
F in ish ed  Goods In ven tory , Ja n u a ry  1, 1923 ............................................................................... $121,949
M anufacturing  C osts:
W ork in  P rocess In ven tory , Jan u ary  1, 1923 .....................................................................  $163,694
M aterial:
R aw  M ateria l In ven tory , Jan u ary  1, 1923 .................. .............................................  $119,547
P u rch ases R aw  M aterial ..................................... ................ ..............................................  779,920
899,467
R aw  M aterial In ventory, D ecem ber 31, 1923...................................  $138,560
L ess— In tercom pany P rofits ........ ..............................................................  11,000 127,560 771,907
Labor ..................................... ....................... ...... ............................... ..................................................  597,142
M anufacturing B urden ..................................... ............................................................................  551,262
2,084,005
L ess— W ork in  P rocess In ven tory  D ecem ber 31, 1923........................... ...................... 181,565
Cost o f  Goods M anufactured ........................................................................................... 1,902,440
2,024,389
L ess— F in ished  Goods Inventory, D ecem ber 31, 1923 ...........................................................  141,607
C ost o f  Goods Sold ........ .......................................................................................................  1,882,782
G ross Profit on Sa les ................................................... .................................................................................... 737,280
S e llin g  E x p en ses ........ ........................................................................................................................................ 265,904
G eneral E x p en ses ....................................................... ................................................................... ............ .......  166,326 432,230
N e t  P rofit on S a les ... ...... ..................................................................................................................... ............ 305,050
D eductions from  Incom e:
In terest paid and accrued on Bonded D e b t .................................................................................  30,000
A m ortiza tion  o f  D iscoun t on B onds ............................................................................................  1,250 31,250
* N et P rofit fo r  Y ear .......................................................................................................................  273,800
*Subject to  F ed eral Incom e T ax.
REVISED CONSTITUTION AND BY-LAWS
(C ontinued from  page 178) 
tio n s or qualifications, i f  not se t forth  in  th e  affected item s of 
any statem en t, should be se t forth  in  referenced footnotes  
thereon  or in  an  appended and signed  rec ita l or certificate.
3. Should not approve, sign , or certify  accounts or sta te ­
m en ts w h ich  have not been verified under the su pervision  of 
h im se lf or a person rep resen tin g  h im  in  conform ity  w ith  the  
n ext fo llow in g  precept.
4. Should not a llow  or perm it any  person to practice as h is  
rep resentative  w ho is  not a  partner or a regular em ployee, or 
w ho is  not a certied  public accou ntant in  good stan d in g  and  
regu larly  engaged in  the public practice o f accounting.
5. Should not accept a reta in er  or perform  a n y  service or act 
w h ich  possib ly  m igh t conflict w ith  th e  in terests  of any client, 
w ith o u t the kn ow ledge and consent o f such client.
6. Should hold inv io la te , as confidential, a ll in form ation  ob­
ta in ed  from  an y  c lien t or from  th e  records o f an y  clien t, except 
as p erm ission  to  d isclose  in form ation  is  obtained from  the  
c lien t or a s  d isclosure m ay be required by leg a l process in  
proceedings under a crim in al law  or the bankruptcy law .
7. Should conduct h im se lf so as not to  com e under suspension  
or disbarm ent by the U nited  S ta tes Board of Tax Appeals, the  
C om m ittee on E nrollm ent and D isbarm ent in  th e  T reasury  
D epartm ent of the U n ited  S tates, by any supersed ing boards, 
com m ittees, d iv isions, or tribunals, or by an y  departm ent of a 
State  governm ent.
8. Should not agree to allow , or a llow  or pay d irectly  or in d i­
rectly, to  the la ity  any com m ission  or brokerage on, or other  
participation  in , the fees, proceeds, or profits of h is  professional 
work.
9. Should not agree to accept, or receive d irectly  or in d i­
rectly , from  the la ity  any  com m ission , brokerage, or other  
participation  for professional or com m ercial bu sin ess turned
over to  o thers as an incid en t to serv ice  for a c lien t, except w ith  
th e  consent o f and for th e  benefit o f th e  c lien t.
10. Should not engage in  any  other occupation or b u sin ess  
conjo in tly  w ith  h is  professional practice in  such a  m anner as 
w ould not be com patible or con sisten t therew ith .
11. Should not so lic it  the c lien t o f another certified public  
accountant. T h is precept m ay not be construed to  deny  to  
any m em ber th e  r igh t to render serv ice  to  any person, firm, 
or corporation specifically  req uesting  it.
12. Should not offer em ploym ent to  an  em ployee of another  
certified public accountant w ith o u t first in form in g  the la tter  
of such in ten tion . T h is precept m ay not be construed as in ­
h ib itin g  negotiation  w ith  an y  person  w ho seeks em ploym ent 
on h is  ow n in itia tiv e  or in  response to a public advertisem ent.
13. Should confine th e  hold in g  out of h im se lf as a  certified  
public accountant to  h is  r igh t and priv ilege  so to do under  
the la w s o f th e  State  in  w h ich  he is  engaged in  the public prac­
tice  of accounting.
14. Should not advertise  in  a  m anner detrim ental to  th e  
d ig n ity  or other in terests  o f the profession  o f public account­
ing.
13. Suspension or E xpu lsion .
A ny m em ber m ay be suspended or expelled  by th e  Board of 
D irectors, i f  and w hen found g u ilty  o f  a v io la tio n  of any  precept 
of professional conduct se t forth  in  By-Law  12.
A ny m em ber w ho is  reported by the secretary to the Board  
of D irectors a s delinquent in  the paym ent of dues, a s provided  
by By-L aw  11, m ay be dropped from  the m em bership ro lls by  
order of the Board of D irectors. A fter a m em ber has been  
dropped from  m em bership, h is  m em bersh ip sta tu s m ay be re­
stored by a tw o-th irds vo te  of the fu ll Board o f D irectors.
A ny m em ber w hose certificate as a certified public accountant 
sh a ll have been revoked by an y  State  m ay be expelled  by the  
Board of D irectors.
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ANNOUNCEMENTS
F rank  S. Chappell, C. P. A., re ­
signed as business m anager of 
TH E CERTIFIED PUBLIC AC­
COUNTANT on April 3 0 ,  1926, and 
opened an office fo r th e  practice of 
public accounting and Federal in­
come tax  a t  419 W oodward Build­
ing, W ashington, D. C.
Ostrow and Goldberg, C. P. A’s, 
announce the  removal of th e ir  of­
fices to  1560 Broadway, Suite 814, 
New York City.
Announcem ent is made of the  
dissolution, as of April 30, 1926, 
of th e  firm of Scott-Charnley and 
Company, Charlotte, N. C., which 
has conducted a general account­
ing practice fo r the  past ten  years.
George G. Scott, C. P. A., an­
nounces the  continuation of his 
public accounting practice under 
the  firm name of George G. Scott 
& Company, Certified Public Ac­
countants, a t 126-128-130 Brevard 
Court, Charlotte, N. C.
W alter Charn ley, C. P. A., an­
nounces the  organization of the 
firm of W alter Charnley & Com­
pany, Certified Public Accountants, 
w ith  offices a t 110 L a tta  Arcade, 
Charlotte, N. C.
George E. Wood, C. P. A., re ­
cently senior accountant w ith the  
late  firm of Scott, Charnley & Com­
pany, has joined th e  staff of W alter 
Charnley & Co., Certified Public 
A ccountants, w ith  offices a t  110 
L a tta  Arcade, Charlotte, N. C.
Horace G. B rubaker, C. P. A., 
form erly associated w ith  the  firm 
of Scott, Charnley & Company, 
which has been dissolved, an­
nounces th a t  he is now connected 
w ith the  firm of W alter Charnley 
& Co., w ith  offices a t  110 L a tta  
Arcade, Charlotte, N. C.
Lawrence Scudder & Co., Ac­
countants and A uditors, announce 
the  removal of th e ir  Grand Rapids
offices from  th e  Houseman Build­
ing to  Rooms 924 to  927 Grand 
Rapids N ational Bank Building.
Jere  W. Robinson, C. P. A., an­
nounces th e  rem oval of his office 
to 420 Em pire Building, Boise, 
Idaho.
G. Clinton Hankins, C. P. A., 522 
F oster Building, Denver, Colo., an­
nounces th a t  he has  acquired the  
accounting practice of F. Elwood 
H unt and Associates, w ith whom 
he has been in partnersh ip  during 
the  past year.
S. Herm an, C. P. A., announces 
the  removal of his office to  1440 
Broadway, Suite 1505, New York 
City.
Louis I. Kane, C. P. A., announces 
the  removal of his offices to  62 
W est 47th Street, New York City.
M. Solomon, C. P. A., announces 
the  rem oval of h is office to 286 
F ifth  Avenue, New York City.
H enry V aray, C. P. A., an ­
nounces th a t  he has removed his 
office to 57 William S treet, New 
York City.
M. Wm. Goldstein, C. P. A., and 
Alfred Hoffenberg announce the 
consolidation of th e ir  practice un­
der the  name of Illinois Certified 
A udit Company w ith  offices a t 
1006-1008 The Masonic Temple, 32 
W est Randolph Street, Chicago, Il­
linois. 
A rth u r J. Goldberg, C. P. A., an­
nounces the  rem oval of his offices 
to 706-10 B urnham  Building, Chi­
cago, Illinois, where he will con­
tinue in the  public practice of ac­
counting under the  firm name of 
A rth u r J. Goldberg & Co., operat­
ing in conjunction w ith  M ort D. 
and F rank  Goldberg, a ttorneys a t 
law. ______
The Pioneer Accounting Com­
pany announces the  removal, on
May 1, 1926, of its  offices to  75 
M adison Lane, New York City, 
w here th e  general practice of ac­
countancy will be continued under 
the  new name of S. L. Spritzer & 
Co.
Samuel W. Lerer, C. P. A., an ­
nounces th e  removal of his offices 
to 1440 Broadway, New York City, 
where he will continue the  general 
practice of accounting.
W ilfred D. Rush, C. P. A., and 
Jam es J. McGonigle, C. P. A., an­
nounce th e ir  association, May 1, 
1926, under the  firm name of Rush 
& McGonigle, Certified Public Ac­
countants, fo r the  general practice 
of accounting, a t  401 C entury 
Building, P ittsbu rgh , Pa.
Edwin P. Blair, Public Account­
ant, announces the  opening of of­
fices in the  Schaff Building, Phila­
delphia, and a t  28 W. M arket St., 
W est Chester, Pa.
Byrnes & Baker, Certified Public 
A ccountants, announce th e  re ­
moval of th e ir  Newark office to the  
eighteenth  floor, Federal T rust 
Building, Newark, New Jersey.
H. L. Gaudette, C. P. A., an ­
nounces his association w ith 
M essrs. D. E. Burchell and H. C. 
Gillies under th e  name of Burchell, 
Gillies & Gaudette, Inc., M anage­
m ent Engineers, A ccountants and 
Auditors, Chamber of Commerce 
Building, 80 Federal S treet, Bos­
ton, Mass.
A braham  M. K aufm an, who has 
recently received a New York C. P. 
A. certificate, is located a t 37 W est 
39th S treet, New York City, fo r 
the  general practice of account­
ancy.
Benjam in H. Batchker, C. P. A., 
announces the  rem oval of his office 
to 1001-1006 St. Jam es Building, 
1133 Broadway, New York City.
W illiam A. Helm, C. P. A., an­
nounces th e  removal of his offices
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to  1612-13 L andreth  Building, St. 
Louis, Mo., for the  general practice 
of public accountancy under the  
firm name of W. A. Helm & Com­
pany.
David D. Ravitz, C. P. A., an­
nounces th e  removal of his offices 
to the  Federal T rust Building, 24- 
30 Commerce S treet, Newark, N. J.
Scharf & Geist, Certified Public 
Accountants, announce the  removal 
of th e ir  offices to  1560 Broadway, 
New York City.
G. A. Norton, C. P. A., announces 
his re tu rn  to  the  public practice of 
accounting a t 4908 Sheridan Road, 
Chicago, Illinois.
M eyer L. Rosenberg, C. P. A., an­
nounces th a t  a fte r  May 1st, he will 
be located a t 1317 Ashland Block, 
155 N orth  Clark Street, Chicago, 
Illinois.
H unter, Sm ith & Company, Ac­
countants and A uditors, announce 
the  removal of th e ir  offices from  49 
Wall S tree t to  32 Broadway, New 
York City.
Chambellan, B erger & W elti, 
Certified Public Accountants, w ith 
offices in Springfield, Mass., New 
York City, W ashington, D. C., and 
W est Palm  Beach, Florida, an­
nounce the  opening of offices in 
Birm ingham , Alabama, in the  Age- 
Herald Building, w ith  Conrad 
Sauer, Jr., C. P. A., as resident 
m anager.
A lbert J. Shapiro & Co., Certi­
fied Public A ccountants, announce 
the  removal of th e ir  offices, to  1440 
Broadway, New York City.
A rth u r L. Birch & Company, 
Certified Public A ccountants, an­
nounce the  removal of th e ir  offices 
to  622-626 Century Building, Third 
a t  Wells, Milwaukee, Wisconsin.
J. H enry Oehmann, C. P. A., an­
nounces the  removal of his offices
from  1410 H S tree t N. W., to  the 
Phillips B uilding, 927 F ifteen th  
S tree t N. W., W ashington, D. C.
H orw ath & H orw ath announce 
th e  removal of th e ir  Chicago office 
to  the  S traus Building, Michigan 
Avenue a t  Jackson, Chicago, Ill.
Gladstone, Goldblatt & Co., Cer­
tified Public Accountants, an ­
nounce the  rem oval of th e ir  offices 
to Suite 2910 W oolworth Building, 
233 Broadway, New York City.
Lybrand, Ross Bros. & Mont­
gomery, announce the  opening of 
an office in Newark, New Jersey, in 
the  Industrial Building, 1060 Broad 
S treet.
N ugent, Haeussler & Co. an­
nounce the removal of th e ir  offices 
fo r the  practice of accountancy to 
the  New Savings Bank Building, 
94 Broadway, Newburgh, N. Y.
Langton, Purdy  & Company, 
Certified Public Accountants, 723- 
4-5 Realty Building, Spokane, 
W ashington, announce the  removal 
of th e ir  W enatchee, W ashington, 
office to the  new W enatchee Sav­
ings & Loan Building.
Victor Aaron, C. P. A., an­
nounces the admission to  p a rtn e r­
ship of Guy P e ter Jones, C. P. A., 
under the  firm name of V ictor 
Aaron and Jones, Certified Public 
Accountants, for the  practice of 
public accounting in the  Am eri­
can Bank Building, San Francisco, 
Calif.
PERSONALS
Jean  Paul Muller, C. P. A., of 
W ashington, D. C., has been ap­
pointed by the  Phelps-Hendrickson 
Company, Inc., as executive tru s ­
tee of a board of th ree  tru stees to 
assum e control of the  company’s 
properties in Indrio, Florida. This 
property  is said to  be the  largest 
subdivision on the central east 
coast of Florida.
T. Coleman Andrews, C. P. A., 
addressed the  students of the  De­
partm ent of Business A dm inistra­
tion of the  U niversity  of Richmond 
on April 12, 1926. He addressed 
the  S tudents of the  Virginia Poly­
technic In stitu te  on April 15, 1926. 
On June 1, 1926, Mr. Andrews will 
p resent a paper on “Commercial 
Credits” to  the  Credit Men’s Asso­
ciation of Norfolk.
In connection w ith  M anagem ent 
Week a t the  Ohio S ta te  U niversity, 
George E. F razer, C. P. A., of the  
firm of F razer and Torbet, Chicago, 
delivered two addresses on Octo­
ber 23, 1925, one on “Use of Cost 
Accounts in Control of A dm inistra­
tive Expense,” and the  o ther on 
“Use of Cost Accounts in Control 
of Selling Expense.” These lec­
tures, together w ith the discussion 
following each, are now available 
in prin ted  form  and m ay be ob­
tained from  th e  Bureau of Busi­
ness Research, College of Com­
merce and Journalism , Ohio S tate  
U niversity, Columbus, Ohio, a t a 
cost of 50 cents.
W. Paxton Little, C. P. A., T reas­
u rer of the  N iagara Falls Power 
Company, has been elected Vice 
P resident and T reasurer of th a t 
corporation.
Richard M. Crane, C. P. A., was 
unanim ously elected president of 
the  Denver Cham ber of Commerce 
on May 1, 1926. Mr. Crane, of the  
firm of Crane and Bowman, Certi­
fied Public Accountants, Cham ber 
of Commerce Building, Denver, 
Colorado, is one of Denver’s lead­
ing younger business men and has 
been for a num ber of years actively 
in terested  in the  work of the  
Cham ber of Commerce.
Mr. Howard C. Beck, Jr., has 
been appointed head of the  new 
Bureau of A udits of the  City of 
Baltimore, M aryland. Mr. Beck 
succeeds his fa th e r, Howard C. 
Beck, Sr., C. P. A., Southern Build­
ing, W ashington, D. C., in th is  po­
sition.
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Louisiana
On May 6th, 1926, the Society of 
Louisiana Certified Public Account­
ants gave a banquet in honor of 
Messrs. Chas. P. Smith and Chas. 
M. Trammell, members of the 
Board of Tax Appeals, who have 
just completed a sitting in New 
Orleans.
There were considerably over 
100 in attendance at the banquet 
and guests in addition to Messrs. 
Smith and Trammell were clerks, 
reporters and attorneys for the 
commissioner who took part in the 
sittings of the board.
Speeches were made by Mr. 
Smith and Mr. Trammell, Attorney 
Ward Loveless; H. Van R. Chase, 
general manager of the New Or­
leans Association of Commerce; 
Archie M. Smith, chairman of the 
Louisiana State Board of Certified 
Public Accountants; Henry J. Mil­
ler, president of the Society of 
Louisiana Certified Public Account­
ants; Mrs. Elsie H. Braddock, the 
only practicing certified public ac­
countant of her sex in the State of 
Louisiana, and others. Emile Bien- 
vienu, chairman of the Arrange­
ment Committee, acted as toast­
master at this most enjoyable oc­
casion.
Massachusetts
The Massachusetts Society of 
Certified Public Accountants met 
on April 26, 1926, in the New 
Chamber of Commerce Building, 
Boston, at 7.15 p. m.
Commercial Arbitration was the 
subject under discussion and the 
speakers of the evening were Mr. 
Austin L. Baker, chairman of the 
Committee on Arbitration of the 
Boston Chamber of Commerce, and 
Mr. Richard C. Curtis, an attorney, 
who has long been interested in the 
subject and who took an active 
part in getting the Arbitration bill 
through the Legislature.
Michigan
The Michigan Accounting Con­
ference, the first ever assembled
in the State of Michigan, was held 
at  the Hotel Statler, Detroit, on 
May 14 and 15, under the joint aus­
pices of the Michigan Association 
of Certified Public Accountants 
and the Michigan State Board of 
Accountancy.
The conference was attended by 
certified public accountants and 
public accountants resident in the 
State of Michigan. The purpose 
of the convention was to bring to­
gether all professional accountants 
of the State, all of whom must now 
be licensed by the State before they 
are permitted to practice in ac­
cordance with the provisions of a 
new law recently enacted by the 
Legislature, governing the prac­
tice of public accounting in Michi­
gan.
The total registration was 230 
accountants, who came from 21 
different cities of the State.
The forenoon of Friday, the 
14th, was given over to registra­
tion and getting acquainted meet­
ings. The technical program be­
gan Friday afternoon and was re­
sumed on Saturday morning, dur­
ing which time many instructive 
and interesting talks were given.
The program on Friday after­
noon was made up of a talk by Ma­
jor Arthur E. Foote of the Division 
of Simplified Practice of Com­
merce, Washington, D. C., on the 
subject, “How Secretary Hoover 
Can Cooperate with Public Ac­
countants,” and a talk by Prof. 
Wm. A. Paton, of the University 
of Michigan, on the subject, “Ac­
crued Depreciation on Seasoned 
Properties.”
The program on Saturday morn­
ing consisted of a talk by Col. Robt. 
H. Montgomery, of New York City, 
who spoke on “Departures in Prac­
tice from Standard Accounting 
Theory,” and a talk by George G. 
McDan, of Lansing, on “Account­
ing Problems of Fire Insurance 
Companies.”
Certificates, of authority were 
then presented to public account­
ants licensed to practice un­
der the new law, by D. W. Springer 
of Ann Arbor, Secretary of the 
Michigan State Board of Account­
ancy.
At the banquet held on Friday 
night at the Hotel Statler, ad­
dresses were made by the follow­
ing:
Hon. Alex T. Groesbeck, Gov­
ernor of the State of Michigan, 
subject, “The Introduction of Im­
proved Accounting Methods in the 
Departments of the State Govern­
ment.”
Frederic A. Tilton, of Haskins 
& Sells, Detroit, subject, "The C. 
P. A. and the Client.”
Major Arthur E. Foote, of the 
Department of Commerce, Wash­
ington, D. C., subject, “The C. P. 
A. and the Government.”
P. W. R. Glover, Vice President 
of the New York State Society of 
Certified Public Accountants, sub­
ject, “The C. P. A. in the East.”
Geo. A. Horner, of Grand Rap­
ids, member of the first State 
Board of Accountancy, subject, 
“Reminiscences.”
Mr. Robt. Davidson, chairman 
of the State Board of Accountancy, 
presented certificates to successful 
applicants at the last state exami­
nation for the certificate of Certi­
fied Public Accountant.
Interspersed throughout the pro­
gram were numbers by the Wolver­
ine Male Quartette, Miss Anna Pat­
terson, soprano, and Charley 
Burns, monologist.
Mr. W. T. McConnell, President 
of the Michigan Association of Cer­
tified Public Accountants, presided 
over the technical sessions and 
acted as toastmaster at the ban­
quet.
Mrs. F. A. Tilton and Mrs. T. H. 
Evans acted as hostesses to the 
visiting ladies.
New Jersey
The annual meeting of the So­
ciety of Certified Public Account­
ants of the State of New Jersey, 
was held on May 11, 1926, at the 
Elks’ Home, Newark, N. J.
The reports of the president and 
secretary evidenced the continual
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grow th of the  society in  both 
s tren g th  and in terest. 
The following officers and tru s ­
tees were unanim ously elected: 
President, Jam es F. Hughes, C. P. 
A., Jersey  City. Mr. H ughes is 
also a m em ber of th e  New Jersey  
S ta te  Board of Public A ccountants; 
F irs t  Vice President, M aurice E. 
Peloubet, C. P. A., of M ontclair; 
Second Vice President, W illiam C. 
H eaton, C. P. A., o f E lizabeth; 
Secretary, Julius E. Flink, C. P. A., 
N ew ark ; T reasurer, M orris J. Hoe- 
nig, C. P. A., of Newark. The Board 
of Trustees consists of the  follow­
ing C. P. A’s : F. A. M orrison, Percy 
Block, W. Melville Coursen, Russell 
A. Pearce, Philip Suffern, Jam es F. 
Welch. A uditors: Edw ard I . An­
findsen, C. P. A., and Samuel J. 
W ortzel, C. P. A.
The all-day convention held in 
the  m onth of October, 1925, will be 
repeated in the  m onth of October, 
1926. A comm ittee has been ap­
pointed and elaborate preparations 
are  being made. Governor Moore 
of New Jersey, will speak a t  the  
m eeting.
New York
The annual m eeting of the  New 
York S ta te  Society of Certified 
Public Accountants, was held a t  
the  W aldorf-A storia Hotel, on May
10, 1926, w ith  150 m em bers and 
guests in attendance.
P resident Hom er S. Pace in his 
annual report characterized the  de­
fea t of the  H utchinson - Downing 
accountancy bill a t  the  closing ses­
sion of th e  Legislature a t Albany, 
as the  outstanding event of th e  So­
ciety’s year. He sta ted  th a t  th is  
bill would have enabled several 
thousand unaccredited accountants 
to  obtain certificates of certified 
public accountant w ithout exami­
nation and would have lowered the 
standards m aintained by the  S tate  
Education D epartm ent fo r the  last 
th ir ty  years.
P resident Pace commended the  
work of the  Society, th rough  its  
Income Tax Committee under the  
chairm anship of O rrin R. Judd, in 
prepairing a comprehensive brief
on Revision of Federal Income Tax, 
which was presented to  th e  W ays 
and Means Committee of the  
House of R epresentatives by Dr. 
Joseph J. Klein, first vice president 
of th e  Society. These recommen­
dations, which were concurred in 
by th e  Rochester Cham ber of Com­
m erce and o ther civic organizations 
and were endorsed and supported 
by m any certified public account­
an ts  o f the  country, were p rac ti­
cally all adopted in the  new Fed­
eral Tax Law.
The President also reported  th a t  
the  Society h ad  established and 
equipped its  own offices a t  110 Wil­
liam Street, New York City, and 
installed a large accounting lib rary  
which was donated to  the  Society 
by Col. Robert H. Montgomery.
M artin K ortjohn, secretary, re ­
ported th a t  the  Society had in­
creased its  m em bership to 878 and 
th a t  during the  year they  had held 
eight regu lar m onthly m eetings 
and one special m eeting, including 
the  th ird  annual all-day and even­
ing conference and th a t  th e  Board 
of D irectors had held nine regular 
m onthly m eetings and six special 
m eetings.
The Society was addressed by 
Maxwell S. M attuck, Council, 
Credit Protection D epartm ent, N a­
tional Association of Credit Men, 
who spoke on the  subject of 
“Fraudulent Bankruptcies,” and by 
Max Salomon, A ssistan t D istrict 
A ttorney  of New York County, in 
charge of the  Commercial F rauds 
Bureau, who spoke on “False F i­
nancial S tatem ents.”
The following officers were elect­
ed fo r the  ensuing y e a r : President, 
Joseph J. Klein, C. P. A .; Vice 
President, Patrick  W. R. Glover, C. 
P. A .; Second Vice President, Nor­
m an E. W ebster, C. P. A .; Secre­
tary , M artin  K ortjohn, C. P. A .; 
T reasurer, Harold A. W ythes, C. P. 
A. Directors elected fo r two years 
were: Charles T. Bryan, C. P. A., 
Alexander F . M akay, C. P. A., 
F rancis J. M asterson, C. P. A., 
Philip N. Miller, C. P. A., Isidor 
Sack, C. P. A., M orris C. Troper,
C. P. A.
North Carolina
The spring m eeting of the  N orth  
Carolina Association of Certified 
Public A ccountants was held on 
May 6, 7, and 8, 1926, a t  the  Uni­
versity  of N orth  Carolina, Chapel 
Hill, under th e  auspices of the  
School of Commerce.
Dudley D eW itt Carroll, Dean of 
the  School of Commerce, made the  
address of welcome and Frederick 
Moore, C. P. A., P resident of the  
Association, responded. George G. 
Scott, C. P. A., presented a paper 
on “S tandard  Cost” which was fol­
lowed by a paper on “The Growth 
of the  Profession and W hat i t  Of­
fers ,” by George H. Adams, C. P. 
A. Addresses on Federal Income 
Tax Procedure were m ade by Mr. 
J. D. Schoolfield and Mr. B. C. 
Campbell, Office of the  In ternal 
Revenue, Raleigh.
A t the  banquet held on the  even­
ing of May 6th, a t  the  Carolina Inn, 
the  speakers were Hon. W. N. 
E verett, Secretary  of S ta te  and 
Clarence O. K uester, Secretary  of 
the  C harlotte Cham ber of Com­
merce. Mr. S. W ade M arr of Ral­
eigh, D istrict R otary  Club Gov­
ernor, was toastm aster. On May 
7th  th e  m em bers of the  Associa­
tion m et w ith  th e  N orth  Carolina 
B ankers’ Association fo r a jo in t 
barbecue a t  the  Country Club.
The Association adopted as a 
whole the  precepts of professional 
conduct recently  approved and 
adopted by the  m em bership of The 
Am erican Society of Certified Pub­
lic Accountants.
W alter Charnley, C. P. A., of 
Charlotte, was endorsed fo r ap­
pointm ent as a m em ber of the  
S tate  Board of Accountancy to  suc­
ceed J. E. Wilson, C. P. A., of Ashe­
ville. D. H. McCullough, C. P. A., 
of Charlotte, was endorsed as the 
next S ta te  R epresentative of the  
Am erican Society of Certified Pub­
lic Accountants. Four Fellows and 
four Associates were elected to 
membership. The city  of Raleigh 
has been selected as the  place for 
the  m eeting in October.
1926 T H E C E R T I F I E D  P U B L I C  A C C O U N T A N T 189
Ohio
The spring m eeting of th e  Ohio 
Society of Certified Public Account­
an ts  will be held on June 5, 1926, 
a t  Columbus, in the  new School of 
Commerce Building of the  Ohio 
S ta te  U niversity. All sessions ex­
cept the  executive sessions will be 
open to the  students of the  School 
of Commerce of the  U niversity.
Pennsylvania
The Pennsylvania In stitu te  of 
Certified Public A ccountants held 
its  la s t m eeting of th e  1925-1926 
season on W ednesday, May 19, 
1926, a t  the  A rt Club, Philadelphia. 
The subject under discussion dur­
ing the  evening was Federal and 
S ta te  Inheritance Taxes.
P ittsb u rg h  Chapter
The P ittsb u rg h  C hapter of the 
Pennsylvania In stitu te  of Certified 
Public A ccountants held its  an­
nual m eeting on April 29, 1926, a t 
the  Hotel Henry. Mr. H arry  B. 
Scott, chairm an of the  M eetings 
Committee, presided.
A fte r hearing  th e  reports of the  
various comm ittee chairm en, the  
following officers were elected fo r 
the  ensuing year: President, F rank  
A. Willison, C. P. A .; Secretary, 
A drian F. Sanderbeek, C. P. A .; 
T reasurer, W. W. Colledge, C. P. 
A .; Trustees, O. G. R ichter, C. P.. 
A., J. M. Cumming, C. P. A., and 
D. A. Allen, C P. A.
On June 4, 1926, a sm oker and 
general get-to-gether m eeting will 
be held a t  the  P ittsb u rg h  A thletic 
Club.
AN APPRECIATION OF THE 
BOARD OF TAX A PPEALS
(C on tinued  from  p ag e  166)
practicing before th e  board is the  
only way to a tta in  a “consumma­
tion devoutly to  be w ish’d.”
In conclusion, le t me tu rn  to  the  
accountant’s m ost overt profes­
sional act, namely, the  rendition 
of his report. To those fam iliar 
w ith  th is  species of litera tu re , its  
m ost essential fea tu re  will readily 
be recognized as th e  form al CER­
TIFICATE OF AUDIT. Accord­
ingly, in m y m ost representative 
capacity, and speaking fo r ALL 
certified public accountants who 
have watched the  board in opera­
tion and are  fam iliar w ith  its 
sp irit, perm it m e to  present our 
certificate :
We, the  Certified Public Account­
an ts of the  United S tates of A m er­
ica, assembled here in person or 
in spirit, do hereby certify :
(1) T hat we have diligently, 
sym pathetically and understand­
ingly examined th e  records of the  
United S tates Board of Tax Ap­
peals—which are  an open book;
(2) T hat we are fam iliar w ith  
its  splendid achievements, its  
painstaking, intelligent and en­
lightened in terp re ta tion  of the  
several revenue ac ts;
(3) T hat we are fam iliar w ith 
the  antecedent h istory, the  official 
conduct and th e  character of the  
men who compose the  b o a rd ;
(4) T hat we have observed the 
w onderful esprit de corps of the  
board’s assistan ts, and th a t  we a t ­
trib u te  th is  not so m uch to precept 
as to  example;
(5) T hat we have frequently  
been edified by the  board’s decis­
ions even when they  denied the  
claims we espoused;
(6) T hat we congratulate the  
citizens of the  Republic in being 
served by so ideal a group; th a t  
we felicitate  practitioners in the  
privilege of addressing them selves 
to  so thoroughly trained, cour­
teous, uprigh t and hum an m en; 
and th a t  we envy the  m em bers of 
the  board in th e ir  privilege of serv­
ice; th a t  we pay tribu te  to th e ir  
h igh a tta inm ents, and th a t  we bear 
w itness to  the  confidence, esteem , 
and regard  in which they  are  held 
by all who have dealings w ith 
them .
H. L. Chambers, C. P. A., of 
South Bend, Indiana, addressed the  
South Bend chapter of the  N a­
tional Association of Credit Men 
on th e  evening of May 20, 1926, on 
th e  “A ccountant’s Viewpoint on 
Credit.”
BOOK REVIEW
“M OTOR B U S  A C C O U N T IN G ” b y  M ain  
and C om pany (F ra n k  W ilbur M ain, 
E lm er E . B auer , and M. C. C on ick); 
an  accou nting  sy s tem  fo r  th e  m otor  
bus field , com plete  w ith  22 sp ecia l 
fo rm s and both  sm all and la rg e  c la ss i­
fications. P ub lish ed  b y  A ccou n tan ts’ 
Su pp ly  C om pany, F arm ers B ank B u ild ­
in g , P ittsb u rg h . P rice , $10.
I t  has frequently  been said th a t  
to m ost lines of commerce and in­
dustry , system  came last. This, to  
some extent, m ay be tru e  of the  
m otor bus industry , b u t i t  is less 
tru e  th an  of m any o ther phases of 
business. A lthough th e  m otor bus 
is ju s t  ge tting  into its  stride, the  
accounting angle has already been 
considered, and the  resu lt is th a t  
th is  particu lar field seems in a  fa ir  
way to  profit from  the  m istakes of 
others.
“M otor Bus Accounting” com­
prises a  volume of 224 pages, 
bound in flexible binding, w ith 
sewed pages which m ake i t  easy 
of reference, and includes not only 
a full description of the  system  de­
vised fo r m otor busses, b u t illus­
tra tio n s  of the  22 special form s 
which comprise the  system .
The work is the  resu lt of some 
th irteen  m onths of research into 
th e  industry , involving consider­
able contact w ith  the field and 
m any talks w ith some of the  lead­
ing men in th e  industry.
Because the  m otor bus field is 
still in a  s ta te  of flux, th is  system  
offers itself as a  basis fo r real ac­
counting procedure in the  fu ture . 
I t  conforms to  the  needs of the  
small operator, and ye t provides 
fo r every possible b it of inform a­
tion  which s ta te  or o ther regula­
to ry  commissions m ay or do de­
m and. In  view of the  possibility 
th a t  a  national regulatory  law m ay 
be passed a t  the  next session of 
Congress, i t  has become increas­
ingly im portan t th a t  the  bus field 
m ake ready to  give th e  same in­
form ation which is now obligatory 
fo r railroads and electric railways.
The book is divided into four 
sections. Section I is devoted to  a  
sketch of the  field and the  need fo r 
accounting methods. Section II is
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a complete description of th e  sys­
tem  and form s, which accompany 
th e  tex t. Section III comprises the  
sm aller classification, suitable fo r 
bus operators whose gross annual 
business is $100,000 or less. Sec­
tion  IV comprises the  larger clas­
sification, devised fo r electric ra il­
way bus operation by the  account­
ing  group w ithin the  Am erican 
E lectric Railway Association. This 
la t te r  work was designed fo r op­
e ra to rs  doing a business of $100,-
000 or more, and was done a t  the  
instance of the  bus com m ittee of 
th e  association, headed by M. W. 
Glover, general auditor of the  
W est Penn Pow er Company, P itts ­
burgh, w ith  the  aid of C. W. 
Stocks, editor of “Bus T ransporta­
tion,” New York.
The v irtue of the  sm aller classi­
fication is th a t  i t  conform s to  the  
la rg e r one so fa r  as general data  
is concerned, bu t is much m ore con­
densed and therefore  has g rea te r 
sim plicity. I t  lends itse lf equally 
to  condensation or expansion. So 
m any bus operators have still to 
be convinced of the  need of a stand­
ard  accounting system  th a t  any­
th in g  so comprehensive as the  
classification devised fo r large elec­
tr ic  railw ays tends to  scare them  
away from  accounting. Keeping 
th is  fac t in mind, the  Main system  
was designed to be practical, sim ­
ple and easily installed. In  fact, 
i t  is said th a t  any good bookkeep­
e r  can install it.
F o r m ore th an  two years the 
need of b e tte r  accounting m ethods 
in  the  m otor bus field has been 
stressed  by various leaders. The 
m anufacturers, who have had to 
sell on term s, have been especially 
in terested  in the  subject, knowing 
th a t  in th a t  direction lay safety  
fo r  th e ir  investm ents and profit 
for the  operator himself. B ut it  is 
also tru e  th a t  the  leaders of the  
th irty -s ix  s ta te  associations have 
been equally interested, fo r they  
have seen bus lines discontinued, 
operators discouraged by th e  ne­
cessity fo r providing regulatory  
bodies w ith  inform ation which 
they  did not have, and a steady 
tren d  tow ard consolidations.
The grow th of the  bus industry  
is conceded to  be still in its  incep­
tion. The rap id ity  of th a t  grow th 
has adm ittedly been bewildering. 
Som ething like five years ago a 
w rite r in the  Satu rday  Evening 
Post predicted th a t  by the  tim e 
ten  years had gone there  would be 
50,000 busses in th e  United States. 
There are  today more th an  100,-
000 busses in operation, counting 
school, hotel and railroad tran sfe r 
vehicles—and the  end is not yet 
in sight.
No less an au tho rity  th an  Ralph 
Budd, president of th e  G reat 
N orthern  Railway, which some­
tim e ago assum ed control of the 
g rea tes t bus system  in the  N orth ­
west, said recently : “The cost of 
bus operation should be a t  least 
15 per cent less th an  it is, and un­
less i t  is reduced th a t  m uch the  
business will not grow to its  full 
possibilities.”
The book is designed not only 
fo r bus operators, bu t fo r account­
an ts in various sta tes, who m ay 
have bus clients or who expect to 
give professional service to th is  
growing field, or those who m ay be 
in terested  in th is  subject from  an 
educational standpoint.
BOARD OF TAX A PPEALS 
APPOINTED
Appointm ents to the  United 
S tates Board of Tax Appeals, un­
der the  1926 Revenue Act, were 
sent to the  Senate fo r confirmation 
by P resident Coolidge on May 26, 
1926. The term s of the  present 
m em bers expire on June 2, 1926. 
Of the  sixteen names presented, 
th irteen  are m em bers of the  ex ist­
ing board. Nom inations a re  as fol­
lows:
F o r a term  of 12 y e a rs : Jules G. 
Korner, of N orth  C arolina; Charles 
R. Arundell, of Oregon; John J. 
(Marquette, of M ontana; Logan 
M orris, of U tah.
F o r a te rm  of 10 years: B enja­
min H. L ittleton, of Tennessee; 
William R. Green, Jr., of Iowa; 
Percy W. Phillips, of New Y ork; 
Charles M. Trammell, of Florida. 
F o r a  te rm  of 8 years: William
C. Lansdon, of K ansas; Charles P. 
Sm ith, of M assachusetts; Sum ner 
L. Trussell, of M innesota; John M. 
Sternhagen, of Illinois.
F or a term  of 6 y e a rs : J. E dgar 
Murdock, of P ennsylvania; William
D. Love, of Texas; John B. Milli­
ken, of A rizona; E rnest H. Van 
Fossan, of Ohio.
The th ree  new m em bers are  J. 
E dgar Murdock, John B. Milliken 
and E rnest H. Van Fossan.
Mr. Milliken is  a  resident of 
Phoenix, Arizona, and a graduate 
of Southw estern U niversity  of 
Texas. He attended law school a t 
the  U niversity  of Texas and took 
post-graduate course in Columbia 
U niversity, N. Y. From  1918 to 
1922 he was legal adviser and as­
sis tan t d irector of the  United 
S ta tes V eterans’ Bureau, and la te r 
assis tan t counsel, United S tates 
Shipping Board. He is now in the 
office of the  Solicitor of the  In te r­
nal Revenue.
Mr. Murdock is a  resident of 
Greensburg, Pa., a graduate  of 
Princeton, class of 1916, and a 
g raduate  of th e  U niversity  of 
P ittsbu rgh  Law School. F o r the  
last th ree  and one-half years he 
has been first a ssis tan t d istric t a t­
torney of W estm oreland County.
Mr. Van Fossan was born a t  Lis­
bon, Ohio. He graduated from  
Oberlin College in 1909 w ith a de­
gree of A. B., and from  Columbia 
in 1913 w ith  degrees of A. M. and 
LL. B. He was counsel and mem­
ber of th e  W ar D epartm ent Claims 
B oard; chief counsel and m em ber 
W ar Credits B oard ; assis tan t coun­
sel U. S. Shipping Board, 1921-24; 
d irector of claims, U. S. Shipping 
Board.
ON YO UR C A L E N D A R  
M A R K  
S ep tem b er  2 3 , 2 4  
T h u rsd a y  a n d  F r id a y  
T HE  F IF T H  A N N U A L  M E E T IN G  O F
T h e  A m erica n  S o c ie ty  o f  C ertified  P u b lic  
A cco u n ta n ts  
W A SH IN G T O N , D . C.
A n n u a l rep o rts  o f  officers, R ep orts o f  
C o m m ittees, D isc u ss io n  o f  rep o rts  and  
th e  w ork  o f  th e  S o c iety , A d d resse s on  
l iv e  p u b lic  a c co u n tin g  su b je c ts  and—  
R E C R E A T IO N
* D eta ils  w ill be published la ter  *
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A t  Your Service
A  p erm an en t staff of over  a thousand  
ind ividuals trained in th e  exam in ation , 
analysis and  appraisal of industrial, p u b ­
lic u tility  and com m ercia l property .
T h e  exp er ien ce  and statistical data ac­
cu m u lated  in th e  m aking of o v er  35,000 
appraisals.
A n  ex ecu tiv e  staff o f  valuation engineers  
w ith  m any y ears o f  ex p er ien ce , ind iv id ­
ual rep u tation s, and broad  con cep tion s  
of all e lem en ts  en tering  in to  valuation  
w o rk , w h o  control, d irect and su p er­
v ise  each  appraisal engagem ent.
A n  organization  w h ich  enjoys th e  un i­
versa l con fid en ce and recogn ition  of In ­
su ran ce C om p an ies, F in an cia l H o u se s , 
and  th e  In vestin g  Public.
T h e  A m erica n  A ppraisa l C om p an y  is 
ex c lu siv e ly  an in vestigative  and  va lu a­
tion  organ ization . It d oes n ot buy, sell, 
build, o p era te  or finance p rop erty . Its  
findings are u nassailab le from  th e stand­
point of d isin terested n ess or com petency.
The American Appraisal Co.
M ILW AU K EE
P U B L I C  U T I L I T I E S I N D U S T R I A L S R E A L  E S T A T E  P R O P E R T I E S N A T U R A L  R E S O U R C E S
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HOLMES & BREWSTER’S
Procedure and Practice
BEFORE THE
U. S. Board o f Tax Appeals
BY
GEORGE E. HOLMES
of th e  N ew  Y o rk  a n d  D is tr ic t  o f  Co­
lu m b ia  B a rs . A u th o r  o f  “H olm es 
F e d e ra l T ax e s”
an d
KINGM AN BREWSTER
of th e  M a ssac h u se tts  a n d  D is tr ic t  of 
C olum bia B ars.
T he fo llow in g  com m ents b y  th o se w ho
h ave exam ined th is  book ev id en ce i ts
v a lu e  to  th e p ra ctition er b efore th e
B oard o f T ax A ppeals:
“P le a se  accep t m y s in ce re  th a n k s  fo r 
y o u r c o u rte sy  an d  k in d n ess  in  p re s e n t­
in g  m e w ith  th is  book. As I  s a id  to  
you before , I  feel s u re  th a t  th is  w ill 
m ee t a  re a l  need  w ith  th e  p ra c t it io n e r .” 
  J . G ILM ER  K O R N ER , JR ., 
C hairm an , U. S. B oard  o f T ax  A ppeals .
“T h is  book is c h a ra c te riz e d  by  th e  
sam e th o ro u g h n ess  o f y o u r  o th e r  p u b ­
l ic a tio n s  an d  w ill be  o f  re a l se rv ice  to
m em b ers o f  th e  b a r . ''___
  NEW TON K. FOX,
A ss is ta n t  So licito r, B u reau  o f  In te rn a l  
R evenue.
“I  believe  th a t  such  a  w o rk  m ay  be 
o f m uch  v a lu e  in  b rin g in g  b e fo re  a t ­
to rn e y s  a n d  a cc o u n ta n ts  w ho h an d le  
ta x  m a t te r s  th e  l im its  of th e  Ju risd ic ­
tio n  o f th e  B oard  an d  fo rm a li ty  o f  th e  
p ro ced u re  a s  d is tin c t fro m  th e  in fo r ­
m al p ro ced u re  b e fo re  th e  v a r io u s  d i­
v isio n s o f th e  Office o f th e  C om m is­
s io n e r  o f In te rn a l  R evenue ."
 PE R C Y  W . PH IL L IPS ,
M em ber, U. S. B o ard  o f T a x  A ppeals.
“I  h av e  a lre a d y  fo und  i t  v e ry  u se fu l 
an d  I  im a g in e  i t  w ill  be  a  g re a t  a id  to  
p ra c t i t io n e rs  be fo re  th e  B o ard .”
  PE R C Y  S. C R E W E ,
S pecia l A tto rn ey , B u re au  o f In te rn a l  
R evenue.
“I  w a s  m uch in te re s te d  in  y o u r r e ­
cen t book, w h ich  seem s to  cover th e  
field q u ite  fu lly . I t  is  a  w elcom e a d ­
d itio n  to  o u r  l ib ra ry .”
F E L IX  T. SM ITH, 
P il ls b u ry , M adison & S u tro , San F r a n ­
cisco, C alif.
Flexible Binding, Price $4 Delivered
F o r  sa le  by
JOHN BYRNE & COMPANY
715 14th St. N. W., W ashington, D. C.
VISITORS IN WASHINGTON C lassified  A dvertisem ents
(F rom  A p ril 28 to  M ay 29, 1926)
J. J . Scarborough, Jr., B irm ingham , 
A la.
C larence J . F a rr is , M em phis, T enn.
R. S. M cG lasson, L o u isv ille , K y.
S. A . B lu ste in , C harleston , W . V a. 
H arry  H arper, M inneapolis, M inn.
G. A . W atson , M em phis, Tenn.
G eorge E . W a llin g , M em phis, Tenn. 
F ran k  W ilbur M ain, P ittsb u rg h , P a. 
W illiam  Surosky, P aterson , N . J. 
G eorge W . M oore, W orcester, M ass. 
Joseph  C ush ing, Springfield , M ass. 
H en ry  J. M iller, N e w  O rleans, La. 
H arry  B . S cott, P ittsb u rg h , P a. 
C h ester  M. F o ss , P ortland , Me.
M artin K ortjohn, N e w  Y ork  C ity. 
A rthu r W olff, L os A n g e le s , C alif.
T. D . T hom as, C hicago, I l l .
E dw ard S. E llio tt , M em phis, Tenn. 
J a m es J. F o x , B oston , M ass.
U . S. G reene, B ingh am ton , N . Y . 
G ilbert S. G ilbertson, F o rt Sm ith , A rk. 
F ran cis M. M cM ahon, D enver, Colo. 
L ou is F . T anner, M organtow n, W . Va. 
W . Q. Sharp, Jackson , M iss.
C. H . D epue, M iam i, F la .
Z ivel B. N iden , N e w  Y ork  C ity.
E dw in  J . F lu ss , N ew  Y ork  C ity. 
E d g a r  A . R yerson , M em phis, T enn.
A . H en ry  B aum , N e w  Y ork City.
A . C. E llis , P ortland , Oreg.
H . E . L unsford, K an sas C ity , Mo. 
H om er A . Dunn, N ew  Y ork C ity.
H . R. G eorge, C hicago, I l l .
J . M ilton B aker, B u rlin gton , N . J. 
Reuben P o llow itz , N ew  H aven , Conn. 
T. Colem an A n drew s, Richm ond, V a. 
U . A . M orton, A tla n ta , Ga.
M aurice G enez, U n ion  C ity , N . J. 
R obert D avidson , D etro it, M ich.
A d v e rtis in g  copy fo r th is  p a g e  should  
be rece iv ed  in th e  office of T H E  C E R T I- 
F IE D  PU BLIC ACCOUNTANT n o t la te r  
th a n  th e  25th d a y  of th e  m o n th  p re ce d in g  
th e  m o n th  of p u b lica tio n . R a te s  fo r  “H elp  
W a n te d ” an d  “S itu a tio n  W an ted ,” $3.00 
p e r  inch  o r f ra c t io n  th e re o f  (7 lin e s  to 
an  inch ) fo r  one in se rtio n . T he r a te  
fo r  “M isce llaneous” is $5.00 p e r  inch  fo r 
each  in se rtio n .
W A N T E D — H ig h  c la ss , broad ex p eri­
enced, certified  public accountant.
 W ould consider partnersh ip  a rran ge­
m ent w ith  proper person. A d dress, 
T ea sley , R iem er & Co., C ertified Public  
A ccou n tan ts, 262 Cham ber o f  Com ­
m erce B ldg ., L os A n g e le s , C alif.
A C C O U N T A N T  - L A W Y E R , C. P. A .
(N . C .), d esires p erm anent connection , 
ind ustr ia l, com m ercial or public In ­
com e T a x  exp ert. Good ex ecu tiv e . 
Salary , $4,500.— A D D R E S S  BO X 135  
T H E  C E R T IF IE D  P U B L IC  A C ­
C O U N T A N T .
C E R T IF IE D  P U B L IC  A C C O U N T A N T  
W A N T E D .— C. P . A ., qualified in  m an­
a g in g  sta ff and to  handle th e  la rg er  
problem s o f  th e  p ro fessio n  can obtain  
a  p o sition  o f  im portance w ith  lo n g  
estab lish ed  firm  in  th e  ind ustria l cen­
ter  o f  N orth  C arolina. S a la ry  in  k eep ­
in g  w ith  qu alifications and prom otion  
sure i f  earned . A D D R E S S  BO X 1181, 
G reensboro, N . C.
HOTEL LAFAYETTE
Sixteenth and I  Streets 
W ashington, D. C.
CENTRALLY LOCATED
W ith in  th r e e  b lo ck s  o f T reasu ry  
D ep a rtm en t
A  Complete Tax L ib ra ry  
Available fo r use of guests.
W rite  or W ire fo r Reservations. 
MODERATE RATES
FEDERAL
INCOME TAX INDEX
T he ta x  serv ice  th a t is  e a sy  to  u se— as e a sy  
a s  a  d iction ary— y e t  com plete , em bracing  a ll 
auth orities .
A  p erm anent vo lum e fo r  p a s t  decisions, re­
qu irin g  no ren ew al; a  s in g le  su pp lem en t fo r  
current serv ice.
A sk  F o r  D esc rip tiv e  C ircu la r
INCOME TAX INDEX SERVICE, Inc. 
9-15 CLINTON STREET 
NEW ARK, N EW  JERSEY
STANDARD APPRAISALS
Recognized A uthority  on Valuation 
Problems
E xperts in All Lines
Standard Appraisal Company
90 John Street, New York
B r a n c h e s , A ll P r in c ip a l C ities
Send Coupon Today
fo r  your Exam ination Copy 
o f 
The Third A nnual E dition
O ffice Equipm ent 
Catalogue
—Standard Reference W ork on 
Office Equipment, Systems, and Supplies
T HE Third Annual Edition of the Office 
Equipment Catalogue, a cooperative 
catalogue sponsored by the National Associa­
tion of Office Appliance M anufacturers, is 
ready now for distribution. It is much big­
ger, more complete and more attractive than 
preceding editions. It has more inform ation, 
more sections, more new ideas—in fact, it  is 
A Business Show on Your Desk—the stand­
ard reference work of the industry.
A s before, two complete, cross-referenced 
directories of office equipment and makers 
are included— one indexed by products and 
one by company name. A further index is  
furnished by division into such classifications 
as “Accounting M achines,” “Addressing 
System s and Equipment,” "T im e Recording 
System s,” etc.—a total of 28 sections.
The Catalogue sections are, in effect, a 
huge file of many individual catalogues, com­
bined and abstracted, w ithout exaggerated 
claim s, generalities or “hair-line” technical 
statem ents.
Each section presents brief, concise de­
scriptions of various m anufacturers' prod­
ucts falling w ithin that class. Each section  
is prefaced by an editorial introduction sum­
m arizing the types of equipment available 
and the advantages of each. The list o f sec­
tions is comprehensive—even a section on 
business books and m agazines is included. 
And scattered through the 
editorial and catalogue ma­
terial are dozens o f ideas 
for improving office m eth­
ods that you can lift for 
your business.
Two Valuable Services Included FREE
Every executive receiving the Catalogue is en­
titled to six tree  consultations  with W illiam Henry 
Leffingwell, nationally known industrial engineer, 
office management specialist and president of the 
Leffingwell-Ream Company. These consultations, 
which are limited only by the scope of office prob­
lems themselves, would cost many times the price 
of the Catalogue if secured in the usual way.
As a second service, any further information de­
sired on any equipment will be furnished in com­
plete form, including individual catalogues of man­
ufacturers, by the Office Equipment Catalogue or­
ganization. Executives are  thus saved the bother 
of preliminary correspondence with many com- 
panies before narrowing their fields of inquiry to 
one or two sources.
F its Your F iles—F it for Your Desk
The Catalogue is standard in size, as specified by 
the National Association of Purchasing Agents. I t 
fits your file if you wish, though you will probably 
prefer to keep it  on your desk— its beautiful two- 
toned flexible leatheroid cover and embossed bronze 
lettering entitle i t  to tha t place.
Mail the coupon today for your copy. If an ex­
amination does not prove its value, re tu rn  it  within 
five days.
Sign and Mail the 
Coupon Today
Free 
Exam ination
W H E N  A N S W E R I N G  A D V E R T I S E M E N T S  M E N T I O N  T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
A N N O U N C I N G
T he
B u rro u g h s
Portable
Adding M achine
Adds to $1,000,000.00
Standard visible key- 
board.
R ight hand control.
Slightly larger than a 
letterhead.
Easily carried from  
counter to office, desk 
to desk, or business 
to home.
Backed by Burroughs 
nation-w ide service.
In  eight m onths, 22,326 Burroughs Portable Adding M achines 
have been sold. These m achines are giving such satisfaction 
that re-orders are com ing in  daily. For dem onstration o f 
this m achine call the local Burroughs office or write to —
B U R R O U G H S  A D D IN G  M A C H IN E  C O M P A N Y  
DETROIT M ICHIGAN
2 2 , 3 1 6  B U R R O U G H S  P O R T A B L E  A D D I N G  M A C H I N E S  A L R E A D Y  S O L D
W H E N  A N S W E R I N G  A D V E R T I S E M E N T S  M E N T I O N  T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
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The world generally gives 
its admiration, not to the 
man who does what nobody 
else ever attempts to do, but 
to the man who does best 
what multitudes do well.
— Macaulay.
DEVOTED TO THE INTERESTS OF THE C. P. A., HIS CLIENT, AND THE PUBLIC WELFARE
JULY, 1926 20 CENTS THE COPY $2.00 PER YEAR
Can an A ppra isa l 
Be “ Too Good?”
O ccasionally a property ow ner raises 
the question of w hether an appraisal 
can be “too good.” T he question arises 
b eca u se  provable appraisal serv ice  
costs m ore than that in w hich there is 
an elem ent of opinion or guessw ork.
T he A m erican Appraisal Company 
operates on the principle that an ap­
praisal cannot be “too good”—that the 
m aking of an appraisal entails a m oral 
responsibility w hich cannot be over­
estim ated.
T he record of The A m erican A p ­
praisal Company for the past thirty 
years offers abundant testim ony of the 
soundness of this principle. For w hat­
ever purpose, insurance, cost account­
ing, finance, purchase or sale, and 
many others, an appraisal cannot be 
too good.
The American Appraisal Co.
M ILW AU K EE
P U B L I C  U T I L I T I E S I N D U S T R I A L S R E A L  E S T A T E  P R O P E R T I E S N A T U R A L  R E S O U R C E S
A N A T I O N A L  O R G A N I Z A T I O N
W H E N  A N S W E R I N G  A D V E R T I S E M E N T S  M E N T I O N  T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
THE CERTIFIED
PUBLIC ACCOUNTANT
OFFICIAL ORGAN OF THE AMERICAN SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
T O  ALL CERTIFIED PUBLIC ACCOUNTANTS: 
  The Fifth Annual Convention of The Ameri­
can Society of Certified Public Accountants will be 
held in Washington, D. C., at the Wardman Park 
Hotel on September 23 and 24.
The American Society was organized for the pur­
pose of advancing the profession of accountancy in 
general, and for that reason every holder of a Cer­
tified Public Accountant certificate, whether a mem­
ber or not, is invited to attend the Convention. We 
believe that all members of state societies will be 
especially interested in being with us.
Washington being the Convention City this year the 
accountants will be enabled to attend under prefer­
ential railroad rates by reason of the Sesqui-Centen- 
nial Exposition being held in Philadelphia. This will 
be particularly advantageous to those living in the 
West and far South. The possibility of combining 
business at the Departments with attending the meet­
ing is an additional advantage of Washington as a 
Convention City.
The District of Columbia Institute of Certified Pub­
lic Accountants, our host, is planning a splendid 
program of interesting addresses on subjects of vital 
interest to those in the profession of accountancy. A 
program of unusually delightful entertainment for 
the pleasure of those attending is being arranged.
The President of the District Institute has reported 
the appointment of a General Convention Committee, 
consisting of James A. Councilor, chairman; Edward
M. Tyler, C. Vaughan Darby, W. L. Harrison, Lester 
A. Pratt, Dwight N. Burnham, and Howard C. Beck.
Trusting that I will have the pleasure of greeting 
you in Washington on September 23 and 24 , I am 
Yours very truly,
H. E. LUNSFORD,
President.
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GENERALITIES
" T H E  Sentorial “Wet” and “Dry” hearings have 
left in their wake more or less a feeling of 
hopelessness of obtaining exact knowledge on this 
important question. The New York Times very aptly 
reviewed the situation in the following sentence: 
“Books have been written on the conflict of laws, but 
a big one could be made on the conflict of alleged facts 
on which laws are supposed to be based.” If the 
testimony were to be taken at face value, both sides 
amply proved their case. However, a careful review 
discloses the fact that the evidence depended upon 
by both sides consisted largely of generalties. In 
respect to most of the testimony, no sound basis was 
established to justify the conclusions testified to by 
the witnesses. The conclusions were “Wet” or “Dry,” 
according to the side which produced the witness, but, 
as stated, neither side established the foundation of 
fact on which to build its conclusions.
There were, of course, certain exceptions, one of 
the most notable being the testimony of the repre­
sentatives of the Salvation Army. The representa­
tives testified from the experience of the Army in the 
help given to the very poor in New York City. Defi­
nite percentages were given of the per cent of such 
help made necessary by drunkenness before and since 
prohibition. The Salvation Army was not only 
equipped to talk on this subject, but the testimony 
was based upon their specific and definite experience. 
The representatives of the Salvation Army also seem 
to have the faculty of summing up their testimony in 
striking and effective conclusions; this conclusion be­
ing as follows:
“To debit the Prohibition Law with the onus and 
the shame of all the violations that abound is tata- 
mount to charging that the Holy Commandments of 
God are responsible for the wickedness of mankind. 
The suggestion is preposterous.”
Our purpose in commenting on the “Wet” and 
“Dry” hearings and the testimony of the Salvation 
Army is to call attention to the fact that the dealing 
in generalities and the failure to draw convincing
conclusions of definite facts is not only the fault of 
the great majority of those who testified before the 
Senatorial Committee, but is a fault common in all 
walks of life, and in this fault certified public account­
ants are no less offenders than their brethren in other 
professions and trades. We would be very glad to 
have an expression of opinion from the readers of 
this magazine as to the extent to which accountants’ 
reports consist on the one hand of generalities, and 
on the other hand of monotonous, uninteresting state­
ments and conclusions.
We often wonder why our reports are not highly 
prized and more generally followed. Is it not often 
due to the fact that our accountants fail to get defi­
nite, specific information and facts, and from the 
further fact that as reviewers of reports, as prepared 
by our accountants, we drop in the safe habit of in­
sisting that our accountants follow stereotyped forms 
and the usual conclusions ?
The advertising profession has devoted great effort 
and much time to the study of presentation of facts. 
Many of us, if our time is limited, find as much en­
joyment in looking over well prepared and well illus­
trated advertisements as we do in reading the stories 
written by the highest priced authors in the country.
Will not the time come when accountants will have 
to give more thought and time, first, to make certain 
that the entire story back of each audit is known; and 
second, in the presentation of the said story, as re­
corded by the books of our clients, in such a way as to 
be interesting and attractive, as well as sound and 
true ?
There is romance in every business, and it is too 
bad that this romance has to be flattened out and run 
through the common mold of an accountant’s office 
before it can be presented to the directors and the 
stockholders.
FRANK WILBUR MAIN.
NEW YORK LEGISLATION
OUR readers, especially those in New York State, will be interested in the reading of two reports 
which we carry in this issue.
The report of the Legislative Committee of the 
New York State Society of Certified Public Account­
ants, which report was made at the annual meeting 
of that Society on May 10th, appears on page 195, 
signed by the Chairman of the Committee, P. W. R. 
Glover. On page 204 will be found the report dated 
June 3, 1926, of Perley Morse, the Chairman of the 
Accountants Legislative Conference of New York.
These two reports are independent as to the 
activities of the two bodies, their views having 
clashed on recent legislation in New York. We be­
lieve that the publication of these two reports, and a 
further discussion of the whole question, will aid and 
hasten the final settlement of this legislative question.
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Report of Legislation Committee, 1925-1926
To the Officers and Members of the 
New York State Society of Cer­
tified Public Accountants:
The Legislation Committee sub­
mits for your consideration its re­
port for the year 1925-1926, as fol­
lows :
Your Committee commenced 
work early in October and reported 
at the all-day meeting of the So­
ciety, held October 14,1925. After 
full discussion of this report it was 
unanimously accepted and the fol­
lowing is a quotation therefrom 
giving your Committee’s recom­
mendations at that time :
“In conclusion, your Committee desires 
to ask the Society for its approval of the 
policy that they recommend this year, 
of expending its efforts upon the modifi­
cation and improvement of the present 
Certified Public Accountant law, setting 
aside, for the time being, the question of 
restrictive law, having in mind also that 
your Committee would keep actively in 
touch with any measures that might be 
brought up by accountants from the out­
side and with the further thought that 
should any such bill be proposed by some 
agency outside of the official channels of 
the Society, its consideration might have 
to be given as to whether or not the So­
ciety would stand back of such proposed 
legislation.”
In accordance with the wishes 
of the Society, as indicated above, 
a bill was prepared, modifying and 
improving the present C. P. A. 
Law. The bill, known as “The Cu- 
villier Bill,” was introduced in the 
Assembly March 30th, last. It was 
non-restrictive; it provided an in­
crease in the Board of Examiners 
from three to five; more liberal 
terms for reciprocity with other 
States; more rigorous penal pro­
visions ; and much needed increased 
power to the Regents in the revoca­
tion of the Certified Public Ac­
countant Certificate.
Meanwhile, the Accountants’ 
Legislation Conference, headed by 
Mr. Perley Morse, had prepared a 
bill almost identical to the Phelps- 
Downing Bill of 1925, which was 
introduced and known as “The 
Hutchinson-Downing Bill.”
Your Committee, in co-operation 
with the Directors and Officers of 
the Society, actively opposed its 
passage on the ground, among 
other things, of its probable un­
constitutionality. At the meeting 
of the Society, held April 12th, last, 
this action was unanimously ap­
proved by the members present in 
the following language:
“Resolved, That we approve the action 
of the Board of Directors and the Legis­
lation Committee in opposing the Hutch­
inson-Downing Bill and in having intro­
duced the Cuvillier Bill.”
Your Committee, in preparing 
the Cuvillier Bill, had freely con­
sulted with Dr. Augustus S. Down­
ing, of the State Education De­
partment, and had looked forward 
to his support. While it  is true 
that the State Education Depart­
ment spoke in the highest terms 
of the Cuvillier Bill, nevertheless 
it is also a fact that Dr. Downing 
worked for the passage of the 
Hutchinson-Downing Bill on the 
ground that this bill had the sup­
port of his department in 1925 and 
he did not see any reason for with­
holding his support of the same bill 
in 1926. It was only after strenu­
ous work by practically our entire 
membership that the Hutchinson- 
Downing Bill was defeated in the 
Assembly by a vote of 81 to 49. 
Unfortunately “The Cuvillier Bill” 
was not reported out of committee.
Your Committee feels that the 
Certified Public Accountants of 
New York have passed successfully 
through a crisis in legislation mat­
ters this year, but it is still evident 
that many accountants have not 
given up the hope of securing a C. 
P. A. certificate without examina­
tion and without meeting the pre­
liminary academic requirements. 
That the fight to protect the C. P. 
A. degree is still on, is shown by a 
quotation taken from a letter dated 
27th of April, sent out by the Ac­
countants’ Legislation Conference 
to its members, as follows:
“While it is true that our measure did
not pass, we are by no means defeated, 
and intend to press forward with renewed 
vigor and again introduce our bill in next 
year’s session of the Legislature, if such 
procedure is found acceptable to all 
members of our Conference.”
Bearing in mind the determina­
tion of the uncertified accountant 
in the State to reopen the waiver 
clause, your Committee recom­
mends that, for the next year at 
least, the Society should not at­
tempt any new legislation further 
than sponsoring a bill that would 
improve the present C. P. A. Law. 
As your Committee sees it, the So­
ciety is in the position, at this time, 
of fighting to maintain the present 
high standard of the Certified Pub­
lic Accountant in the State and 
must bend its efforts to that pur­
pose and that alone for the time 
being. Your Committee believes 
that the introduction next year of 
a so-called “Two Class Bill” would 
be unwise, in view of the work that 
has already been done with the 
legislature on behalf of the Cuvil­
lier Bill.
It is interesting to note that the 
type of restriction covered by the 
Hutchinson-Downing Bill was op­
posed this year not only by the 
New York State Society of Certi­
fied Public Accountants, but by 
practically all accredited account­
ants practicing in and without this 
State, as represented by the Amer­
ican Institute of Accountants and 
the American Society of Certified 
Public Accountants. Your Com­
mittee feels that it is desirable in 
matters of legislation to seek at 
all times the support of accredited 
accountants throughout the coun­
try, represented by the two Na­
tional Societies, and recommends 
that successive committees co­
operate so far as practicable with 
such National bodies in matters of 
future legislation.
The support the Society received 
from the National Associations this 
year for the first time, through 
their representation at the hearing 
(Continued on page 224.)
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F IF T H  A N N U A L  C O N V E N T IO N  H O T E L
Septem ber 23 and 24, 1926 
WASHINGTON, D. C.
H P  HE Committee appointed by the  D istrict of Co­
lum bia In stitu te  of Certified Public Account­
an ts , who will be hosts to the  F if th  Annual Conven­
tion of the  Am erican Society of Certified Public Ac­
countants when it  convenes in W ashington, D. C., on 
Septem ber 23 and 24, have selected the  W ardm an 
P a rk  Hotel as the  place of m eeting.
The m em bers of the  Society will find the  W ardm an 
P a rk  an ideal Convention Hotel. I t  possesses the  
facilities and atm osphere th a t  assure convention 
success.
The hotel is situated  on one of the  h ighest points 
o f W ashington, overlooking Rock Creek Park , and is 
b u t ten  m inutes ride from  the  W hite House and 
th e  downtown section of the  city.
I t is completely encompassed by woodlands. I ts  
six g rea t wings extend in as m any directions, w hich 
m ake every one of its  guest room s an outside room.
The hotel facilities fo r sports are  excellent. T he 
lover of horses, the  devotee of tennis, the  swim m ing 
enthusiast, and the  m otorist are  all afforded the  ad­
vantages of convenient equipm ent fo r the  pu rsu it o f 
th e ir  favorite  sport. There are  thoroughbreds in th e  
W ardm an P a rk ’s own stables fo r rid ing in Rock Creek 
Park , which has tw enty-four miles of bridle p a th s  
from  which to choose, and the hotel’s open-air swim­
m ing pool is w ithout an equal.
The m em bers who come to W ashington in th e ir  
cars will find ample car facilities in the  hotel garage, 
which is of 500 car capacity.
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“The Progress and Problems of Business Edu­
cation in Colleges and Universities”
I T is strange to say th a t  only in recent years have colleges and 
universities of collegiate grade 
taken  up education along commer­
cial lines. I say it  is strange be­
cause the United S tates of Am er­
ica from  its early  days has been a 
commercial nation and the  Am eri­
can people a  commercial people. 
One would have guessed th a t  being 
commercial in  our everyday life, 
our first step  in th e  direction of 
research  and study would have 
been along commercial lines. B ut in 
th a t  respect men of commerce and 
business have been outdistanced 
by th e ir  contem poraries in o ther 
professions. The medical profes­
sion, the  law profession, the  dental 
profession and o ther professions 
have fo r several years, been stud­
ied in the  colleges and universities, 
b u t the study of business and com­
merce is a very recent th ing.
Business a  Profession—No.
I believe th a t  i t  is pertinen t a t 
th is  point to  ask why th is  is so. 
The answ er m igh t be in the  ques­
tion, is a business a  profession? I 
was tau g h t in one of our largest 
universities th a t  business is a pro­
fession. A t the  sam e tim e I hear 
th e  professional accountant say 
th a t  accounting is a profession. Is 
i t  possible to have a  profession 
w ithin a profession, or is i t  th a t  
accounting is a profession w ithin 
the  general field of business adm in­
istra tio n ?  I believe th a t  business 
is  not a profession in itself, and 
th a t  accounts fo r its  slow develop­
m ent along lines of education. I t 
is composed of too m any special­
ized professions to be anything 
o ther th an  a general field. Its  
heterogenous composition is illus­
tra ted  by the  fac t th a t  we have the 
professional accountant, the  pro­
fessional advertising man, the  pro­
fessional salesman, and the  pro-
B y P R O F E S SO R  H A R O L D  G. CUT- 
RIG H T, D epartm ent o f  B u sin ess A d ­
m in istration , V irg in ia  P o ly tech n ic  In ­
stitu te .
Address delivered before the V irginia 
Society of Public Accountants on May 
29th, Richmond, Virginia.
fessional industrial engineer. Each 
of these groups designates itself 
as a profession. The same situa­
tion prevails in the  field of engi­
neering. We have mechanical en­
gineers, civil engineers, electrical 
engineers, and agricultural engi­
neers, ye t we are fully aware of 
the  fac t th a t  the  applied activities 
of each of these groups are  very 
m uch different in technicalities, 
in m ethods of approach, and 
the  type of education required for 
them .
Now, why have I spent so much 
tim e in try in g  to  determ ine w heth­
er or not business is a profession? 
I t  would be impossible fo r me to 
tell m y experiences in  teaching 
business subjects unless you a t 
first understand w hat it  is th a t  we 
are try ing  to teach.
Beginning of Business Education.
In the  beginning of business edu­
cation the old tim e educators faced 
the  problem of try in g  to define 
w hat it was th a t  they  wanted to 
teach about business. They were 
practically lost because of the  va­
rie ty  of activities in the field. It 
was a very sudden change from  the 
old classics to a new field which 
they  knew bu t very  little  about; 
and w hat is more, they  didn’t 
have anyone to tu rn  to  fo r infor­
m ation. The business m an was 
too busy to  be bothered, and he 
did not know any too m uch about 
the  subject anyway. W hat he did 
know he could not tell them  because 
proverbially, he was a m an of ac­
tion, and not a m an of words.
Differences in Nom enclature.
I suppose you have noticed th a t  
schools of business adm inistration, 
like the  accounting profession, have 
a g rea t m any names for the  same 
th ing. The o ther day a m an asked 
me to  tell him  the difference be­
tween a School of Accounts and 
Finance, and a School of Business 
O rganization and Operation. Now, 
w hat is the  difference? I did not 
know. No one does. We have 
Schools of Commerce, Schools of 
Business A dm inistration, Schools 
of Accounts and Finance, D epart­
m ents of Commerce and Adm inis­
tra tion , D epartm ents of Journalism  
and Commerce, and D epartm ents 
of Business Organization and Op­
eration. None of these names con­
vey to the  average laym an ju s t  ex­
actly  the  same thing. A varie ty  
of courses have been included un­
der these different heads, and dif­
feren t m ethods of teaching are em­
ployed. The courses also vary  as 
to content, and no one is in agree­
m ent as to  w hat should be included 
in the  curriculum. One leading 
university  advocates the  “case sys­
tem ,” while ano ther university  of 
equal im portance in the  field of 
business education declares the  
“case system ” im practical fo r 
teaching purposes. So you see th a t  
business education is still very 
much involved in the  process of 
evolution. And w hat we have to­
day m ay not be w hat we will have 
tomorrow, so fa r  as the curriculum  
is concerned.
Types of Schools of Business Ad­
m inistration.
I hesita te  to classify schools of 
business adm inistration, because 
any such classification m ust be 
comprehensive in its  very nature. 
In general there  are two m ain 
types :
1. T ha t type which tra in s  fo r 
one specific line of activity.
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2. T hat type which tra in s  fo r all 
fields w ith  emphasis on the  devel­
opm ent of m anagerial ability.
The first type has been developed 
m ost extensively in the  city where 
there  is a demand fo r specialized 
tra in ing  along a particu lar line. 
The younger men in the  offices of 
large corporations demand tra in ­
ing along the  lines in  which they 
are  interested. The direct resu lt 
of th is  demand is th e  downtown 
n igh t school of the city university  
offering its  varie ty  of courses in 
accounting, finance, m arketing, 
salesmanship, advertising, sales 
m anagem ent, business law and oth­
e r subjects. The second type is 
th a t  one which tra in s  fo r all fields, 
giving no special emphasis to any 
one, b u t hopes to develop in the  
studen t the  broad perspective of 
th e  general m anager. I believe 
th a t  the  tendency of business edu­
cation is tow ard the la tte r  type of 
school. This belief is supported by 
th e  increasing emphasis laid upon 
th e  m anagem ent viewpoint in the  
te x t m aterial and subject m a tte r  
used in the  various university  
courses in business adm inistration. 
This belief is fu rth e r  supported by 
th e  tendency tow ards fou r full 
years fo r undergraduates, and the  
use of m any subjects in the  curri­
culum which form erly belonged to 
th e  liberal a rts  school. Thus, i t  is 
hoped to give the  studen t a  broad 
general background, and leave him  
to  choose the  particu lar line of bus­
iness he cares to  en ter a fte r  he has 
le f t  his undergraduate school. This 
will lead, I believe, to the  develop­
m ent of more specialized graduate 
schools th an  exist a t present, be­
cause it  will be necessary to  fu r ­
n ish  some tra in ing  in  the  chosen 
field a fte r  the  student leaves h is 
undergraduate course.
P a r t  of Accounting in Business
Education.
Since I am  speaking to a  society 
of accountants and not a ltogether 
to  a  group of business educators, 
you perhaps are  about ready to ask 
m e ju s t  w hat p a rt  accounting is  
going to play in th is  discussion. I 
am  ju s t now coming to  th a t.
A little while ago I said when the 
“old tim e” educators s ta rted  to form  
a business school curriculum  they 
did not have any place to go fo r 
subject m a tte r  or inform ation. I 
will take some of th a t  back now by 
way of qualification. There were 
two fields of study closely allied to 
business which had been developed 
some a t th a t  tim e, namely, ac­
counting and economics. Quite 
naturally , the  educators tu rned  to 
these fields fo r subject m atte r, and 
as a  resu lt accounting still plays 
by fa r  the  m ajor role in the  curri- 
culums of m ost colleges and uni­
versities where commerce is being 
taugh t. Too often, however, m ak­
ers of the  first college curriculum s 
in business, e ither got too m uch ac­
counting in the  curriculum  fo r the  
average general student, or m is­
placed it so th a t  the  student was 
forced into accounting before he 
was really ready fo r the  subject. 
About th is  I will have more to  say 
when I come to  a specific discus­
sion of the  accounting course which 
I am  now teaching.
Courses in Accounting and M eth­
ods of Teaching.
Our course in accounting covers 
two full years of th ree  term s each, 
and a th ird  term  of cost accounting 
in the  senior year. The tim e allotted 
to accounting is the  in teresting  fea­
tu re  in our curriculum . Students 
are required to a ttend  two lectures, 
one hour in length, each week. A t 
th is  tim e the  theory  and principles 
together w ith  illustrative problems 
are discussed. Then in addition 
two two-hour laboratory periods 
are required. This laboratory work 
is personally supervised, and each 
student is required to  complete a 
practice set. In the  second year, 
practice work is used in the  labo­
ra to ry  which consists of C. P. A. 
problems.
Now, regard ing  the  second year, 
more specifically, in each of the  
th ree  term s of th a t  year A uditing 
is given the  first te rm ; Advanced 
Accounting the  second term , and 
C. P. A. Problems the  th ird  term . 
I t has been m y aim  all the  tim e to 
m ake th e  second year entirely  pro­
fessional in nature. I have consis­
ten tly  placed emphasis upon th e  
preparation of sta tem ents and 
th e ir  general make-up.
In th e  A uditing course, W ork­
ing Papers are  used to illustrate  a  
professional audit program  which 
is followed all the  way through. By 
th a t  I m ean th a t  the  student ac­
tually  m akes up a set of W orking 
Papers such as would be used in a  
Balance Sheet A udit of a  m anu­
fac tu ring  concern, and out of the  
inform ation found in these W ork­
ing Papers an A uditing report is 
constructed. I  realize th a t  in  
talk ing  to  a group of professional 
accountants I am more or less like­
ly to  create a smile if  I insinuate 
th a t  practical auditing can really 
be tau g h t to a  class. I will agree 
th a t  there  is no standard  audit pro­
gram  capable of application to  all 
businesses, bu t i t  is m uch b e tte r  to 
give the  studen t some idea of the  
general m ethods used in auditing 
th an  to  tu rn  him  out w ith  none.
You m ay be in terested  in know­
ing ju s t how m uch a tten tion  I give 
to  preparing  the  students fo r th e
C. P. A. exam inations. A g rea t 
deal of em phasis is given to  th a t  
feature . In the  Advanced Ac­
counting and C. P. A. Problem  
courses all th e  standard  s ta te ­
m ents are covered thoroughly.
Em phasis on Passing the  C. P . A..
Exam inations.
D uring the  second year, an a t­
tem pt is made to  teach the  student 
how to  actually pass the  sta te  ex­
am inations fo r the  certificate. The 
m ethod of approach to th e  exami­
nation, th e  analysis of the  ques­
tions, into component parts , th e  
proper use and th e  apportionm ent 
of tim e during the  exam ination, 
the  preparation of neat solution, 
th e  proper form  of th e  various 
statem ents, and the  adapting of 
oneself to  different situations such 
as are  presented in m ost s ta te  ex­
am inations, are  given especial em­
phasis and drill. We cover all th e  
standard  form s of sta tem ents to ­
gether w ith th e ir  working papers. 
The following list will give you 
some idea as to  th a t :
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1. S tatem ent of Application of 
Funds.
The im portance of th is s ta te ­
m ent can not be brought ou t too 
clearly. I t  is the  auditor’s tool in 
explaining th e  financial changes 
th a t  have taken  place in a  client’s 
business fo r th e  period under re ­
view. Any student having an ad­
vanced course in  accounting should 
understand th is  s ta tem en t th o r­
oughly.
2. Consolidated Balance Sheet 
preparation.
3. Consolidated Income Sheet 
preparation.
4. S tatem ent of Affairs.
5. Sum m ary Charge and Dis­
charge S tatem ent in  E s ta te  Ac­
counting.
6. S tatem ent of Realization and 
Liquidation.
You m ay be in terested  in know­
ing ju s t  how we do th is  work. I shall 
explain. You know, or a t  least I 
take  i t  th a t  you know, in m ost C. P. 
A. exam inations tim e is a very, very 
im portan t factor. A student is ex­
pected to  complete th e  problem 
w ithin  the  tim e lim it assigned to 
him, and to hand in his solution 
when th e  tim e is up. The first tim e
I tried  th is  out on a  second-year 
class no one got anyw ays near a 
complete solution. Some got off 
to  a good s ta r t, bu t made an a r ith ­
m etical e rro r which stopped them . 
O thers m issed the  problem decid­
edly as to the  principle involved. 
A t th is  point I gave them  a lec­
tu re  suggesting th a t  a  solution as 
to principle was the  m ost impor­
ta n t  thing. Upon th is  point some 
of you m ay not agree w ith  me, bu t
I have continually emphasized th a t  
when a  long in trica te  problem in­
volving a  g rea t m any different 
principles was presented fo r solu­
tion, it  is b e tte r  to  sail r ig h t on 
through  the  problem and try  to 
cover the  principles, even though 
in the  end your tria l balance, or 
balance sheet, does not check out 
exactly as to  th e  arithm etical ac­
curacy. In th a t  connection, I 
sought the  opinions of a  num ber 
of practicing C. P. A.’s last sum ­
m er on th is  very  point, and they, in 
nearly every case, gave it  as the ir
opinion th a t  an applicant should 
try  to cover th e  problem as to  prin­
ciple and not spend too m uch tim e 
try ing  to  chase down m inor cleri­
cal errors. Now, please do not get 
the  impression th a t  I do not em­
phasize accuracy as im portant, be­
cause I do, b u t th a t  accuracy alone 
should not hold the  student or ap­
plicant up from  passing th e  entire 
examination, or from  covering the 
principles involved. If any of you 
have different opinions along th is 
line. I invite them , and would be 
glad to discuss th is  point w ith  you 
when I am  through.
Reasons for So Many Failures.
One em inent p ractitioner in a 
large southern  city told me last 
sum m er th a t  he believed th a t  the  
m ain reasons why so m any of the 
applicants fail the  C. P. A. exami­
nations were, in order of th e ir  im ­
portance, as follow s:
1. Failure to cover the  princi­
ples involved in problem.
2. Failure to properly apportion 
time.
3. Lack of accuracy under the 
stress of competition.
4. Inability to  present neat and 
readable solutions.
These points are  recognized by 
us to be very im portant, and s tu ­
dents are  drilled in such a way as 
to cover them .
P reparation  of A uditing Reports.
A nother im portan t p a rt  of our 
work in the  second year comes in 
the  practical auditing course. I 
believe I m entioned to you th a t  an 
auditing report m ust be w ritten  
from  da ta  obtained from  the  W ork­
ing Papers. In th is  report special 
atten tion  is given to the  use of 
good English, and the  proper way 
of m aking comments. In o ther 
words, th e  student is tau g h t th a t 
there  are  good ways and bad ways 
to m ake a comment in an auditing 
report. The student is tau g h t th a t 
an auditing report should be some­
th ing  more th an  a m ere jum ble of 
figures, bu t should explain in a sa t­
isfactory  way the  m ain changes 
which have taken place during the  
period under review. A t th is  point 
it is necessary to m ention th a t  in
certify ing  and qualifying a balance 
sheet and income statem ent, the  
case m ethod is used to illustrate  
the  proper way to do this. U nfor­
tunately , not enough practical cas­
es are in use today to illustrate  to  
the  student the  proper m anner of 
m aking certifications and qualifi­
cations.
Cost Accounting.
As to the  work in cost account­
ing I shall pass briefly over th a t. 
One te rm  is devoted to  Cost Ac­
counting in th e  Senior year. Nine 
hours are  allowed fo r th is  course 
for which the  student gets five 
hours credit. I t  is prim arily  a  lab­
oratory  course. Each student is 
required to work through  a com­
plete cost system  which includes 
all the records commonly found in 
a  well - established m anufacturing 
enterprise w ith a strong  system  of 
in ternal check.
Problem s in Teaching Accounting.
I suppose, like every o ther peda­
gogue, I have an unusual num ber 
of difficult problems confronting 
me in th e  teaching of accounting. 
One of these which is particularly  
annoying comes up in the  first 
year. Our students do not s ta r t  
th e ir  accounting work until the 
second year, and i t  is then  th a t 
trouble begins w ith the  account­
ing.
In th e ir  second year in col­
lege m ost beginners in account­
ing lack a knowledge of busi­
ness term s. Very ordinary 
th ings like calculation of in terest, 
discounting of notes, handling of 
th ree  p a rty  drafts, or bills of ex­
change are  fo r the  m ost p a rt per­
fect Greek to  them . One student ac­
tually  could not calculate how much 
in te rest th ere  would be on $100 for 
six m onths a t 6%. This in p a rt, I 
a ttr ib u te  to th e ir lack of satisfac­
to ry  h igh school train ing, and 
in p a rt  to  the  misplacing of ac­
counting in the  college curriculum  
to which I will re fe r later. I t  suf­
fices fo r me to say, however, th a t  
fo r the  first th ree  m onths of an 
accounting course fo r beginners, 
th e  accounting teacher has to 
teach not only the  principles in­
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volved, bu t also a  varie ty  of term s 
which normally are  a ttached  or be­
long to  o ther lines of work in the  
school curriculum. I  m ust say 
th a t  he should not have to  do th is 
if  everything along the  line was 
handled satisfactorily.
The M isplacing of Accounting.
The misplacing of accounting in  
th e  college curriculum  is another 
th in g  which causes the  teacher of 
accounting as well as the  student 
m uch grief. The accounting in­
struction in  our departm ent s ta r ts  
w ith  the  sophomore year, and con­
tinues through  th e  jun io r year, bu t 
only one term  of cost accounting is 
given in th e  senior year. This being 
the  final year i t  seems to  me th a t  
it  should contain the  heaviest work 
in accounting fo r those students 
who expect to  en te r the  accounting 
profession. The student would be 
b e tte r  prepared and the  subject 
would be fresh  in  his mind. I t 
would be ju s t  as well, therefore, to 
hold back th e  accounting work un­
til th e  jun io r year, when th e  s tu ­
dent would be m ore prepared to 
take  the  subject because th e  gen­
eral tra in ing  which he has received 
in th e  p ast two years would be a 
g rea t help. I t  would help him  to 
a b e tte r  knowledge of business 
term s and practices which are  not 
usually understood in th e  begin­
ning course of accounting. I t 
would certainly relieve th e  burden 
of th e  accounting teacher in m any 
cases if  changes were made, and 
the  accounting course would be 
m uch more in teresting  fo r th e  be­
ginner.
Accounting Allotted Too Much Im­
portance.
Again, all students w ith us are 
required to  take the  en tire  course 
covering two full years. There 
are  no exceptions, or electives. All 
students who expect to receive 
th e ir  degree m ust complete two 
years of accounting and one term  
of cost accounting w hether or not 
they  expect to  en te r the  account­
ing profession. This is an unfor­
tu n a te  situation w ith  us. I t  be­
comes very difficult fo r th e  ac­
counting teacher to  handle. F o r 
instance, a  studen t expecting to 
en te r advertising does not need the 
necessary drill to  prepare him  for 
the  C. P. A. exam inations. This 
situation  does not prevail in all 
schools, bu t i t  does w ith  us. The 
only possible reason fo r th is  m is­
take  on th e  p a rt of the  college au ­
thorities having to  do w ith  the  cur­
riculum, is the  fac t th a t  th e  work 
is so new th a t  they  haven’t  had 
tim e to  ad ju st the  work to su it the  
students.
Still again, m any students are 
not naturally  adapted to  th e  study 
of accounting, and I am  of the  opin­
ion th a t  such students should not 
have the  subject forced down th e ir  
th ro a ts  in p ro test, any m ore th an  
a studen t of journalism  should be 
required to  study  m athem atics. In 
th is  respect we were particularly  
unfortunate  in the  beginning of 
th e  work in  business adm inistra­
tion two years ago. I t  w as a new 
th ing , and like any o ther novelty 
a g rea t m any students were a t­
trac ted  from  o ther departm ents to  
ours in  the  hopes th a t  th ey  would 
find a panacea fo r th e ir  ills. As a 
result, our classes were soon loaded 
down w ith  students no more fitted 
fo r th e  study of business adm inis­
tra tio n  th an  th e  ordinary  m an or 
woman to fly an aeroplane, and I 
expect th a t  the  establishm ent of 
o ther schools of business and com­
merce in o ther colleges and univer­
sities were attended by the  same 
evil.
W hat actually happens is th is. 
S tudents fall down in th e  second 
year ju s t  as soon as they  strike  
accounting. I t  is too m uch fo r 
them . And th a t  course serves to 
weed out the  unfit in a  m ost dras­
tic  m anner. And even though a 
student should pull th rough  the  
first year he would face th e  prob­
lem of passing the  second year 
which in m any respects is even 
more d rastic  than  the  first. This 
leads me to a  very  im portan t con­
clusion, in  no case should students 
of business adm inistration be re ­
quired to  take  more th an  one year
of accounting unless i t  is th e ir  in­
tention to  m ake accounting th e ir  
chosen life’s work. The direct re ­
sult of our tw o-year requirem ent 
fo r all students is th a t  if  we m ake 
the courses professional in  natu re  
which we have done in the  past, a 
g rea t m any students would never 
be able to  ge t th e ir  degree. I t  has 
bad resu lts  from  another stand­
point. I t  gives th a t  prospective 
business m an who intends to be 
som ething o ther th an  an account­
an t a  wrong impression of account­
ing and a  dislike fo r the  profes­
sion. I t  also tends to lessen the  
respect of the  studen t fo r account­
ing and accounting work in th e  
business world.
A nother observation I have to  
m ake a t  th is  point is th a t  students 
who, by th e ir  very  natu re , are  
fitted to m ake good salesmen, or 
advertising experts are  rare ly  in­
terested  in accounting. A teacher 
usually can spot th a t  type of s tu ­
dent ju s t  as soon as he comes into 
class. He dislikes the  detail, com­
plains of the  hard  work, and says 
th a t  i t  is tedious. He considers it  
very  much in th e  same ligh t as 
m athem atics, and it  has also been 
m y observation th a t  m ost college 
students dislike m athem atics, or 
anyth ing  th a t  has to  do w ith  fig­
ures. This, in m any cases, has been 
b rought about by poor teachers of 
arithm etic  somewhere in the  grades 
or h igh  school. I know th a t  was 
m y experience. The type of s tu ­
dent referred  to  above usually 
drops out of accounting a t  the  end 
of the  first term . The m ortality  
table in  our first-year class runs 
p re tty  high. Ju s t  to  give you an 
idea, in our first-year accounting, 
th is  year we s ta rted  out w ith 88 
students, all regu lar college sopho­
mores, bu t by the  end of the  first 
term  we had reduced the  class to  
67, and by the  th ird  term  only 50 
remained.
Poor U se of English.
A final problem which confronts 
more particularly  teachers of gen­
eral subjects in business adm inis­
tra tion  ra th e r  th an  accounting
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teachers, is the  very poor use of 
th e  English language among col­
lege students. I a ttr ib u te  th is  al­
m ost entirely  to the  inadequate 
tra in ing  given in English in h igh 
schools, and to  the  present system  
of teaching English in m any of our 
colleges and universities. Sentence 
construction is often so awkward 
and poorly pu t together th a t  a 
teacher reading a s tuden t’s paper 
cannot get its  tru e  meaning. Then, 
o ften  the m ost ordinary  words are 
misspelled, and th is  is a th ing  the 
business m an is very quick to ob­
serve, and criticise, too. Students 
of English today are  rarely  taugh t 
the  business style of w riting. They 
are  tau g h t more from  the  appre­
ciative standpoint, or from  the  de­
velopment of style. As a result 
while a form al business report 
when w ritten  by the  average col­
lege g raduate  m ay contain beauti­
ful words, and flowing phrases yet 
i t  will fail u tte rly  to  convey the 
real m eaning in concise term s 
which the  business m an demands. 
This is a  big problem fo r the  busi­
ness educator to overcome. I t  is 
th e  th ing  th a t  college m en will have 
to  overcome if they  are  to  make the  
r ig h t kind of an impression on the 
prospective employers. Horace 
Greeley once pu t out a sign “Men 
W anted,” and down below he added 
som ewhat in these words “College 
g raduates and paupers need not ap­
ply.” The reason fo r his action was 
the  so rt of th ing  m entioned above, 
and i t  should not occur if the  col­
leges and universities would m eet 
the  real needs of th e ir  students.
Qualifications of Accounting
Teachers.
In closing, I desire to set fo rth  
a few comments on th e  qualifica­
tions of accounting teachers. You 
m ay not agree w ith  me on some of 
these points, bu t I believe you will 
on m ost of them .
I believe th a t  secondary only to 
a sound knowledge of the  subject, 
the  teacher of accounting should 
possess a  strong  personality. He 
should have the  ability  to  enthuse 
the  students over the  subject and 
to keep them  sold in regard  to  it.
He should teach his students and 
set the  example th a t  selling, or 
salesmanship, is a potent fac to r in 
the  life of the  successful practicing 
accountant. In o ther words, he 
m ust “know his goods” and be able 
“to create a  value” fo r them . The 
accounting teacher especially in 
teaching the practical phase of aud­
iting, should emphasize the  impor­
tance of tac t in dealing w ith 
clients. Many a client has been 
lost because the  auditor was not 
tac tfu l in handling his engagem ent. 
The accounting teacher m ust be a 
good m ixer. He m ust be capable 
of touching the hum an in terest side 
of his students. Some teachers I 
have had were exceedingly poor in 
th a t  respect. Finally, he should 
teach the  im portance of good dress, 
not necessarily gaudy dress, good 
m anners, politeness, deference w ith 
dignity  to superiors, and a s tra ig h t 
forw ard m ethod of dealing w ith 
clients.
The C. P. A. Certificate as a  Quali­
fication.
As a parting  rem ark, I believe 
th a t  the  accounting teacher in all 
colleges and universities devoting 
as m uch as two years to  account­
ing tow ard a degree, should be a 
holder of the  C. P. A. certificate in 
a  s ta te  where the  standards are 
recognized as high. This is true  
already in m ost of the  larger uni­
versities, bu t not tru e  of the  small­
er ones. The C. P. A. certificate 
should be a substitu te  fo r the  
degree of Doctor of Philosophy 
in the  case of accounting teach­
ers, and i t  should be so rec­
ognized by those employing ac­
counting teachers. This would 
serve to  raise the  level of educa­
tion tow ards the  public accounting 
profession, and would place the  col­
lege m an on a be tte r footing w ith  
those engaged in actual practice 
when he leaves college. I t  is true  
th a t  public accountants are tu rn ­
ing more and more to  the  college- 
tra ined  man. I t  is observed th a t 
the  A m erican In stitu te  of Account­
an ts recently established a Bureau 
of Placem ents fo r college gradu­
ates in terested  in accounting as a
fu tu re  profession. I t is evident, 
therefore, th a t  th is  society believes 
in the  college-trained m an in ac­
counting the  fu tu re  of its  profes­
sional personnel.
Endowment of Chairs of Account­
ing in Colleges.
N aturally , the  problem of com­
pensating men of C. P. A. capacity
(C ontinued  on p ag e  203.)
WHOSE BUSINESS
A dam s Im p ression s
F ea r of a libel su it keeps us from  
m entioning th is  particu lar au to­
mobile accessory supply house by 
name. B ut it  is by no m eans the 
sm allest in town.
We entered its  doors confidently, 
w ith  a whole dollar and the  de­
term ination to go hence w ithout 
said dollar bu t w ith a canvas roll 
in which we m ight sequester au­
tomobile tools. The emporium was 
(sorry) ju s t  out of them. More 
would be there  in a few days.
We asked the  young salesman if 
he would take  our name and ad­
dress and phone us when said can­
vas rolls came in. He did so, w ith­
out enthusiasm . We explained th a t 
if he would call us up and tell us, 
we would come around and p a rt 
w ith  our dollar.
“Well, I ’ll tell you,” said the  
obliging one, “Maybe you’d b e tte r  
phone us.”
“B ut we m ight phone every day 
fo r a week. If  you phone, one call 
will do the  work,” we objected.
“B ut I m ay fo rget,” he pleaded. 
“Moreover, you know th is is a m at­
te r  in which you are more in te r­
ested than  we are .”
W hereupon we are afra id  we 
sta rted  a little, said “Oh” gently, 
like th a t, and went to another ac­
cessory store (not so large) and 
parted  w ith  our dollar.
Of course a dollar isn’t  so m uch 
— still, even large accessory houses 
like ’em. B ut we have to wonder 
w hether ju s t a little  of the  money 
spent in advertising, m ight not be 
applied to  a course of instruction 
to  obliging, if  forgetful, clerks, as 
to  th ings b e tte r  left unsaid?
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Government Accounting
GOVERNMENTS are constant­
ly increasing th e ir  services 
to the public in compliance w ith 
the  demands of the  electorate. 
This increased service necesarily 
causes a  h igher cost of govern­
m ent operation. The public is not 
nearly so desirous of having taxes 
increased as it is of securing more 
service from  the  Government. In 
fac t th e  public holds quite the  
opposite view. These conflicting 
considerations require th a t  the  
Government Officials m ake every 
dollar do as much work as pos­
sible. The best way to  insure th a t 
the  taxpayer’s money shall be 
wisely used is the  installation of 
adequate accounting m ethods. In 
the  problem of securing economi­
cal financial m anagem ent in Gov­
ernm ent the  accountant can per­
form  a m ost valuable civic func­
tion. The accountants have al­
ways shown them selves to be pub­
lic spirited and there  is no doubt, 
w hatsoever, th a t they  will assist 
in every way possible to increase 
the  purchasing power of the  tax  
dollar w hether it  be spent for 
property, supplies or services. The 
present divergence of accounting 
system s in S ta te  and City Govern­
m ents shows a need fo r a study of 
the  problem of uniform ity.
The first step in securing uni­
form  accounting m ethods in Gov­
ernm ents is fo r the  accountants to 
agree among them selves as to the  
fundam ental da ta  which are  neces­
sary  fo r economical adm inistra­
tion. Once agreem ent is reached 
as to  the  data  which the  adm inis­
tra tiv e  officers, the  legislature and 
the  public need the  problem of in­
stalling or ad justing  system s to 
produce th is  uniform  da ta  will be 
g rea tly  simplified.
This series of articles has been 
w ritten  w ith  the  idea of assisting  
th e  accountants to  come to  an 
agreem ent as to the  da ta  which 
the  governm ent accounting sys-
B y JO H N  B. P A Y N E , C ertified P ublic  
A ccountant, W ash in gton , D. C.
tem s should produce. Comments 
and suggestions on th is  subject are 
invited. Address the  au tho r a t 26 
Jackson Place, N. W., W ashington,
D. C.
Analysis of the  Problem  of F inan­
cial A dm inistration
The operation of the  financial 
system  is  one of the  m ost impor­
ta n t  tasks th a t  confronts the  pub­
lic adm inistrator. If  the  financial 
system  is to  be properly operated 
i t  is essential th a t  a  modern sys­
tem  of accounting and reporting 
be employed. The inform ation 
furnished by an adequate system  
of accounting and reporting  is a 
m ost valuable aid to  the  adm inis­
tra tiv e  officials in conducting the 
work of th e ir  organizations in an 
economical and efficient m anner. 
Also, the  inform ation developed 
by the  accounting system  is a guide 
to the  legislature in form ulating 
policies and to the  public in hold­
ing both th e ir  legislative and ex­
ecutive representatives responsible 
fo r the  proper perform ance of th e ir 
fiscal functions.
The problem of financial adm in­
istra tion  is divisible into a num ber 
of d istinct operations, b u t there  is 
an essential un ity  of these divisions 
which m ust be m aintained if  sa t­
isfactory  resu lts are  to be secured. 
Financial adm inistration, broadly 
speaking, has to do w ith :
1. Receiving Funds.
2. M aintaining Custody o f  
Funds.
3. Spending Funds.
These operations m ay be fu r th ­
er divided as follow s:
1. Receiving Funds
1. The passage of laws designat­
ing the  sources of revenue and the 
m ethods of borrowing.
2. The carry ing  out by the  ex-
cutive of the  laws rela ting  to col­
lecting revenues and borrowing 
funds.
3. The recording of th e  revenue 
and borrow ing transactions in 
books of account, and the  render­
ing of financial reports fo r the  in­
form ation of the  adm inistrative 
officials, th e  legislature and the  
public.
4. The audit of the  books, by an 
officer independent of the  execu­
tive, to ascertain  th a t  am ounts 
due are  collected and accounted for.
2. M aintaining Custody of Funds
1. The operation of a  treasu ry  
system  fo r the  receipt, custody and 
paym ent of funds.
3. Spending Funds
1. The preparation by the  execu­
tive of revenue and expenditure es­
tim ates .
2. The preparation by the  execu­
tive of estim ated sta tem ents of 
condition as of th e  beginning and 
end of the  period to be financed.
3. The submission by the  execu­
tive of these sta tem ents and sup­
plem entary da ta  and recommenda­
tions to the  legislature.
4. The consideration of these 
sta tem ents and recom mendations 
by the  legislature fo r the  purpose 
of determ ining w hat modifications 
are necessary in th e  revenue and 
borrow ing system , and w hat 
am ounts should be appropriated.
5. The carry ing  out by the  exec­
utive of the  instructions contained 
in the  appropriation acts.
6. The recording of expenditure 
transactions in th e  books of ac­
count, and the  rendering of finan­
cial reports fo r the  inform ation of 
the  adm inistrative officials, the  
legislature and the  public.
7. The audit of the  books of ac­
count, by an officer independent of 
the  executive, to  insure th a t  all 
am ounts shown as expended were 
actually spent fo r the  govern-
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merit’s benefit, and th a t  all expen­
d itures made were in accordance 
w ith  law.
8. The rendering by the  audit 
officer of a  detailed report to the  
legislature se tting  fo rth  the  m an­
ner in which the  executive branch 
of the  governm ent discharged its 
financial duties.
The g rea te r portion of the  gov­
ernm ent organizations are  spend­
ing agencies, w hereas the  bulk of 
the  income is usually received 
th rough  a  very lim ited num ber of 
agencies. The expenditure opera­
tions involve a continuous cycle as 
follow s:
1. The preparation of the  esti­
m ates.
2. The consideration of the  esti­
m ates by the  legislature.
3. The authorization of expendi­
tu res by th e  legislature.
4. The expenditure of the  funds 
authorized.
5. The recording of the  expen­
ditures in the  books of account.
6. The rendering of financial re ­
ports. The reports then  form  the 
basis from  which new estim ates 
are  prepared and the  cycle is be­
gun again.
Installation and Adm inistration of
the Accounting System
The operation of a  governm ental 
system  of financial adm inistration 
is a  ta sk  of considerable m agni­
tude. The work of installation and 
operation of th e  accounting sys­
tem  should be supervised by tech­
nically tra ined  men. The installa­
tion or substan tia l modification of 
an  accounting system  in a s ta te  
or city  governm ent is usually 
handled by a certified public ac­
countant, b u t the  national govern­
m ent usually does not secure the  
services of th e  certified public ac­
countant in its  installation work. 
An adequate accounting system  
properly operated will produce the  
vital inform ation needed fo r finan­
cial m anagem ent. B ut how is sa t­
isfactory  operation to be insured, 
and who is to  in te rp re t the  data 
produced by the  accounts? The
best way to  insure the  satisfac­
to ry  operation of the  accounting 
system , and to  secure economy in 
governm ent operation th rough  the 
proper in te rp re ta tion  and presen­
ta tion  of the  accounting data  in 
the  form  of reports, is fo r the  gov­
ernm ent to re ta in  the  services of 
the  certified public acountant in 
th e  operation of the  accounting 
system  as well as in its  installa­
tion.
Double Function of the Account­
ing System
The accounting system  serves 
two purposes: (1) I t  insures th a t 
the  governm ental officials hand­
ling funds or property  will see th a t  
such resources are used only fo r 
the  benefit of the  governm ent, (2) 
I t  furn ishes th e  inform ation re ­
quired by the  adm inistrative of­
ficials, th e  legislature and the  pub­
lic. The m ost im portan t purpose 
is to  determ ine w hat inform ation 
the  adm inistra tive officials, the 
legislature, and the  public need, 
and to  devise a system  to produce 
th is inform ation. The data  re ­
quired to insure fidelity m ay be
“TH E PROGRESS AND PROB­
LEMS OF BUSINESS 
EDUCATION”
(C on tinued  from  p ag e  201.)
as teachers of accounting comes 
up, because in m any instances a 
C. P. A. in actual practice will earn 
considerably more th an  the  average 
college professor’s salary. The fol­
lowing suggestions m igh t help to 
solve the  problem. Societies such 
as your society would do a g rea t 
th ing  fo r the  accounting profession 
if they  could secure the  endowment 
of chairs in colleges and universi­
ties fo r accounting teachers. If  
the  accounting profession is to 
rank  w ith  o ther professions i t  will 
have to  do th is  sooner or later. I t  
has been done in the  law profes­
sion, in the  medical profession, and 
in the  dental profession. I t  is in 
th is  way th a t  you will secure the 
m ost capable teachers, thus advanc­
ing your profession on a plane w ith 
o ther professions. I thank  you.
secured as an incidental resu lt of 
the  m ajor purpose.
Financial Data Required for Ad­
m inistration
In a governm ent accounting sys­
tem  two sets of accounts are  neces­
sary. The first set is known as the  
Budget Group of Accounts, the  
second as the  P roprie tary  Group 
of Accounts. The Budget Accounts 
are  partly  estim ated; one of the  
m ain purposes of th is  group of ac­
counts is to  prevent overexpendi­
tu re  of the  appropriations. The 
P roprie tary  Accounts are  sim ilar 
to  the  usual accounts found in com­
mercial houses and record the  ac­
tual fac ts  of operation and condi­
tion. These two sets of accounts 
and th e ir  relation to  each o ther 
will be discussed fu rth e r  in a sub­
sequent article.
The da ta  required fo r adm inis­
tra tion  is furnished by the  follow­
ing types of sta tem ents:
1. Budget Accounts:
(1) S tatem ents of Condition.
(a) Consolidated Budget 
Balance Sheet.
(b) Fund Budget Bal­
ance Sheets.
(c) S tatem ents of Con­
dition of A ppropria­
tions.
(d) S tatem ents of Con­
dition of Allotm ents.
(2 )  S tatem ents of Operation.
(a) Consolidated S ta te­
m ent of Budget Op­
erations.
(b) Fund S tatem ents of 
Budget Operations.
(c) S tatem ents of Ap­
propriation O p e r a ­
tions. 
(d) S tatem ents of Allot­
m ent Operations.
2. P roprie tary  Accounts.
(1) S tatem ents of Condition.
(a) Consolidated Balance 
Sheet.
(b) Fund Balance Sheets.
(2 )  S ta tem ents of Operation.
(a) Consolidated S ta te ­
m ent of Operation.
(b) Fund S tatem ents of 
Operation.
204 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T July,
New York Accountants’ Legislative Conference 
Reports on Recent Activities
T O  THE MEMBERS OF THE 
 ACCOUNTANTS’ LEGISLA­
TION CONFERENCE:
A t the  urgen t request of prom i­
nen t m em bers of th e  New York 
S ta te  Society of Certified Public 
A ccountants as the  one whom they  
though t best qualified to do so, I 
finally consented to call a m eeting 
of Certified Public A ccountants and 
non-Certified Public Accountants 
fo r  the  purpose of try in g  to  find a 
common ground on which they  
could stand in endeavoring to  ob­
ta in  necessary and m uch desired 
legislation to regulate the  account­
ing  profession.
As a resu lt of th is  m eeting of 
some twelve to  fifteen hundred 
Certified Public A ccountants and 
non-Certified Public A ccountants, 
held in B ryan t Hall on December
11, 1924, the  A ccountants’ Legisla­
tion Conference was organized. 
Since th is  tim e, some eighteen 
m onths, i t  has become more widely 
known th an  any o ther body of ac­
countants. I ts  cardinal principle 
has been to endeavor to harm onize 
all classes of accountants so th a t  
th ey  would work together in the  in­
te re s t of the  business public and 
th e  public accounting profession 
fo r  legislation affording protection 
to  both.
To thoroughly understand the  
incongruities and confusion ex ist­
ing  in proposed public accounting 
legislation now confronting the  
business public and the  accounting 
profession i t  is necessary to re ­
hearse some of the  circum stances 
leading up to  th is s ta te  of affairs.
The necessity fo r accounting leg­
islation was recognized by the  New 
York S ta te  Society of Certified 
Public Accountants in 1919 when 
President Goodloe sta ted  in his an­
nual report (May 10, 1920), as fol­
lows:
“ * * * M any in sta n ces o f  such m isu se  
and m issta tem en ts  m a y  be noted in  th e  
d a ily  p ress  referen ces to  secu r ities  o f ­
fered  by  bankers, in  w h ich  C. P . A ’s o f 
other s ta te s  are referred  to  a s ‘C ertified  
Public A ccou n tan ts.’ T he p reven tion  o f  
such  im proper u sa g e  should be specifi­
ca lly  covered by s ta tu te  and som e m eans 
provided to  preven t or p en a lize  th e  im ­
proper or unauthorized  u se  o f  th e  N ew  
Y ork d egree. * * *”
"* * * O ne o f th e  resu lts  * * * has  
been  to  b r in g  to  N ew  Y ork  m any  rep ­
utab le  and capable accou ntants from  
other S ta te s , fro m  Canada, E n g ­
land. * * *”
President Goodloe, of the  New 
York S ta te  Society of Certified 
Public A ccountants, again sta tes 
in his annual report dated May 9, 
1921:
“ * * * In the p a st, i t  h a s not been  con­
sidered  p racticab le  or desirab le to  lim it  
accountancy  p ractice  to  C ertified P ublic  
A ccou ntan ts, or even  to  th o se  p artly  
qualified in  resp ect o f  specific  lin es  o f  
tra in in g , education or practice  on account 
o f  th e  com p arative ly  sm all num ber o f  
ava ilab le  public accou ntants a c tiv e  in  
practice. W ith  a  g rea ter  num ber o f  
qualified accou ntants, a s w e ll a s  a  sub­
sta n tia l increase  in  th e  num ber o f  th ose  
c la im in g  to  be qualified  but w ith o u t cer­
tifica te  or other ev id en ce o f  such quali­
fications, th is  condition  is  rad ica lly  
changed.
“The practice  o f  la w , m edicine, den­
t is tr y  and m an y  other lin es o f  p r o fe s­
sional and ind u str ia l serv ice  is  lim ited  
by  s ta tu te  to  th o se  w ho h a v e  satisfied  
th e  proper a u th orities a s  to  th e ir  pro­
fe ss io n a l stan d ing . I  fe e l  th a t w e ow e  
a  du ty  to  the public, to  our c lien ts , to  our 
financial in stitu tio n s , to  th e  S ta te  and  
F ed era l G overnm ent in  resp ect to  m a t­
te r s  o f finance and ta x a tio n , a s  w e ll a s  to  
ou rse lves to  m ove fo r  th e  adoption  o f  
leg is la tio n  w hich  sh a ll require the r e g is ­
tra tio n  o f  a ll p ra ctic in g  accou ntants  
w ith in  th e  S ta te , and th a t u ltim a te ly  
such r eg istra tio n  and p ractice  sh a ll be  
lim ited  to  th o se  p o sse ssed  o f  th e  e sse n ­
t ia l kn ow led ge, exp erien ce  and ch ar­
acter. * * *”
In  the  report of P resident Cook, 
of the New York S ta te  Society of 
Certified Public A ccountants, dated 
May 8, 1922, he calls a tten tion  to  a 
m em bership corporation incorpor­
ated under the  laws of the  D istrict 
of Columbia, called th e  N ational 
Association of Certified Public Ac­
countants who pretend to issue a
certificate which gives a m em ber 
the  r ig h t to use the  le tte rs  C. P. A. 
This corporation claims to have a 
m em bership of th ree  to  four thou­
sand, of whom about one thousand 
are said to  be from  the  S tate  of 
New York. Mr. Cook tells of the  
legal steps then  taken  to prevent 
the  illegal use in th is  S ta te  of the  
Certified Public A ccountant title  
by those not qualified in accord­
ance w ith the  New York S tate  Law. 
He fu rth e r  speaks of conferences 
held w ith  th e  D epartm ent of Edu­
cation and th e  Board of Regents as 
to  the  remedies th a t  m ight be ap­
plied to correct abuses of th is  na­
ture.
The activities of th e  N ational 
Association of Certified Public Ac­
countants caused g rea t excitem ent 
among the  Public Accountants in 
th is  S tate. Independent of the  ac­
countant organizations public ac­
countants took i t  upon them selves 
to sue o ther public accountants. In 
the  height of th is  commotion the  
New York S ta te  Society of Certi­
fied Public A ccountants called a 
m eeting a t  th e  Engineers’ Society 
Building on February  23, 1922, in­
v iting  Certified Public A ccountants 
of the  S ta te  of New York and o ther 
S tates, also non-Certified Public 
Accountants to attend . I was asked 
by prom inent Certified Public Ac­
countants to  a ttend  and b ring  w ith 
me, if  possible, one of the  Board of 
Regents of the  S ta te  of New York. 
I  invited Hon. W illiam Bondy, who 
was kind enough to  accept my invi­
tation. He attended w ith me and I 
was elected to preside over th is  
m eeting. D ifferent accountants 
spoke a t length, expressing th e ir  
ideas as to how the  existing confu­
sion in the  public accounting pro­
fession could be overcome. They all 
agreed there  was only one way and 
th a t  was th rough  legislation. Judge 
Bondy was kind enough to address 
the  assembly— some five hundred 
public accountants. He stated,
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among o ther th ings, th a t  he 
thought the  public accountants 
were entitled to  some so rt of regu­
latory  legislation th a t  would pro­
tec t th e  public as well as them ­
selves, and th a t  he was in favor of 
it. 
President M ontgomery, of the 
New York S ta te  Society of Certi­
fied Public A ccountants in his an­
nual report dated Ju ly  25, 1923, 
w ith his usual precision and good 
judgm ent sets fo rth  the  problem 
of regulatory  legislation. All pub­
lic accountants would profit by 
carefully reading th is  report. I 
quote from  it  as follow s:
“ * * * T he report o f  th e  L e g is la tiv e  
C om m ittee, w h ich  w a s printed  and d is­
tr ib uted  to  th e  m em bers under date  o f  
M ay 14, 1923, m en tion s sev era l m atters  
o f  in terest. T he m o st im portant su g ­
g estio n  is  th a t regard in g  th e  r eg is tr a ­
tio n  o f  a ll public accou ntants w ith in  th e  
S ta te  o f  N e w  Y ork  and th e  restr iction  
o f  th e  p ractice  o f  public accou nting  to  
reg istered  accou ntants.
“A fte r  carefu l consideration  I am  forced  
to  th e  conclusion  th a t w e  should m ake  
th e  a ttem p t im m ed ia te ly  to  secure th e  
en actm en t o f th e  n ecessa ry  leg is la tio n . 
F ou r m on th s ag o  I advised  our Com ­
m ittee  on L eg is la tio n  th a t  th e  tim e fo r  
such action  had  n o t arrived . M ost o f  u s  
ha v e  recogn ized  fo r  som e y ea rs th a t the  
t im e w ould  com e, bu t w e b elieved  th a t it  
w ould be severa l y ea rs b efore  a su ccess­
fu l  a ttem p t could be m ade. V ery  re­
c en tly  tw o m ajor ev en ts  have  led  m e to  
ch ange m y  m ind regard in g  th e  d esira ­
b ility  o f  ea r ly  action . T he first is  th e  act 
o f  M ay 3, 1923, under w h ich  th e  practice  
o f  p ro fession a l en g in eer in g  and land sur­
v e y in g  in  N ew  Y ork  S ta te  is  prohibited  
e x cep t t o  th o se  licen sed  by  th e  S ta te . 
T he la w  is  short and clear:
‘E n g in eers and su rveyors to  be l i ­
censed. In order to  sa feg u a rd  l ife ,  
h ea lth  and property , a n y  person  p ractic ­
in g  or o ffer in g  to  p ractice  p ro fession a l 
e n g in eer in g  or land su rv ey in g  in  th is  
S ta te  sh a ll be required to  subm it e v i­
dence th a t  he or she is  qualified so to  
practice , and sh a ll be licensed  a s  h ere­
in a fte r  provided, and on and a fte r  A u ­
g u s t  first, n in eteen  hundred and tw en ty -  
three, i t  sh a ll be  u n law fu l fo r  a n y  person  
to  practice or to  offer to  practice  pro­
fe ss io n a l en g in eer in g  or land su rvey in g  
in  th is  S ta te , u n less  such person  h as  
been  duly licensed  under th e  provisions  
o f  th is  ac t.’
“ One m ig h t th ink  th a t it  w ill be diffi­
cu lt to  define th e  w ords ‘p rofessio n a l en ­
g in eer in g  and land  su rv ey in g ,’ bu t it  
w ill no doubt be foun d  th a t  99 p er cen t
o f  the qu estion s w h ich  ar ise  can read ily  
be answ ered  and th e  rem ain in g  1 per  
cen t w ill be answ ered  one w a y  or another.
“ Item  tw o  is  th e  deplorable lo ss  to  in ­
vesto rs  through  th e  possib le  u se  o f  or re­
liance on incorrect or fraudu len t account­
a n ts ’ certifica tes, and th e  resu ltan t de­
m and fo r  r ig id  su perv ision  o f  a ll those  
who hold th em se lv es ou t a s  qualified  
practition ers. T he increased  v a lu e  la id  
upon accou n tan ts’ certifica tes is  proof o f  
the g ro w in g  confidence in  such certifi­
cates. T he new spap ers in  com m entin g  
on th e  fa ls ity  o f  the balance sh ee ts  pub­
lished  b y  som e o f  th e  brokerage h ou ses  
w hich  fa ile d  ea r ly  in  1923 qu ite  g en er­
o u s ly  referred  to  th e  accou ntants con­
nected  th erew ith  as certified  public ac­
countan ts. T his w ould in d icate  a g e n ­
era l b e lie f  th a t a ll public accou ntants are  
certified.
“ So fa r  a s th e  officers o f your so c iety  
have  been able to  d iscover, no m em ber  
o f th is  so c ie ty  during th e  y ea r  h as been  
g u ilty  o f  c er t ify in g  to  a  balance sh eet  
know n to  be incorrect. T he p resen t fe e l­
in g  o f  in d ign ation  a g a in st  th o se  g u ilty  
o f such p ractice  w ould  seem  to  call fo r  
an im m ed ia te  a ttem p t to  fo rm u la te  ap ­
propriate  leg is la t io n  in  th is  S ta te  under  
w hich  th e  p ractice  o f  public accou nting  
w ill be lim ited  to  th o se  licensed  b y  the  
S ta te . T here is  a t  p resen t a  w ell-defined  
distin ction  b etw een  public and priva te  
practice. I t  is  n o t difficult to  ascerta in  
w h eth er  or n ot one w ho holds h im se lf  
out to serve  th e  public does so in  fa c t. 
T he burden o f  p ro o f is  upon th e  a p ­
p lican t and i f  he  is  a  bona fide p racti­
tio n er  he w ill have no difficulty in  qu ali­
fy in g . A s  to  w h a t is  or w h a t is  n o t pub­
lic  accou nting , th e  qu estion  w ill la rg e ly  
be answ ered  b y  a scerta in in g  w ho does  
th e  w ork. I f  i t  app ears to  be public or  
pro fessio n a l w ork undertaken  b y  an un­
licensed  practitioner, th e  rem edial action  
w ill be th e  sam e a s i f  an  un licensed  prac­
titio n er  undertook la w  or en g in eer in g . 
I ven ture to  pred ict i f  v/e succeed in  p u t­
tin g  through  a restr ic tiv e  m easure the  
num ber o f  v io la tio n s w ill be le s s  than  
th o se  w ho have  in ten tio n a lly  or un in­
te n tio n a lly  v io la ted  our p resen t C. P . A . 
law . In th ese  ca ses w e have m ere ly  com ­
pelled  th e  m alpractition ers to  refra in  
fro m  ca llin g  th em se lv es ‘C. P . A ’s ’ (a l­
th ou gh  w e  can not preven t them  from  
ca llin g  th em se lv es ‘public accou n tan ts’) 
and a t  the sam e tim e  w e have a lso  pre­
ven ted  rep utable  accou ntants from  re­
fe rr in g  to  th e ir  hom e sta te  certifica tes, 
th u s g r e a tly  in crea sin g  th e  num ber o f  
public p ractition ers w ho are now  under  
no su pervision  and w ho can n o t be d is­
cip lined ex cep t fo r  provable crim inal 
acts . * * *”
In addition to regulatory  legis­
lation of engineers and surveyors 
referred  to  by President Mont­
gomery, doctors, dentists, nurses, 
lawyers, architects, and last b u t 
not least, real esta te  agents, a re  
regulated  by s ta tu te . The law li­
censing real esta te  agents has ju s t  
been declared constitutional by th e  
Court of Appeals in th is  S tate. I t  
has been alleged by some of our 
distinguished opponents th a t  th e  
Hutchinson Bill was unconstitu­
tional. Therefore, please bear in  
mind th a t  the  h ighest court of th is  
S ta te  has declared the  constitution­
ality  of the  real esta te  agen ts’ reg­
ulatory  licensing bill.
P resident M ontgomery, of th e  
New York S ta te  Society of C erti­
fied Public A ccountants again 
sta tes  in his annual report of 1924 
as follow s:
“ * * * C ontinuing the w ork on le g is la ­
tion  fro m  th e  preced ing  y ear, an  a ll-d a y  
conference o f  th e  S o c iety  w a s held  in  
Septem ber, 1923, w h ich  w a s attended  b y  
m ore th a n  200 m em bers and a t w h ich  a  
g en era l d iscu ssion  w a s had a s to  w h a t  
should be th e  natu re o f a  proposed la w  
r estr ic tin g  th e  practice  o f  accou ntancy  
in  th e  S ta te . T h is w a s fo llo w ed  b y  th e  
d r a ftin g  o f  a  proposed bill subm itted  to  
th e  B oard o f  D irectors Jan u ary  3, 1924, 
and rev ised  la te r  in  cooperation  w ith  D r. 
A u g u stu s S. D ow ning , A ss is ta n t  Com ­
m issio n er  and D irector o f  P ro fess io n a l 
E ducation  o f  th e  S ta te  o f  N ew  Y ork. T h e  
fe a tu re s  o f  th e  proposed b ill, a s  approved  
b y  Dr. D ow ning , w ere  subm itted  to , and  
approved by , th e  S o c iety  a t a  sp ec ia l  
m eetin g  on F eb ru ary  4, 1924. T he com ­
m ittee  w a s in stru cted  to  proceed w ith  
th e  advice and con sen t o f the Board o f  
D irectors, w ith  th e  preparation  and in ­
troduction  o f  th e  b ill, w h ich  w a s in tro ­
duced on F eb ru ary  19th by  A ssem b ly m a n  
Joseph  A . M cG innies a s  A ssem b ly  B ill ,  
In troductory N o. 1033. T his b ill, a s  
d ra fted  and am ended, w a s  m ade broad  
enou gh  to  p rotect ev ery  bona fide ac ­
countan t and y e t  i t  reta ined  restr ic tiv e  
fe a tu re s  designed  to  protect th e  public. 
I t  w a s p a ssed  b y  th e  A ssem b ly  on A p ril 
8 th , and b y  th e  Sen ate  on A p ril 1 1 th , 
bu t on M ay 9th , w a s  vetoed  b y  th e  G ov­
ernor.
“N o tw ith sta n d in g  th e  d e fe a t a t th e  
han ds o f  th e  G overnor in  th e  ob jective  
so u g h t, our efforts have  been  w e ll w orth  
w h ile . Our L eg is la tio n  C om m ittee a b ly  
and u n se lfish ly  contributed  m uch tim e  
and th o u g h t to  th e  m a tter  over a  period  
o f sev era l m onths. T heir  w ork w a s sup­
p lem en ted  b y  th e  va luab le  a ss is ta n ce  and  
support o f officers, d irectors and m em ­
b ers, and i t  h a s stren gth en ed  and un ited  
th e  fo rces  o f  our organ iza tion  a s  a  resu lt 
o f  th e  ex ce lle n t tea m  w ork done. T h e
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w on derfu l dem onstration  o f h ig h  idea ls  
and  fa ir-m in d edn ess w h ich  characterized  
our le g is la t iv e  cam paign  h a s undoubtedly  
increased  th e  stan d in g  o f  our org a n iza ­
tio n  in  th e  m inds o f  accou ntants g en er­
a lly  and o f th e  b u sin ess public. T he  
rem arkab le cooperation  w e received  by  
th e  E ducation  D epartm en t o f  th e  State , 
b y  rep utable  accou ntants n ot in  th e  So­
c ie ty , and th e  w h ole-hearted  support o f  
prom inent b u sin ess m en, la w y ers , bank­
ers and lea d in g  o rgan iza tion s, are  m a t­
te r s  fo r  specia l recogn ition . Our e x p er i­
en ce, n o tw ith sta n d in g  th e  G overnor’s 
contention  to  th e  contrary, lead s to  th e  
o v erw h elm in g  conviction th a t  th e  tim e  
i s  ripe fo r  leg is la tio n  w h ich  w ill p lace  
accou ntancy  am ong th e  restr icted  pro­
fe ss io n s  o f  th e  S ta te . O ther S ta te s  have  
been  in terested  in  our p ro g ress and se v ­
era l S ta te  S o c ieties have  appointed  com ­
m ittee s  to  consider sim ila r  action . One 
S ta te — M aryland— h a s succeeded in  s e ­
cu r in g  th e  enactm ent o f  a  res tr ic tiv e  
m easure. W e have ‘pu t our shoulder to  
th e  w h ee l’ in  th is  m a tter  and w e  should  
p ersev ere  un til our efforts in  the in ter ­
e s t s  o f  th e  public and our p ro fessio n  are  
crow ned w ith  su ccess. * * *”
All public accountants, w ith  pro­
fit to them selves, should carefully 
read  in full th is  report.
I am a Certified Public Account­
a n t of the  S tate  of New York, bu t 
no t a m em ber of the  New York 
S ta te  Society of Certified Public 
A ccountants; however, I was in­
vited to  confer w ith th e ir  1924 
Legislation Committee, which was 
composed of Robert H. Montgom­
ery , chairm an; Harold B. A tkins, 
David Berdon, P. W. R. Glover, J.
S. M. Goodloe, John J. Magilton, 
and  L u ther K. W atkins, I a ttend­
ed several conferences where I m et 
th e  gentlem en of th is committee, 
a s  well as Homer S. Pace, President, 
Joseph J. Klein, F irs t  Vice P resi­
dent, and a t  tim es Dr. A ugustus S. 
Downing, A ssistan t Commissioner 
and D irector of Professional Edu­
cation of the  S tate  of New York.
The so-called McGinnies Bill was 
d rafted  during these conferences.
W hen the  hearing on the  Mc­
Ginnies Bill was held in Albany by 
a  jo in t committee of th e  Assembly 
and  Senate I was invited by the  
New York S tate  Society of Cer­
tified Public Accountants to attend. 
A t th is  hearing  g rea t opposition 
and confusion prevailed. Some 
Certified Public Accountants ap­
proved and some opposed the  Bill. 
All non-Certified Public Account­
an ts  opposed it. The confusion 
was so pronounced th a t  I was told 
by the  chairm an and some mem­
bers of th is  com m ittee to take  the  
Certified Public A ccountants back 
to  New York and try  to  harm onize 
th e ir  ideas. A cting upon th is  sug­
gestion and a t  the  request of prom ­
inent Certified Public A ccountants 
a m eeting was held a t  my office— 
110 William S treet— of some of the  
proponents and some of the  oppo­
nents of the  bill, and a fte r  a dis­
cussion lasting  all afternoon, I 
finally had the  opponents of the  
bill w ithdraw  th e ir  objections in 
w riting  and also w ithdraw  the 
th ree  or four different bills which 
they  had introduced in the  Legis­
latu re  and declare them selves in 
favor of the  McGinnies Bill. I was, 
however, unable to overcome the 
opposition of the  non-Certified 
Public Accountants who had not 
been consulted in d rafting  the  Mc­
Ginnies Bill. T heir opposition, I 
believe, w as founded m ore upon 
th e ir  suspicions of the  intentions 
of the  Certified Public Accountants 
th an  upon any definite knowledge 
they  had as to  the  content of the  
McGinnies Bill. I believe it  was 
more the  opposition of th e  non- 
Certified Public A ccountants th an  
anyth ing  else th a t  caused Governor 
Sm ith to veto the  McGinnies Bill 
a f te r  i t  had been passed by the  
Legislature.
I t  was a serious m istake th a t  the  
non-Certified Public A ccountants 
were not consulted in the  d rafting  
of the  McGinnies Bill so th a t  they  
could have had a first-hand knowl­
edge of its  content. This bill was 
introduced in the  last days of the  
Legislative session so th a t  they  did 
not have a fa ir  chance to fam iliar­
ize them selves w ith its  provisions. 
The non-Certified Public Account­
an ts  made a serious m istake in op­
posing it, as it  really took care of 
th e ir  in terests in all vital, m aterial 
respects, the  same as did the 
Phelps-Downing and Hutchinson 
Bills introduced in the  Legislature 
in 1925 and 1926.
President Pace, of the  New York 
S ta te  Society of Certified Public 
A ccountants, in his annual report 
to the  Society in th e ir  1925 Y ear 
Book, s ta tes  th a t  he and the  Leg­
islation Committee of his Society 
d rafted  o r  helped to d raft, in co­
operation w ith th e  A ccountants’ 
Legislative Committee (th is is our 
body) the  Phelps-Downing Bill. 
Excerpts from  th is  report are  as 
follows:
“ * * * F or tw o  y ea rs th e  S ociety  h a s  
devoted i t s  efforts and resources tow ard  
th e  en actm en t o f  leg is la t io n  d esigned  to  
restr ic t th e  certification  o f  financial 
sta tem en ts  fo r  cred it and publication  
p u rp oses to  accred ited  accou ntants. T he  
leg is la tio n  w a s design ed  prim arily  fo r  
th e  protection  o f  credit. I t  provided fo r  
th e  recogn ition  o f a ll reputable  and qual­
ified accou ntants en g a g ed  in  p ractice  
w ith in  th e  S ta te , w h eth er  such account­
a n ts had been  p rev io u sly  accred ited  by  
th e  S ta te  or not.
“T he o r ig in a l bill prepared b y  th e  So­
c ie ty , know n a s  th e  M cG innies B ill, w as  
p assed  b y  th e  L eg is la tu re  a t  i t s  sess io n  
in  1924, bu t w a s v e toed  b y  G overnor 
Sm ith .
“T he P h e lp s-D o w n in g  B ill, introduced  
in  th e  1925 L eg is la tu re , w a s prepared  
in  cooperation  w ith  th e  A ccou n tan ts' 
L eg is la tio n  C om m ittee, w h ich  rep re­
sen ted  p ractic in g  accou ntants o ther than  
th o se  h a v in g  m em bersh ip  in  th e  S ociety . 
T his b ill w a s in  su b sta n tia l accordance  
w ith  th e  M cG innies B ill, and w a s sa t is ­
fa c to r y  to  th e  S o c iety , ex cep t w ith  re­
sp ect to  a  la st-m in u te  am endm ent m ade  
in  com m ittee  w h ich  recogn ized  a s  public  
accou ntants certa in  em p loyees o f th e  
F ed eral G overnm ent. T he b ill p a ssed  
th e  A ssem b ly , bu t w a s a llow ed  to  die in  
com m ittee  w ith o u t b e in g  b rough t to  a  
v o te  in  th e  Senate. The inclu sion  o f  th e  
recogn ition  o f  F ed era l em p loyees ra ised  
q u estion s a s  to  th e  om ission  o f  sim ila r  
p rovisions w ith  resp ect to  S ta te  em ­
p loyees, and th e  opp osition  th a t  p re­
ven ted  th e  b ill from  being  reported  o u t  
o f com m ittee  is  believed  to  have  b een  
due to  th is  ca u se . Th e  S oc iety  a t no  
tim e fa vored  th e  recogn ition  o f  account­
a n ts  ex cep t th o se  en g a g ed  in  accou ntancy  
p ractice  a s  defined in  the bill i t s e lf .  * * *"
There are  only six vital provis­
ions in the  McGinnies, Phelps- 
Downing and H utchinson Bills. 
They are as follows:
1. Definition of a  Public Ac­
countant.
2. Creation of a  Board of Ac­
countancy.
3. G ranting the certificate of Cer­
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tified Public Accountant to all pub­
lic accountants who have legiti­
m ately practiced as such fo r th ree 
years.
4. Licensing of Certified Public 
A ccountants and res tric ting  the  
practice of public accountancy to 
such.
5. A dm itting Certified Public Ac­
countants of o ther S tates to  prac­
tice here.
6. Penalties fo r violation of the  
law.
In all respects these th ree  bills 
in principle are absolutely identical 
and you will see from  the  quota­
tions in the  annual reports of the 
Presidents of the  New York S tate 
Society of Certified Public Account­
an ts , from  President Goodloe in 
1919 to P resident Pace in 1925, 
th a t  the  principles as embodied in 
all th ree  bills were approved.
W hen the McGinnies Bill was 
before the  Legislature in 1924 and 
th e  Phelps-Downing Bill in 1925, 
the  New York S ta te  Society of 
Certified Public Accountants, 
among o ther representation, was 
represented in Albany by C. P. 
Robinson, to whom they  paid a sub­
s tan tia l fee fo r his services in en­
deavoring to have these bills passed. 
Several prom inent Certified Public 
Accountants, m em bers of the  New 
York S ta te  Society of Certified 
Public A ccountants, in both years 
spent a  g rea t deal of tim e and 
money in tr ip s  to  Albany, working 
fo r the passage of these bills.
In the  la tte r  p a rt  of 1925 I again 
endeavored to obtain the coopera­
tion of the  Legislation Committee 
of the  New York S ta te  Society of 
Certified Public A ccountants, and 
work w ith them  in try in g  to  have 
regulatory  or restric tive  accounting 
legislation passed by the  1926 Leg­
islature. To m y surprise I found 
th a t  the  New York S ta te  Society 
of Certified Public A ccountants, or 
a t least its  officers and the  Legis­
lation Committee, had discarded 
the  idea of regulatory  or restric ­
tive legislation fo r which for some 
five or six years they  had worked 
hard  and diligently.
I delayed introducing the  H utch­
inson Bill, which in principle was 
exactly the same as the  McGinnies 
and Phelps-Downing Bills, except 
as to some m inor and im m aterial 
changes, until the  last days of the  
1926 session of the  Legislature, 
hoping against hope th a t  I could 
again obtain the support and co­
operation of the  New York S tate  
Society of Certified Public Ac­
countants.
You will see from  the  following 
th a t  the  Board of Regents of the  
U niversity of the  S tate  of New 
York again approved of regulatory 
or restric tive  legislation by endors­
ing the H utchinson B ill:
“A N A L Y S IS  O F PR O PO SE D  A C ­
C O U N T A N C Y  B IL L . T his bill rep eals  
the p resen t C. P . A . la w  and se ts  up in  
place th ereo f a  n ew  sta tu to ry  provision  
in accordance w ith  w h ich  all p ractition ­
ers o f  accou ntancy  in  th is S ta te  n ot only  
m u st be certified  public accou ntants, but 
m u st a lso  be licensed  by  th e  regen ts.
“ Section  80. T his section , th e  first sec ­
tion  o f  th e  b ill con ta ins th e  usual n eces­
sa ry  defin itions. The public practice  o f  
accountancy is  defined a s  fo llo w s:
“ ‘A  person  e n g a g ed  in  th e  public prac­
tice o f accountancy  w ith in  th e  m ean in g  
and in te n t o f  th is  a r tic le  who, ho ld in g  
h im se lf  or  h e r se lf  out to  th e  public as a  
qualified practitioner  o f accountancy, o f ­
fe r s  fo r  com pensation  to  perform  or who  
does perform , on b eh a lf o f  c lien ts , a 
serv ice  th a t requires the aud it or v erifi­
ca tion  o f  financial t ran saction s or ac­
cou n tin g  records; th e  preparation , verifi­
cation  and certification  o f  financial, ac­
cou n tin g  and rela ted  sta tem en ts fo r  pub­
lica tion  or cred it pu rp oses; or w ho, thu s  
hold in g  h im se lf  out, renders p rofession a l 
a ss is ta n ce  in  an y  or a ll m atters o f  prin­
cip le or deta il r e la tin g  to  accou nting  pro­
cedure or the record ing, p resen ta tion  or 
certification  o f financial fa c ts .’
“T his defin ition  is  both adequate and  
com prehensive. I t  is  n o t open to the  
objection  th a t it s  str ic t  in terp reta tion  
m akes a  m an w ho helps h is  neighbor  
w ith  h is  books a  practitioner  o f  ac ­
countancy.
“ Section s 80-a , 80-b, 80-c, 80-d, 80-e, 
and 80-f. T hese section s deal w ith  the  
proposed n ew  board o f  exam in ers w hich  
is  to  co n sist o f  five m em bers to  be ap ­
poin ted  by  th e  reg en ts. T his board is to  
have  the usual pow ers and d u ties includ­
in g  the pow er to  sum m on w itn esses , take  
testim o n y , etc. M em bers o f  the board  
m u st be:
“1. C itizen s o f  the U n ited  S ta te s  and  
resid en ts o f  th e  S ta te  o f  N ew  York.
“2. P ra ctitio n ers o f  accountancy o f  
five y ea rs experien ce and certified  public  
accountants o f  tw o  y e a rs’ stan d ing .
“A t  le a s t  one m em ber o f  th e  board  
m u st be appointed from  each  o f th e  th ree  
zones in to  w hich th e  S ta te  is  g eo g ra p h i­
ca lly  divided, eastern , cen tral and w e s t­
ern.
“Section  80-g . T his is  the section  w hich  
provides fo r  th e  issu an ce  o f  the C. P . A . 
certifica tes. T h is certificate, incid en ta lly , 
is  pu rely  a certificate  o f  com petency  and  
it  is  not a  r ig h t to  practice. The g en era l 
requirem ent fo r  th is certificate  w hich the  
reg en ts m a y  a m p lify  by  th e  enactm ent  
o f n ecessa ry  ru les is  a s fo llo w s:
“1. C itizensh ip  in  th e  U n ited  S ta te s  
or declaration  o f  in ten tion  to  becom e  
such c itizen .
“2. R esidence or p lace fo r  th e  tra n sa c­
tion  o f b u sin ess in  the S ta te  o f N ew  
Y ork.
“3. T w enty-on e  y ea rs o f a g e  and o f 
good  m oral character.
“4. F ee  o f  tw en ty -five  dollars.
“ 5. S a tisfa c to ry  academ ic and p r o fe s­
sional qualifications.
“ 6. E xam ination .
“I f  th e  certificate  is  earned by one w ho  
h a s declared h is  in ten tio n  o f  becom in g a 
c itizen , such certificate  w ill be annulled  
i f  th e  ind ividual fa i ls  to becom e a c itizen  
w ith in  s ix  yea rs . T his standard fo r  th e  
C. P . A . certificate  is  practica lly  th e  sam e  
a s  th e  p resen t h ig h  standard fo r  th e  C. 
P . A . certificates. I t  is  acceptab le to  th is  
departm ent.
“ S ection  80-h. In  som e resp ects th is  
is  one o f  th e  m o st im portant section s in  
th e  w hole b ill since i t  is  th e  provision  
w hich  d ea ls w ith  th e  issu ance  o f  C. P . 
A . certifica tes on a w a iver  o f  th e  ex a m i­
nation  in  th e  d iscretion  o f  the reg en ts  
w ho are em pow ered to  m ake ru les am ­
p lify in g  th e  requirem ent contained in  
th e  proposed  law .
“T hose w ho m a y  apply  fo r  certifica tes  
under th e  w a iv er  are divided in to  fo u r  
c la sse s. A ll fo u r  c la sse s  m ust:
“ 1. B e en g a g ed  in  th e  practice  o f  . ac­
countan cy  a t th e  tim e th is  act ta k es e f ­
fe c t .
“2. P resen t evidence o f  a  ‘reasonab le’ 
education.
“3. M eet th e  sam e qualifications a s to  
c itizen sh ip , residence, p lace o f b u sin ess, 
a g e , character and fe e  a s the app licant 
fo r  th e  certifica te  upon exam in ation .
“ C lass (a ) .  B a sis— evidence o f  three  
y e a rs’ p ractice  o f accountancy in  th is  
S ta te .
“ 1. On h is  ow n account or
“2. A s a  m em ber o f a co-partnersh ip ,
or
“3. A s  an officer o f a  corporation w h ose  
b u sin ess in vo lv es the public p ractice  o f  
accountancy  a s  defined in  th is  proposed  
law .
“C lass (b ) . B a sis— evidence o f  th r e e 
y e a rs’ responsib le  practice  o f  account­
a n cy  en g a g em en ts in  th is  S ta te  as
“1. A n  em ployed  m em ber o f  the s ta f f  
o f  a  public accountant.
208 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
“ 2. A n  em ployed m em ber o f  th e  sta ff  
o f  a  co-partnersh ip  or o f a corporation  
w h ose  b u sin ess in v o lv es th e  public prac­
tice  o f  accountancy a s defined in  th is pro­
posed  law .
“C lass (c ) .  B a sis— evidence o f  three  
y e a rs’ com bination  in  th is  S ta te  o f  e x ­
perience a s  a  practitioner  o f  public ac ­
countan cy  a s  sp ec if ied in  C la sses (a )  
and (b ).
“C lass (d ) . B a s is— evidence o f tw o  
y e a r s’ practice  in  accountancy in  another  
S ta te  i f  the app licant is
“ 1. A  graduate  o f  a  school o f account­
a n cy  approved b y  th e  regen ts.
“2. A  certified  public accou ntant in  
th a t  S ta te  who h a s passed  an ex a m in a ­
tio n  equal to  th e  N ew  Y ork  exam in ation .
“N o te : T he m easure s ta te s  th a t  an a p ­
p lican t under C lass (d ) m u st a p p ly  b e­
fo re  Ja n u a ry  1st, 1927. I t  seem s c lear  
th a t th is  is  a n  error and th a t  th e  date  
should be J an u ary  1st, 1928.
“ Section  80-i. T h is section  provides  
th a t th e  reg en ts m a y  in  th e ir  d iscretion , 
or upon recom m endation o f  th e  board, 
issu e  a C. P . A . certificate  to  an  ap p li­
cant ho ld in g  a  licen se  o f  certifica te  to  
practice  accountancy from  anoth er  S ta te , 
w ith ou t exam in ation , provided
“ 1. H e h a s a ll th e  qu alifications de­
scribed in  section  80-g .
“ 2. H e h a s practiced  three y e a rs  or 
m ore in  th a t  S ta te  on h is  ow n account 
or a s  a  m em ber o f  a  co-partnersh ip .
“ S ection s 80-j and 80-k. T h ese  tw o  
section s provide fo r  th e  or ig in a l issu a n ce  
o f  lic en ses to  p ractice  accountancy and  
th e  ex p ira tion  and ren ew al o f  such  l i ­
cen ses. T hey  provide th a t th e  reg en ts  
upon ap p lication , upon th e  p a ym en t o f  
th e  f e e  o f  tw o  dollars and upon th e  
recom m endation o f  the board sh a ll issu e  
to  an y  N e w  Y ork  S ta te  certified  public  
accou ntant a  licen se  to practice  accou nt­
ancy  good  fo r  n ot m ore th a n  th ir teen  
m onths and pu b lish  a l is t  o f  th e  licen ses. 
A ll such  lic en ses are to  exp ire  on D e­
cem ber 3 1 st fo r  th e  y ea r  issu ed  and m ay  
b e renew ed fo r  another y ea r  on paym en t  
o f  a  f e e  o f  tw o  dollars.
“N o te : A tten tio n  is  called  to  th e  n ew  
m a tter  in serted  a t  th e  end o f  lin e  19 on  
p a g e  11 o f  th e  proposed  bill. T h is addi­
tio n  is  so  poorly  w orded th a t i t  does not 
m ake sen se. I t  appears to  m ean  th a t  
a n yon e w ho on Jan u ary  1st, 1926, h a s  
p racticed  accountancy fo r  three y ea rs  
m a y  continue to  practice  accountancy  
u n til h e  is  licensed  under th is  n ew  law . 
In  c a se  h e  does n o t care to  becom e l i ­
cen sed  under th e  n ew  la w  there seem s  
to  be n o th in g  to  preven t h is  p ractic in g  
in d efin ite ly  w ith o u t m eetin g  its  p ro v is­
ions.
“ Section  81. T h is section  is  th e  ‘pen ­
a lty ’ section . I t  provides th a t  i t  sh a ll be 
a  m isdem eanor to  se ll  or frau d u len tly  
obta in  a  C. P . A . certificate  or licen se  
to  practice  accountancy or to  practice  ac ­
countancy under a certificate  or licen se  
i lle g a lly  obtained or to p ractice  account­
an cy  w ith  a  C. P . A . certifica te  and l i ­
cen se , etc. Such m isdem eanors are to  be  
prosecuted  by  th e  d istr ict a tto rn ey s w ho  
m a y  be superseded  by th e  a tto rn ey  g e n ­
eral. A  c iv il p en a lty  is  prescribed  and  
im posed  in  addition  to  th e  crim inal l ia ­
b ility . T he reg en ts  are em pow ered to  
app oint in sp ectors a nd to  rep ort to  the  
a tto rn ey  g en era l req u estin g  prom pt 
prosecution  a ll v io la tio n s o f  th is  pro­
posed  act w hich are du ly  su bstantiated .
“T his section  a lso  provides th a t a ll 
p en a lties , f e e s ,  fo r fe itu r es  o f  bail and 
fines recovered under th is  proposed la w  
sh all be paid to  th e  reg en ts  w ho sh a ll pay  
therefrom  th e  ex p en ses o f  th e  en fo rce­
m en t o f  th e  a c t including th e  sa la ry  o f  
th e  deputy a tto rn ey  gen era l a ss ig n ed  
to  a ss is t  in  it s  en forcem en t.
“ Section  82. T h is section  p erm its the  
use in  accountancy p ractice  o f  a  firm  
nam e or du ly  reg istered  sty le  o f  p artner­
sh ip  provided:
“1. ‘One p artner and ev ery  partn er’ o f  
such firm is  a  du ly  licen sed  N e w  Y ork
C. P . A . i f  he  p ractices in  th is  S ta te .
“2. E v ery  m em ber o f  such firm  or  co­
partnersh ip  is  a  C. P . A . or chartered  
accou ntant or o th erw ise  le g a lly  qualified  
accou ntant o f th e  S ta te  or county  o f h is  
dom icile.
“3. U n le ss  ev ery  m em ber o f  such firm  
or co-partnersh ip  is  a  N ew  Y ork C. P . 
A . or a  le g a lly  qualified accou ntant in  
th e  S ta te  or county  o f  h is  dom icile , said  
firm  or co -partn ership sh a ll n o t hold  
i t s e lf  out a s a  firm  or co-partn ersh ip  o f  
certified  public accou ntants.
“A  corporation  chartered  prior to  J a n ­
ua ry  1st, 1925, to  practice  accountancy  
m a y  continue to  practice  provided no  
p erson  other th an  a N e w  Y ork  C. P . A . 
sh a ll a c t a s  it s  ex ecu tiv e  or m a n a g er  or 
sh a ll execu te  on its  b eh a lf  an y  certificate  
or report.
“ Section  82-a. T h is section  p erm its a 
practition er  fro m  anoth er S ta te  to  prac­
tice  in c id en ta lly  in  th e  S ta te  o f  N e w  Y ork  
provided he does n e t hold h im se lf  out 
a s a  N e w  Y ork S ta te  p ra ctition er  or  
p ractice  accountancy in  th is  S ta te .
“ Section  82-b. This is  the usual pro­
v isio n  th a t a  declaration  a s  inva lid  or 
un con stitu tional o f  a n y  provision  o f the  
a c t sh a ll not e ffect an y  o ther section  or 
p art o f  th e  act.
“S ection  82-c. T h is section  covers the  
revocation  and re-issu e  o f  C. P . A . cer­
tifica tes and licen ses. T he usual pro­
cedure w ith  referen ce  to a h ea r in g  before  
th e  board, etc ., is  provided fo r  and the  
grounds fo r  revocation  are se t dow n as  
the fo llo w in g :
“1. C onviction o f  a  fe lo n y .
“2. F raud or d eceit in  ob ta in in g  th e  
certificate  or license.
“3. G ross n eg lig en ce  or incom petency  
or m isconduct in  h is  practice.
“ Section  82-d. On p a ym en t o f  a  fe e  o f  
tw e n ty  dollars a  lo st, d estroyed  or m u ti­
la ted  C. P . A . certifica te  can be rep laced . 
A n  accountancy  licen se  can be rep laced  
fo r  tw o  dollars.
“ On th e  w h ole  the bill is  rather  care­
fu lly  draw n and w ith  th e  p o ssib le  e x ­
cep tion  o f  th e  p ro v ision coverin g  th e  ad­
m issio n  o f  C. P . A ’s o f  o ther S ta te s , th e  
departm en t does n ot object to an y  o f  it s  
provisions. In  th e  bill there are severa l 
tech n ica l errors in  E n g lish  and p laces  
w h ere i t  seem s th a t fe w er  w ords could  
be used  w ith  good effect. P R O P E R  PR O ­
V ISIO N  IS  M A D E  FO R  T H E  P U B L IC  
A C C O U N T A N T  A S  W E L L  A S  T H E  
P R E S E N T  C E R T IF IE D  P U B L IC  A C ­
C O U N T A N T  A N D  T H E  B IL L  SH O U L D  
B E  G E N E R A L L Y  SA T IS F A C T O R Y  TO  
M E M B E R S O F T H E  P R O F E S S IO N .”
The principal objections to the 
Hutchinson Bill, as voiced by the  
New York S ta te  Society of C erti­
fied Public A ccountants’ counsel, 
K enneth McEwan, of the  law firm 
of W orcester, W illiams and Saxe, 
and supported by the  Am erican In­
stitu te  of A ccountants, w ere:
“1. L im itin g  th e  practice  o f  account­
ancy, a s  such , in  gen era l effect to cer ti­
fied public accou n tan ts,”
Therefore the  bill is unconstitu­
tional !
“2. L e t dow n th e  bars * * * by  w a iv er  
o f  th e  educational req u irem en ts w hich  
have ex is ted  in  th is  Sta te  fo r  a  g en era ­
tion  and seek  to  ad m it p o ssib ly  tw o  or  
th ree  thousand m en * **."
I f  th e  H utchinson Bill is uncon­
stitu tional then  all of th e  res tric ­
tive and regu lato ry  s ta tu te s  gov­
erning doctors, dentists, lawyers, 
engineers, architects, nurses, etc., 
are unconstitutional.
W hen the  McGinnies Bill was in­
troduced in the  Legislature th e  
New York S ta te  Society of Certi­
fied Public A ccountants consulted 
W hite & Case as to its  constitution­
ality. This em inent law firm ren ­
dered a  w ritten  opinion in which 
they  declared th a t  the  bill was con­
stitutional. I subm itted the  H utch­
inson Bill to  fou r of the  best- 
known lawyers in New York, one 
of whom was an ex-presiding ju s ­
tice of the  Court of Appeals. All 
of these w ithout exception pro­
nounced the  bill constitutional. The 
bill was also subm itted to compe­
ten t official legal au tho rity  in the
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New York S ta te  Government and 
by  them  declared constitutional.
The two or th ree  thousand pub­
lic accountants referred  to by the  
New York S ta te  Society of Certi­
fied Public A ccountants, to  whom 
a Certificate of Certified Public Ac­
countant m ight be issued by the  
provisions of the  H utchinson Bill 
(rem em ber these provisions are  ex­
actly  the  same as those in the  Mc­
Ginnies and Phelps-Downing Bills 
which were approved by the  New 
York S ta te  Society of Certified 
Public A ccountants) causes the  of­
ficers and Legislation Committee 
of the  New York S ta te  Society of 
Certified Public A ccountants much 
concern. They apparently  have 
fo rgo tten  the  experience of th ir ty  
years ago when the  present Cer­
tified Public A ccountant law was 
passed in 1896 when some two hun­
dred public accountants were taken  
in under the  w aiver clause of the 
bill and given certificates a s  Cer­
tified Public A ccountants. In five 
years’ tim e only about one hun­
dred of those who had been g ran t­
ed the  certificate were practicing as 
public accountants. The re s t ob­
tained positions w ith  corporations, 
firms and individuals, and a f te r  
th a t  did not practice as public ac­
countants. Today there  are  prob­
ably not twenty-five of these men 
in practice. This will be the  fa te  
of the  two or th ree  thousand pub­
lic accountants referred  to by Mr. 
McEwan.
I t  has been m y experience as 
well as the  experience of the  busi­
ness public th a t  those accountants 
who were adm itted under the  
waiver clause of the  1896 law 
shortly  developed into better ac­
countants, more broad-gauged and 
useful citizens, doing more fo r the 
business public and fo r the  ac­
counting profession th an  any who 
have come in  since through  exami­
nation. There is no doubt th a t  
there  are  m any public accountants 
today un-certified who are ju s t as 
competent, if  not m ore so, than  
those who have passed exam ina­
tions and gained th e ir  certificate 
in th is  way.
Of course there  are  some ac­
countants who have studied hard  
and passed the  exam inations and 
obtained th e ir  certificates who can 
not bear the  though t of anyone re ­
ceiving a certificate as a  Certified 
Public A ccountant unless they  
have been pu t to the  same “grind” 
to obtain th e ir  regents counts and 
pass th e  s ta te  exam inations as 
they  have done.
I sym pathize w ith  them . B ut an 
a ttitude  of th is  kind does not even­
tually  work tow ards pu tting  the 
accounting profession as nearly  as 
possible on the  same desirable 
plane as the  legal, medical and 
other regulated professions.
The New York S ta te  Society of 
Certified Public Accountants has 
had the  confidence of the  Board of 
Regents of the  U niversity  of the  
S ta te  of New York. However, it  
is quite apparent th a t  th rough  
th e ir  inconsistency and lack of defi­
n ite  policy they  m ay have sha t­
tered  th is  confidence, thereby  los­
ing the  benefit of the  work of sev­
eral years of harm onious co-opera­
tion.
I can not refra in  from  m aking 
one m ore quotation and th is  is 
from  a circular le tte r  of May 10, 
1926, signed in typew riting  by 
Hom er S. Pace, P resident:
“T he d irectors h a v e  in structed  m e to  
m ake a req u est fo r  contributions fo r  th e  
purpose o f  d e fra y in g  th e  ex p en ses n e ­
cessa r ily  incurred in  leg is la t iv e  m a tters  
du ring th e  la s t  fe w  m onth s. W e have  
had a  v ery  sa tis fa c to ry  y ea r  so  fa r  as  
our ord inary incom e and exp en ses are  
concerned and h a ve , b y  variou s eco­
nom ies, converted  an estim a ted  deficit o f  
$2,510.00 in to  a  n e t  incom e o f  $1,780.90. 
T his resu lt h a s been accom plished n o t­
w ith sta n d in g  th e  fa c t  th a t the increase  
in  dues w a s not operative  during th is  
year. T he outcom e w ill be show n in  
g r ea te r  deta il in  m y  annual rep ort w hich  
w ill app ear in  th e  Y ea r  Book.
“T he le g is la t iv e  w ork h a s been con­
ducted a t considerably  le s s  ex p en se  than  
w a s incurred a t  th e  tim e th e  M cG innies 
B ill w a s introduced, a lthough  th e  w ork  
invo lved  w a s in  m a n y  resp ects m ore d if­
ficu lt. T he fa c t  rem ains, how ever, th a t  
a  considerable am ount m u st be contri­
buted fo r  th e  p a ym en t o f  th is  ex p en se  
in  order to  enable th e  S o c iety  to  conduct 
i t s  financial a ffa irs darin g  th e  com ing  
y e a r  on a sound basis .
“In v iew  o f  th e  su ccess that h as been
atta in ed  in  m ain ta in in g  the stan dards  
w hich w e a ll prize  so  h ig h ly , and in  
a v ertin g  the g rea te st  dan ger  th at h a s  
confronted  the accred ited  practition ers o f  
th e  S ta te  in  m any y ears, I  be lieve  it  w ill  
be a dow n-righ t p leasure for  each  m em ­
ber and jun ior to  m ake a contribution to  
th is  fund. A  num ber o f  m em bers have  
alread y  ind icated  th e ir  desire  to  m ake  
a  contribution o f  $100.00 each , and it  
is  hoped th a t there are others w ho w ill  
be in  a p o sition  to  m ake sim ilar  con­
trib utions. On th e  other hand, there w ill  
be m em bers and jun iors w ho w ill not 
find it  conven ien t to  m ake a s  la rg e  in ­
dividual contributions, and a n y  contribu­
tion , no m a tter  how  sm all th e  am ount, 
w ill be o f  m a ter ia l help , and w ill be an  
ev idence o f  th e  approval o f  the m em ber  
o f  th e  good  w ork  th a t h a s been done. 
T he D irectors hope the resp on se  to  th is  
appeal w ill be both prom pt and g en er ­
ous.”
I  have seen newspaper articles 
in which i t  was sta ted  th a t  the  out­
standing event of Mr. Pace’s ad­
m inistration  as President of the  
New York S ta te  Society of C erti­
fied Public Accountants was the  
defeat of the  Hutchinson Bill. This 
g rea t achievem ent was more diffi­
cult according to  the  le tte r  quoted 
above th an  working fo r the  pas­
sage of the  McGinnies and Phelps- 
Downing Bills. Remember the fact 
that the provisions of the three, as 
said before, are practically identi­
cal.
In order to  be successful in ob­
tain ing  legislation, your chairm an 
suggests th a t  we work fo r new 
m em berships so th a t  the  Account­
an ts ’ Legislation Conference o r 
such o ther bodies th a t  we m ay con­
solidate w ith, m ay have a  larger 
m em bership, all pledged to the  fu r ­
therance of regulatory  legislation 
th a t  will protect the  business public 
and a t  the  same tim e the  in terests 
of the  public accountant; and fo r 
the  purpose of th is  larger m em ber­
ship, to invite to join our forces all 
non-Certified Public Accountants 
and Certified Public A ccountants of 
the  S ta te  of New York and those of 
o ther s ta tes  practicing here, who 
believe in the  principles of th e  Mc­
Ginnies, Phelps-Downing and 
Hutchinson Bills, so th a t a t  the  
nex t session of the  Legislature we 
can go to  Albany w ith a larger fol­
lowing behind us and present a
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more perfect bill, em bracing those 
principles, th an  has yet been p re­
sented.
Respectfully subm itted,
PER LEY  MORSE,
Chairm an.
New York, June 3, 1926.
WORK PROCEDURE IN  
EXAM INATIONS
(T he P ace Student, A pril, 1926.)
The exam inations in practical 
accounting set by the  various 
C. P. A. boards of exam iners and 
by th e  Am erican In stitu te  are  de­
signed to  te s t  candidates in th a t  
m ost difficult of all th ings— the 
application of theory  to a s ta te  of 
facts. I t  is not strange, therefore, 
th a t  the  subject of practical ac­
counting is the  m ost difficult one 
w ith which the C. P. A. candidate 
has to  cope.
Probably one of the  chief causes 
fo r failure on th e  p a rt of candi­
dates is the  lack of technical work 
procedure by which the  detail in­
cident to th e  solution is handled 
accurately and rapidly. A candi­
date often spends a  large p a rt of 
the  allotted tim e in w andering aim ­
lessly through  the  fac ts  of the  
problem. He m ay retrace  the  same 
steps a  num ber of tim es. He m ay 
become so involved in com puta­
tions and o ther detail th a t  he over­
looks m ajo r m atte rs  of theory. He 
th u s  becomes hurried  and con­
fused, and his paper gives evidence 
of his lack of seasoned accounting 
ability.
These unfortunate  resu lts can 
be avoided by the  development of 
system atic work procedures. The 
accountant, in practice, finds it 
necessary to  develop a technical 
work procedure and the  develop­
m ent of such a m ethod in connec­
t io n  w ith  the  solving of problems, 
as an incident to preparation for 
an  examination, will be found 
equally beneficial.
M any problems require the  prep­
aration  of a balance sheet or an 
operating statem ent, or both, on 
the  basis of a given sta tem ent of 
facts. U nder such circumstances,
it  is usually preferable to  make 
and subm it journal entries fo r the  
ad justm ents, even though journal 
entries m ay not be required. The 
exam iner who ra te s  the  paper is, 
th rough  the  medium of journal 
entries, enabled to follow step by 
step the  development of the  solu­
tion by the  student. I f  the  prob­
lem calls fo r sta tem ents only, and 
an e rro r occurs in a sta tem ent, the  
exam iner can trace the  reason for 
the  e rro r by reference to the  jo u r­
nal entries, and can determ ine the
T H E O R Y  O F A C C O U N T S
1. E xp la in  th e  purp oses fo r  w hich a re­
serve  m a y  be used , and g iv e  an  exam ple  
o f  each .
2. E x p la in  from  w h a t sou rces “cap ita l 
su rp lu s” m ig h t ar ise .
3. W hat are th e  ob jects to  be atta ined  
in  accou nting  fo r  labor in  the p lan t, p a y ­
roll office, and in  connection w ith  burden  
co sts  ?
4. U n der w h a t c ircu m stan ces w ould  a 
corporation be justified  in  reap p ra isin g  
and w r itin g  up th e  item  o f  g ood -w ill?
5. D efine “trea su ry  stock ,” and exp la in  
how  i t  is  acquired and fo r  w h a t purpose  
i t  is  u su a lly  used.
6. T he aud itor o f  a  corporation  w hich  
h a s been accustom ed to  m ak in g  in v e st­
m en ts in  in terest-p a y in g  secu rities , in  
m ak in g  h is  sta tem en t to  th e  d irectors  
p resented  a ba lan ce sh ee t sh ow in g  a  sur­
p lu s o f  $75,000. A fte r  d iscu ssion , the  
d irectors determ ined th a t th ey  did n ot  
w ish  to  declare a dividend out o f  th e  
surp lus, and g a v e  th e ir  aud itor th e  fo l­
lo w in g  order: “ D ecrease th is  surp lu s by  
in v e stin g  $50,000 in  th e  bonds o f  the  
XYZ C om pany.” P resu m in g  there w a s  
an item  in  th e  a fo resa id  balance sh eet o f  
cash , $80,000, w h at effect w ill th e  pur­
chase o f the bonds as ordered by  th e  
directors have  upon th e  surp lus o f  
$75,000?
7. In th e  preparation  o f  a  consolidated  
balance sh eet w hen  are profits properly  
regarded  as h a v in g  been rea lized ?
8. A rthu r M ason is  th e  tru stee  o f  a  
syn d icate  to  w hich th ere  h as been con­
trib uted  the sum  o f  $2,000,000 in  cash . 
T his cash  h a s been in v ested  in  ra ilw ay  
bonds. On Jan u ary  1, 1925, th e  tru stee  
en ters in to  an ag reem en t w ith  th e  B lank  
D evelop m en t C om pany, organized  w ith
proper num ber of points th a t  
should be deducted fo r the  e rro r 
made. If the  journal entries a re  
not subm itted, the  exam iner f re ­
quently has little  or no chance to  
gauge the  seriousness of the  e rro r 
and is quite likely to penalize w ith 
severity. Furtherm ore, the  candi­
date him self is able to th ink  more 
clearly if he reduces each step to  
technical accounting form , and he 
is thus able to prevent errors and 
to  correct errors th a t  he m ay have 
made.
an authorized  cap ita l stock  o f $4,000,000, 
o f  w h ich  $300,000 h as been subscribed  
to  and paid fo r  in  cash . U nder th e  term s  
o f  th e  a g reem en t th e  tru stee  is  to  de­
liv er  to  th e  com pany th e  bonds w h ich  
he holds, p lu s $900,000 in  cash , in  e x ­
ch ange fo r  th e  com pany’s un issu ed  stock. 
The a g reem en t fu r th er  provides th a t  
should th e  tru stee  fa i l  to  p a y  th e  cash  
in to  the com pany’s trea su ry  w ith in  s ix ty  
days he is  to  return to  th e  com pany tw o  
sh ares o f  stock  fo r  ev ery  $100 o f  cash  
not paid .
A t  th e  exp ira tio n  o f  th e  s ix ty  days th e  
tru stee , b e in g  unable to  m ake th e  cash  
p aym ent, com plied  w ith  the term s o f  th e  
contract b y  retu rn in g  to  the com pany  
th e  stock . On th e  day th is  stock  w a s  
returned to  th e  com pany a n ew  syn d icate  
w a s form ed  under th e  sam e m anagem en t. 
T he n ew  syn d ica te  contracted  w ith  th e  
com pany to  pu rchase a t par th e  securi­
t ie s  held  by  i t  in  consideration  o f a  bonus 
o f  th ree-fifth s o f  th e  sh ares o f  stock  
surrendered by  th e  first syn d icate . H a lf  
o f th e  purchase price  w a s paid in  cash  
and the balance payab le  in s ix ty  days.
P repare journal en tr ies  record ing th e  
tran sa ctio n s on the. books o f  th e  B lank  
D evelop m en t Com pany.
9. A  construction  com pany a t th e  c lose  
o f its  fiscal period h a s a num ber o f  un­
com pleted  contracts in  variou s s ta g e s  o f  
p rogress. H ow  should th ey  be treated  
in  c los in g  th e  books?
10. A  banker w ish es  to  purchase a  
la rg e  portion  o f  th e  bond issu e  o f  a  
stree t ra ilw a y  corporation  and em ploys  
an accou ntant to  exam in e th e  accounts.
(a )  W hat is  th e  in form ation  to  be  
g iv en  th e  ban ker?
(b ) W h at im p ortan t accou nting  m a t­
te r s  should be g iv en  sp ecia l a tten tio n , 
and h ow ?
C. P. A. EXAMINATION QUESTIONS, 
KENTUCKY
MAY 1 8 , 19, AND 2 0 , 1926
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A U D IT IN G
1. A  la rg e  m a n u fa ctu rin g  com pany  
th a t p a y s r o y a lt ie s  on a  p a ten ted  artic le , 
em ploys you to  m ake a  com plete  aud it 
o f  i t s  a ffa irs fo r  w h om soever  m ay  be  
in terested .
N a m e s ix  d ifferen t p a rties  w h ich  m ig h t  
be in terested  in  your rep ort and sta te  
in  w h a t p h a ses o f  th e  aud it each  w ould  
be particu lar ly  in terested .
2. S ta te  a t le a s t  five th in g s  th a t should  
be defin itely  understood b etw een  an au­
d itor and c lien t concern ing  th e  scope o f  
th e  w ork to  be done in  an aud it and e x ­
p la in  w h y  th ese  th in g s  should be under­
stood.
3. U pon w h a t w ould  th e  probab ility  
o f  a  fa ls ifica tio n  o f  accou nting  records 
depend ?
4. A  K entucky B u ild in g  and L oan A s ­
socia tion  w a s incorporated  and began  
b u sin ess in  1924. I t  is  under th e  su per­
v isio n  o f  the S ta te  B an k in g  C om m is­
sioner. Y ou are ca lled  upon to  aud it its  
accounts fo r  th e  y ea r  1925 and find it s  
published litera tu re  and loan  contracts  
stip u la te  in terest  o f  13 cen ts per w eek  
o n  each $100, and th a t  i t  h a s been col­
lec tin g  in terest  a t  th is  ra te  on a ll loans. 
T he loans m ature in  1 2½ y ea rs . T h is  
app ears to  be contrary  to  th e  K entucky  
S ta tu tes  w h ich  sp ec ify  th e  leg a l ra te  o f  
in te re st  a t  6 p er  cen t p er  annum  and  
s ta te  th a t a ll con tracts fo r  g r ea te r  than  
th e  leg a l ra te  sh a ll be void  fo r  th e  ex cess .
W hat recom m endation w ould  you  m ake  
in  regard  to  th e  m a tter  and w h y ?
5. Y ou are called  upon to  aud it the  
records o f  th e  C ity  T reasurer o f  S treet  
Im provem ent F unds and find th a t he has  
28 sep arate  s tr ee t im provem ent bond  
issu es , and th a t h e  m a in ta in s a separate  
bank account fo r  each  issu e .
T he bonds are a ll payab le  in  se r ie s  on 
A u g u st 1 st o f  each  y ea r  and in te re st  on  
th e  bonds is  payab le  sem i-an n u a lly  on 
F eb ru ary  1st and A u g u st  1st o f  each  
year. P a y m en ts o f  in te re st and princi­
pal are due from  the prop erty  ow ners 
on Jan u ary  1 st and J u ly  1 st o f  each  year  
and a ll p a ym en ts are su bject to  p en a lty  
o f  10 per cen t i f  not paid w ith in  30 days 
a fte r  th e  sam e becom e due.
Y ou do n ot find a n y  recorded paym en ts  
o f  p en a lties  and all bonds and bond in ­
te r e s t  app ear to have  been  paid  w h en  
due, but a  num ber o f  th e  bank accounts 
sh ow  overd rafts a t  var iou s tim es.
W hat step s w ould  you  tak e  to  ascer ­
ta in  i f  the C ity  T reasurer  had properly  
accounted fo r  a ll m on eys and properly  
d ischarged  th e  d u ties o f  h is  office?
6. W hat m a tter s are o f p articu lar con­
cern to  an  aud itor in  th e  verification  o f  
sin k in g  fu n d accou nts?
7. Should a  reserve  fo r  depreciation  in  
land ever  be se t  u p ?  I f  so, w h en ?
8. T he A  Corporation w rote  up good  
w ill and credited  surp lu s w ith  an  am ount
equal to  i t s  ou tsta n d in g  cap ita l stock , 
and then paid  a  stock  dividend o f  100 
p er  cent.
(a )  A s  an  aud itor w h a t excep tion  could  
you tak e  to  th e  fo r eg o in g ?
(b ) W ould your p o sitio n  be d ifferent  
i f  a stock  dividend w ere  n o t paid ? W hy ?
9. G iven th e  fo llo w in g  q u estion  and  
five an sw ers (one o f w hich is  r ig h t and  
th e  others w ro n g ) s ta te  w h ich  is  the cor­
rect a n sw er and in  w h a t resp ect the  
others could not be justified .
Q uestion: I f  th e  p referred  stock  o f  the  
A  C orporation h a v in g  a surp lus o f  $50,-
000 is  8 p er cen t cum ulative, and i f  th e  
com pany h a s declared and paid  on ly  
12 per cen t on th is  stock  since th e  or­
g a n iza tio n  o f  th e  corporation  on J an u ­
a ry  1, 1923, h ow  should  th e  unpaid 12 
per cen t be trea ted  on a  balance sh eet  
D ecem ber 31, 1925?
A n sw er  N o. 1— I t  should be ignored .
A n sw er  N o. 2— T he book balance o f  
surp lus account should  be reduced by  
th e  am ount o f  th e  unpaid  dividend and a 
“ Special R eserve  fo r  U n p aid  C um ulative  
P referred  D iv idend s” fo r  th e  sam e  
am ount should  be show n.
A n sw er  N o . 3— A  fo o tn o te  should be 
m ade on th e  balance sh ee t s ta t in g  there  
w ere  unpaid  cum ulative  dividends on the  
p referred  stock  am oun tin g  to  $... ...............
A n sw er  N o . 4— T he book balance o f 
surp lus a c c o u n t should  be reduced by  
th e  am ount o f  the unpaid  d ividends and  
a deferred  cred it fo r  th e  sam e am ount 
should be show n.
A n sw er N o. 5— T he am ount o f  unpaid  
dividends should be show n a s  a  current 
lia b ility  o ffse t by  a  deferred  charge fo r  
th e  sam e am ount.
10. On F eb ru ary  2, 1925, you  under­
tak e  to  m ake a  d eta iled  aud it fo r  th e  
y ea r  1924 o f  a  sm all reta il sta tio n ery  
and job  p r in tin g  b u sin ess th a t had been  
accustom ed to  h a v in g  annual aud its. 
A ll records w ere k ep t on a B urroughs’ 
p o stin g  m achine, and th e  cash  account 
w a s included in  accou nts receivab le  con­
tro l. A fte r  check in g  a ll records in  de­
ta il, inclu d ing  fo o tin g s  and p o stin g s , you  
find th a t on A u g u st 28, 1924, th ere  w a s  
dropped a balance on th e  cash  account 
o f  $1,268.49, and, a fter  re in sta tin g  th is  
am ount and v e r ify in g  ba lan ces you  found  
th e  cash , on D ecem ber 31 st, 1924, short  
$1,268.49. U p on b e in g  confronted w ith  
th is  app arent sh o rta g e  th e  bookkeeper- 
ca sh ier  produced to  you  checks and d ra fts  
payab le  to  th e  order o f  the com pany, and  
all dated F eb ru ary , M arch, and A pril,
1924, a g g r e g a tin g  $1,225 and h is  ow n  
check p ayab le  to  th e  com pany fo r  $43.49 
to  m ake up th e  rem ainder o f  th e  sh ort­
age . H e  refu sed  to  offer a n y  ex p la n a ­
tion . A ll accounts receivab le  and p a y ­
able w ere du ly confirm ed.
(a )  W h at fu rth er  ste p s  w ould you take  
to  ascerta in  i f  th e  $43.49 represented  
h is  to ta l sh o rta g e?
(b ) In  w h a t m anner could th e  book- 
k eep er-cash ier  have benefited  b y  hold­
in g  such checks and dropping such b a l­
an ce?
COM M ERCIAL L A W  
CO R PO R A TIO N S
1. O utline in  deta il w h a t is  n ecessa ry  
to  be done in  th e  form ation  o f  a  corpora­
tion , a ssu m in g  th a t  th e  form ation  is  n o t  
com pleted  un til th e  corporation is  read y  
to  en g a g e  in  th e  b u sin ess fo r  w h ich  i t  
w a s incorporated.
2. M ay a  corporation , upon i t s  o rgan i­
zation , r a t ify  con tracts m ade by  its  pro­
m o ters on i t s  b eh a lf before  i t  w a s  
form ed, i f  so , w h y; i f  not, w h y  n o t?
3. W hat are the ch ie f  e lem en ts o f  cor­
porate  ta x a tio n ?
4. A , th e  ow ner o f  five hundred sh a res  
o f  stock  in  a corporation , execu ted  h is  
w ill on June 1, 1925, in  w hich he be­
queathed  h is  stock  to  B . On J u ly  1, 1925, 
a  dividend o f  6 p er  cen t w a s declared  
b y th e  corporation , payab le  in  th ir ty  
days. A  died on J u ly  20 , 1925. W ho is  
en titled  to  th e  dividend on th e  stock  fo r ­
m erly  ow ned b y  A , and w h y ?
5. B abson subscribed to  ten  thousand  
dollars w orth  o f  bonds o f  th e  D ayton  
Im p lem ent C om pany, upon th e  a g ree ­
m en t th a t  h e  w a s to  receive  an  am ou n t 
o f  th e  cap ita l stock  o f  th e  com pany equal 
a t  it s  p a r  v a lu e  to  th e  p ar va lu e  o f  th e  
bonds subscribed. T he com pany su b se­
qu en tly  becam e in so lv en t and one o f  th e  
corporate cred itors contends th a t B ab­
son  m u st p a y  fo r  th e  stock  w h ich  w a s  
g iv en  to h im  a s  a  bonus fo r  h is  bond sub­
scrip tion . Is  B abson  liab le  fo r  p a y m en t  
fo r  th e  stock  so  issu ed  ? E xp la in  fu lly .
6. W hat are th e  b y -law s o f  a  corpora­
tion , and w h a t lim ita tio n s are th ere  upon  
th e  adoption o f  b y -la w s ?
7. F o r  w h a t debts o f  a  corp oration  
are th e  d irectors a lw a y s p erso n a lly  
lia b le?
8. W hat, in  you r  opinion, should b e  
ascerta in ed  in  determ in ing  w h eth er  a  
corporation  is  p r iv a te  or quasi public?
9. W hat do you  understand to  be the  
fu n ctio n s o f  an  underw riter  o f corp orate  
stock  ?
10. A  corporation  h a s purchased one  
hundred sh ares o f  it s  com m on stock  
w hich  i t  now  holds. B y  w hom , i f  a t  a ll,  
m ay th is  stock  be voted  a t  stockh old ers  
m e etin g s?
C O NTR ACTS
1. T he Jon es C om pany w a s behind  
w ith  th e  d e liv ery  o f  it s  orders. S m ith , 
a s one o f  it s  custom ers, offered a bonus 
o f  tw o hundred dollars i f  th e  com pany  
w ould d e liver  th e  balance o f  h is  order a t  
once, th e  d e liv ery  date agreed  upon h a v ­
in g  passed . The Jo n es C om pany m ade
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im m ed ia te  delivery  o f  th e  ba lan ce o f  
S m ith ’s order, and w h en  he refu sed  to  
p a y  th e  tw o  hundred dollars th e  com pany  
b ro u g h t an action  a g a in st  h im  fo r  th a t  
am ount. Should th e  com pany recover?
2. H ow ard, a  hardw are m erchan t, w a s  
an ex ten siv e  dea ler  in  p a ils , su p p ly in g  
m a n y  custom ers. H a rt & C om pany o f­
fered  to  fu rn ish  H ow ard a ll th e  five  
pound p a ils  he w anted . T h is offer w a s  
accepted  b y  H ow ard, b u t la te r  h e  pur­
chased  p a ils  from  anoth er com pany. 
W ould H ow ard be liab le  to  H a rt & C om ­
p a n y  fo r  a breach o f contract?
3. A  and B en ter  in to  a con tract in  th e  
S ta te  o f  F lor ida  w h ich  i s  v a lid  in  th a t  
S ta te , bu t w h ich  w ou ld  be in va lid  if  
m a d e in  K entucky. A  undertak es to  seek  
en forcem en t o f  the contract in  th e  courts  
o f  K entucky. E x p la in  under w h a t con­
d itions the K entucky courts w ould en ­
force  th e  contract and under w h a t con­
d itions en forcem en t could n o t be ob­
ta in e d  through  th e  K en tucky courts.
4. W here a  p a rty  breaks h is  contract, 
w h a t  r ig h ts  m ay  th e  o ther p a rty  to  the  
co n tra ct acqu ire?
5. W h at do you  understand  b y  th e  
w ord “w arran ty” and w h a t b y  th e  word  
" rep resen ta tion ” a s  used  in  connection  
w ith  th e  la w  o f co n tra cts?
P A R T N E R S H IP
1. Y ou  are in  partnersh ip  w ith  H anson , 
c a r r y in g  on a  g en era l m erch an d isin g  
b u sin ess in  a bu ild in g  ow ned b y  both . 
H anson  d ies and h is  ex ecu to r  and H an ­
so n ’s son  in s is t  upon com in g  in to  th e  
store  and p a rtic ip a tin g  in  w in d in g  up th e  
bu sin ess. Can yo u  exclud e th em  or  
e ith er  o f  them , and tak e  ex c lu siv e  con­
tr o l?
2. Y ou are called  in  to  aud it th e  books  
and records o f  a  partnersh ip  o p eratin g  
under th e  firm  nam e o f  Jones & Sm ith. 
In m a k in g  th e  c lo s in g  and a d ju stin g  en ­
tr ie s  Jon es te lls  you  th a t  h is  account 
should be credited  w ith  tw o  thousand  
dollars and S m ith ’s account charged  w ith  
th is  am ount. H e ex p la in s to  you  th a t  
Sm ith  h a s been  a w a y  du ring th e  en tire  
y ea r  and th a t  th e  tw o  thou san d  dollars  
i s  a  charge fo r  sa la ry  w hich he is  m ak in g  
a g a in s t  Sm ith , becau se  h e  h a s had  the  
en tire  b u sin ess to  m an age. W h at w ould  
you  do, and w h y  ?
3. Y ou  are in  partnersh ip  w ith  W ood. 
Y o u  have  considerable p r iva te  property  
n o t  connected  w ith  th e  partnersh ip . 
W ood a lso  h a s  p r iv a te  property . T he  
firm  p roperty  c o n sists  o f  a  stock  o f  m er­
chand ise, store  bu ild in gs and fix tures. 
T h e firm  becom es indebted to  M ason, 
who b r in gs su it  to  recover h is  m oney , 
and  obtains jud gm en t. Can th e  sh eriff  
se ize  your sep arate  property  to  sa t is fy  
th is  jud gm en t, or can you  in s is t  th a t  he  
should  first go  a g a in st  th e  firm  prop­
e r ty ?
4. A , B , and C are partn ers and a g ree  
th a t on  the death  o f  a n y  one o f  th em  D  
is  to  be adm itted  in to  th e  partnersh ip . 
Is  th is  ag reem en t b in d ing  on A , B and  
C ? Is  i t  b in ding  on D ?
5. P repare and su bm it a  partnersh ip  
ag reem en t such a s  you w ould approve  
in  m ak in g  an aud it o f  a  partnersh ip . 
P rovide fo r  a ll m a tters  w hich should  be 
covered in  such an  agreem en t.
A G E N C Y
i f  a n y , d o es  th is  action  have  upon the  
draw er and endorsers, and w h y ?
2. N am e th e  d ifferen t w a y s  in  w h ich  a  
person  secondarily  liab le  on a  n eg o tia b le  
in stru m en t m a y  be d ischarged .
3. W ould you , a s indorser o f  th e  fo l- 
lo w in g  n ote , be liab le  fo r  i t s  paym en t 
in  ca se  th e  m aker should  fa i l  to  p a y ?
1. Y ou offer B u m s  a com m ission  o f  4 
per cen t i f  h e  w ill se ll your fa rm  fo r  not  
le s s  than  ten  thousand dollars, and i f  he  
can g e t  m ore th a n  te n  thousand  dollars 
fo r  it  he is  to  receive  h a lf  th e  ex cess  in  
addition  to  th e  4 p er  cen t. B efore  
B urns finds a purchaser fo r  th e  fa rm  
you  decide th a t  you  w ill n o t se ll. Can 
you  revoke th e  pow er o f  a g en cy  g iv en  
b u m s w ith o u t le g a l lia b ility ?
2. D a v is  held  a  p rom issory  n ote  
sig n ed  b y  Jam es. W hen the n ote  w as  
due D a v is sen t i t  to  T hom as, o f  C hicago, 
fo r  collection . W hen th e  n ote  reached  
T hom as he learned  th a t J a m es had m oved  
to  N e w  Y ork, and se n t th e  note  on to  
B row n o f  th a t c ity  w ith  in stru ction s to  
co llect. B row n co llected  th e  n ote  but re­
ta ined  th e  fu n d s and can n o t be located . 
D a v is in s is ts  th a t  T hom as p a y  him  the  
am ount called  fo r  on the note . Is  T ho­
m as lia b le  fo r  th e  am oun t o f  th e  note , 
and w h y ?
3. W hat is  a  bank’s lia b ility  w ith  r e f­
erence to  n eg o tia b le  paper l e f t  w ith  it  
fo r  co llection :
 (a )  W here co llection  is  m ade b y  its  im ­
m ed ia te  officers and serv a n ts?
(b ) W here i t  i s  n ecessa ry  fo r  th e  bank  
to  em ploy an independent a g en cy , a s  a 
n ota ry  public or  another bank?
4. (a )  M ay an a g en t dea l w ith  h im se lf  
to  h is ow n p ersonal g a in  in  tra n sa ctin g  
b u sin ess fo r  h is  p r incip a l?
(b ) U n der  w h a t c ircu m stan ces or con­
d itions m a y  an a g e n t w ho is  g iv en  a u ­
th o r ity  to  se ll p roperty  o f  h is  principal, 
se ll i t  to  h im se lf?
5. H en ry  H atson , one o f  your  c lien ts, 
h as ju s t  received  a  le tte r  fro m  th e  R ev­
enue A g e n t in  C harge, a d v isin g  h im  th a t  
a report subm itted  b y  one o f  h is  field  
depu ties (a  copy  o f  w hich h e  en c lo ses)  
sh ow s th a t an  a ssessm e n t o f  ten  th ou ­
sand dollars should be m ade a g a in st him  
on account o f  additional incom e ta x  due 
fo r  th e  y ea r  1920. P repare  a pow er o f  
a tto rn ey  fo r  you r  c lien t to  s ig n  ap p o in t­
in g  you  a s  h is  a g e n t to  rep resen t him  
in  th e  m a tter , both  b efo re  th e  R evenue  
A g e n t and th e  C om m issioner o f  In ternal 
R evenue.
L o u isv ille , K y ., June 30, 1925.
N in e ty  d a y s a fte r  date  I prom ise  to  
p a y  Southern  A d v er tis in g  C om pany, five  
hundred dollars a t  Southern  B ank, 
L o u isv ille , K y., v a lu e  received.
N o. 350. D ue Septem ber 29, 1925.
(S ig n e d ) JO H N  D O E .”
4. A  n ego tia b le  p rom issory  n ote  is  de­
livered  to  you  indorsed  b y  th e  payee. 
Y ou d iscoun t it ,  in d orsin g  “w ith o u t re ­
course.” I t  la te r  app ears th a t  th e  in ­
stru m en t is  n o t gen u in e, and th e  bank  
seek s to  hold you  fo r  th e  am ount o f  th e  
note. D oes your ind orsem ent “w ith ou t  
recourse” re liev e  you  fro m  lia b ility  to  th e  
bank on th is  n o te?
5. A n  in fa n t a ttem p ts  to  tr a n sfe r  a 
n eg o tia b le  in stru m en t b y  indorsem ent.
(a )  D oes th e  ind orsem ent p a ss the  
p roperty  th ere in ?
(b ) Can th e  in fa n t be held  liab le  on  
th e  in stru m en t ?
N E G O T IA B L E  IN S T R U M E N T S
1. T he holder o f  a  check procures a 
certification  b y  th e  bank. W hat effect,
P R A C T IC A L  A C C O U N T IN G  
P rob lem  I
T rial ba lan ce a fte r  c lo s in g  th e  books 
o f  A  and B  (co p a rtn ersh ip ), on J an u ary
1, 1925, w a s  a s  fo llo w s:
C ash ............................  $365.55
M ateria ls and Sup­
p lies  (S to r e s )  ....  12,017.01
D rillin g  E qu ipm ent 24,307.27
L easeholds, C o s t ....  4,659.95
D iscovery  V alue o f  
O il in  p lace (O r­
ig in a l R eserves,
456,995 b b ls.) ....  372,796.00
P h y sica l P ro p erty
on L easeholds ....  23,249.75
R eserve  fo r  D epre­
ciation  o f  D r illin g  
E qu ipm ent (A n ­
nual R a te  25 per
cen t) ........................ $6,076.82
R eserve  fo r  D epre­
cia tion  o f  P h y s i­
cal P r o p e r t y
(U n it  B a s is )  ....... 500.00
R eserve  fo r  D ep le­
tion  o f  C osts o f  
L e a s e  ( U n i t
B a s is )  .....................  100.00
R eserv e  fo r  D ep le­
tio n  o f  D iscovery  
V a l u e  o f  O i l
(U n it  B a s is ) ....... 8,000.00
N o tes P ayab le  ....... 40,000.00
In vestm en t o f  A ....  500.00
In v estm en t o f  B ....  500.00
U ndivided Profits... 8,922.71  
U n rea lized  A p pre­
c ia tion  ..... ................ 364,796.00
R ealized  A p precia­
tion  .......................... 8,000.00
T o ta ls ............ 437,395.53 437,395.53
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Cash Receipts and Disbursem ents from  
January  1st to May 31st were as follows:
Sale of Oil 20,000 bbls. a t  $1.90.... $38,000
Sale of D rilling Rigs (Cost
$11,600) ..........................................  6,600
Sale of One-half undivided in te r­
est in property  ...........................  40,000
Paid fo r M aterial and Supplies
(Stores) ........................................ 12,000
Paid Notes fo r money borrowed... 40,000
Paid Expenses ...............................  27,000
Upon exam ination you find th a t the 
sale of Drilling equipm ent was made on 
January  1, 1925, and the sale of one- 
half undivided in te rest is represented by 
the following contract.
“C and D. May 21, 1925.
We will sell you a  one-half undivided 
in te rest in the John Doe leases, being 
all the leases owned by us, including all 
m aterials, supplies, physical property 
and drilling equipm ent thereon fo r the 
net sum of $250,000, payable as follows:
$40,000 to be paid in  cash upon your 
acceptance of this offer and the rem ain­
ing $210,000 to be paid out of your 
shares of the proceeds of oil produced 
and saved from  the property.
We would operate the property, either 
jointly  or a t your option form  a  new 
partnership  fo r th a t purpose, and share 
of the proceeds of all oil sold from  and 
a f te r  May 31, 1925, shall be first ap­
plied to the paym ent of your share of the 
operating expense and the rem ainder to 
be applied on your indebtedness to us 
until the full am ount of $210,000 shall 
have been paid.
Your acceptance below will constitute 
a  contract between us.
(Signed) A and B.” 
By B.
“............................. May 21, 1925.
We hereby accept the foregoing propo­
sition and tender check fo r $40,000 in ac­
cordance therew ith and elect to operate 
the property  on and a f te r  June 1st un­
der the style and firm nam e of A, B, C &
D, a  partnership.
(Signed) C and D.
By D.”
You also find there is due A and B 
from  the Oil Purchasing Agency $9,500 
fo r oil run the la st ha lf of May a t  $1.90 
per bbl. and th a t m ateria ls and supplies 
on hand May 31, 1925, am ounted to  $5,- 
627.21.
Required:
Profit and Loss S tatem ent fo r A and 
B fo r the five m onths ended May 31,
1925, w ith supporting schedules of de­
pletion, depreciation and sales of assets.
Balance Sheet of A and B as a t June
1, 1925.
Balance Sheet of C and D as a t June
1, 1925.
Balance Sheet of A, B, C and D as a t 
June 1, 1925.
N ote:— (1) I t  is desired to take up
only so much of the profit from  the sale 
of one-half undivided in terest as we 
actually realized in cash.
PROBLEM II
The Loss and Gain and Surplus Accounts of the Kentucky Company as shown 
by its  Ledger, are as below:
Loss and Gain
1920:
Dec. 31. Expense ....................... $72,596.70
Depreciation ..............  7,500.00
Bad Debts ..................  1,275.00
Dividends ..................  10,000.00
Surplus ....................... 10,678.30
102,050.00
1921:
Dec. 31. Expense ....................... 108,793.75
Depreciation ..............  12,500.00
Bad Debts ..................  7,875.00
Income Tax ................  3,500.00
Surplus ......................... 14,081.25
146,750.00
1922:
Dec. 31. Expense ....................... 105,763.79
Depreciation ..............  3,275.00
Bad Debts ..................  750.00
Dividends .... .............. 7,500.00
117,288.79
1923:
Dec. 31. Expense ....................... 115,796.89
Depreciation ..............  7,500.00
Bad Debts ............. ....  4,500.00
Dividends ..................... 5,000.00
(June 30)
Surplus ......................  10,203.11
143,000.00
1924:
Dec. 31. Expense ....................... 140,000.00
Depreciation ..............  7,000.00
Bad Debts .... .... .... .... 6,000.00
Dividends ..................  12,000.00
Income Tax ................  2,500.00
Surplus ..............,........... 14,500.00
1920:
Dec. 31. Merchandise ............  $102,050.00
102,050.00
1921:
Dec. 31. Merchandise ..............  146,750.00
146,750.00
1922:
Dec. 31. Merchandise ..............  115,288.79
Income Tax (refund) 500.00 
Surplus ....................... 1,500.00
117,288.79
1923:
Dec. 31. Merchandise ..............  142,000.00
D i s c o u n t  o n  1 0 0  
Shares Own Stock 
Bought a t  90 .....  1,000.00
143,000.00
1924:
Dec. 31. Merchandise ..............  180,000.00
P r e m i u m  o n  1 0 0  
Shares Treas. Stock
Sold a t 110 ............  1,000.00
Profit on Securities.... 1,000.00
182,000.00
Surplus
182,000.00
1921: 1920:
Dec. 31. Dividends .............. $10,000.00 Dec. 31. Loss and G a in ......... .... $10,678.30
1922: 1921:
Dec. 31. Income Tax .......... .....  7,400.00 Dec. 31. Loss and G a in .............. 14,081.25
Loss and G a in ...... 1,500.00 1923:
Dec. 31. Loss and G a in .............. 10,203.11
1923: 1924:
Dec. 31. Dividends ....................  5,000.00 Dec. 31. Loss and G a in .............. 14,500.00
Balance ......................  26,537.66 Refund Income Tax.. 975.00
50,437.66
1925
Jan . 1 B a la n c e .................. $26,537.66
Upon analyzing the accounts i t  is 
found th a t the correct am ount of depre­
ciation fo r each year is as follows:
1920   $6,000
1921   6,500
1922   7,000
1923  ........... .....................  7,500
1924   8,000
I t  is also discovered th a t in 1921, the 
item  of Bad Debts includes the Cost of 
Securities purchased am ounting to $500 
and which were sold in  1924 fo r $1,000. 
In 1922 the expense includes $5,000, rep-
50,437.66
resenting the cost of new machinery. The 
am ount of income tax  fo r each year is 
10 per cent of net profits fo r 1920 and 
1921, and 12½ per cent fo r 1922-1923 
and 1924, w ith an exemption of $2,000 
fo r each year, except 1924.
The Corporation has m aintained re ­
serves fo r  Income Tax, Bad Debts and 
Depreciation.
Required: Journal E ntries to close the 
presen t surplus account, reopen and re ­
close the books.
Ledger account showing loss and gain 
resta ted  fo r each year and surplus ac­
count reconstructed.
(2) Discovery value of m inerals in 
place is not a transferab le asset.
25 per cent.
214 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T July,
PR O B L E M  III
On June 30, 1924, T he H old in g  C orporation purchased a  co n tro llin g  in te re st  in  
th ree  operatin g  com panies, v iz , A  C om pany, B C om pany and C Com pany.
T he balance sh ee ts  o f  th e  fo u r  com panies a s a t June 30, 1925, w ere  a s  fo llo w s:
A sse ts
In v estm en ts  in  other com panies:
A  Co.— 60 p er cen t in t. (co st  $900,000)...
B Co.— 75 per cen t in t. a t  c o s t .....................
C Co.— 80 per cen t in t. a t  c o s t .....................
A d vances to  A  Co....................................................
A d vances to  C Co.....................................................
C ash ........................... ............... ..................................
A ccou nts R eceivable .............................................
In ventories ........ ..........................................................
P la n t ............... ...............................................................
H old’g  Corp. Co. A .
$1,000,000
600,000
400 ,000
100,000
50,000
50,000 $100,000
100,000
200,000
1 ,000,000
Co. B. Co. C.
$10,000
50,000
100,000
600,000
$50,000
100,000
50,000
400,000
T ota ls ... ......................................................... 2,200,000 1,400,000 760,000 600,000
L iab ilities
H old in g  Corporation ............................................
C ap ita l Stock ............................................................ $2,000,000
Surplus ... ........................................................ .............  200,000
$100,000 $50,000
1,000.000 $800,000 400,000  
300,000 ( d ) 40,000 150,000
T o t a l s ................................................................  2,200,000 1,400,000 760,000 600,000
A n a ly s is  o f  Surplus
B alance June 30, 1924 ............................. .............  $100,000
Incom e J u ly  1-D ec. 31, 1924 ............................
Incom e Jan . 1-June 30, 1925 ............................  217,500
In crease  in  va lu e  o f  A  Co. S t o c k ................... 100,000
D ividends paid Jan ., 1925 ... ..............................  217,500
$200,000
180,000
220,000
$4,000
46,000
(d )40 ,000
$100,000
25 ,000
25 ,000
300,000 50,000
B alance Jun e 30, 1925 ....... ....................  200,000 300,000 ( d ) 40,000 150,000
(d ) In d ica tes deficit.
T he fo llo w in g  additional fa c ts  s hould 
b e considered:
1. T he H old in g  C orporation  h a s  no  
o th er  incom e th a n  th e  d iv idends fro m  it s  
su b sid iar ies , w h ich  h a v e  been  ta k en  on  
to  it s  books w h en  received.
2. On June 30, 1925, th e  B oard o f  D i­
rectors o f  th e  H old in g  C orporation, by  
proper reso lu tion  ordered th e  fo llo w in g  
en try  to  be m ade on i t s  books:
D r. In v’m ent in  A  Co. $100,000
Cr. Surplus .............. ......  $100,000
3. T he in ven tories o f  A  C om pany in ­
clude $100,000 o f  goods purchased fro m  
B C om pany in  1925. T he c o st o f  th ese  
goods to  B C om pany w a s $90,000.
4. P a rt o f  th e  p la n t o f  th e  C C om pany  
w a s b u ilt b y  th e  A  C om pany in  O ctober, 
1924, a t  a  cost o f  $80,000, and fo r  th is  
w ork th e  A  C om pany charged  th e  C Com ­
p a n y  $95,000.
5. In M arch, 1925, p art o f  th e  p lan t  
o f  th e  B Com pany, w h ich  w a s  carried  on  
th e  books a t th e  co st price o f  $100,000  
w a s d estroyed  b y  fire. T he on ly  en tr ies  
m ade in  resp ect to  th is  lo ss  w a s  to  cred it  
th e  p lan t account w ith  in su ran ce received  
o f  $50,000 and sa lv a g e  o f  $5,000, th e  cor­
respond in g  deb its b e in g  to  cash .
R eq u ired :
(a )  C onsolidated  balance sh ee t o f  th e  
fo u r  com panies a s  a t  Jun e 3 0 ,  1925, sh ow ­
in g  th e  m in o r ity  in te re sts  o f  each  com ­
pany.
(b ) C onsolidated  sta tem en t o f  surp lus  
Ju n e 30 , 1925.
(c )  O utline a  procedure d ifferen t from
th a t you  h a v e  fo llo w ed  in  han d lin g  un­
rea lized  in ter-com pan y  profits and s ta te  
w h a t effect i t  w ould  have  on th e  incom e  
ta x  lia b ility  o f  th e  consolidated  com ­
pan ies.
PR O B L E M  IV
T he L ex in gton  M illin g  C om pany, In ­
corporated, b egan  b u sin ess J u ly  1, 1924, 
w ith  th e  fo llo w in g  a sse ts  and lia b ilitie s:
A s se ts
C ash ................................ $400,000
M ill B u ild in g  ... .......... 45,000
M ill E quipm ent .........  40,000
Good W ill .....................  15,000
Good W i l l ............. ..........
P urch ases, W h e a t  
500,000 bus. a t  $1.80  
P urch ases, C om  100,-
000 bus. a t  $0.70....
P u rch ases, F lou r  In ­
gred ien ts ...................
P u r c h a s e s ,  F l o u r
P a ck a g es ...................
Purcha s e s ,  M e a l
P a ck a g es ...................
Purcha s e s ,  F e e d
P a ck a g es ...................
P u rch ases, M iscellan ­
eous M erchandise  
M illin g  E xp en se, L a­
bor ........ ........................
M illin g  E x p en se , Sun­
dry  ....— .......................
D ep recia ti o n ,  M i l l  
B u ild in g  & E qu ip ­
m en t ........ ...................
S e llin g  E x p en se  .........
A d m in istra tiv e  E x ­
p ense  ............... ............
S a les, F lou r  ............ .....
S a les, M eal ...................
S a les, M ill F e e d .........
S a les, M iscellan eou s
M erchandise ............
C ap ita l S tock  ... .........
15 ,000
90 0 ,000
70 ,000 
5,000
5 5 ,000
20,000 
36,000
150,000 
26,500
3,750
4,900
4 0 ,000
35 ,000
889,790
85,000
177,040
155,000
500,000
T ota l A sse ts  .........  $500,000
L ia b ilities  
C apital Stock A u thorized  and
O utstan d ing  .................................... $500,000
T h e  principal operation s co n sist o f  
pu rch asin g  w h ea t and c o m  from  the  
grow ers a t h a rv est t im e  and m illin g  the  
sam e in to  flour and m eal. T he by-prod- 
u cts o f  w h ea t and c o m  bran are m ixed  
and m arketed  a s m ill feed . A ll products  
are packed in  sack s d a ily  a s m ade. T he  
com pany a lso  b u y s and se lls  m iscella n e­
ous m erchandise, c o n sistin g  princ ip a lly  
o f  feed s and seeds.
T ria l ba lan ce, before  c lo s in g , on June  
30th , 1925, i s  a s  below :
Cash .................................  $54,850
A ccou nts R eceivable... 310,730
M ill B u ild in g  ..............  45,000
R eserve  fo r  D epre­
ciation  ........ ..........
M ill E qu ipm ent ____  40,000
R eserve  fo r  D ep re­
cia tio n  ................. . 4,000
T o ta ls  ................. 1,811,730 1,811,730
In ven tories on Jun e 30th , a t cost, w ere  
a s  fo llo w s:
W heat F lou r, 10,000 bbls. a t .... ............. .......
C om  M eal, 12,000 cw t. a t ............. .................
M ill F eed , 5,000 cw t. a t ... ....................... .......
W heat, 15,000 bus. a t  $1.80.........  $27,000
Com , 5,000 bus. a t  $0.70 ............  3,500
F lo u r Ing red ien ts  ---------------------  150
F lo u r Packages, em p ty  ............... 5,000
M eal Packages, em pty  ................. 2,000
Feed Packages, em pty ................. 9,000
M iscellaneous M erchandise .........  25,000
A  su m m ary o f  m a n u fa ctu rin g  opera­
tio n s fo r  th e  y e a r  is  a s  fo llo w s:
W heat g r o u n d ... .470,000 b u sh els (60 -lb s.)
F lou r  m a d e ......... 98,979 barrels (196-lb s.)
W h eat B r a n ..............4,400 to n s (2 ,000-lb s.)
C om  g r o u n d ......... 93,000 bu sh els (56 -lb s.)
M eal m ade ................46,000 cw t. (100-lbs.)
C om  B ran ............. .....276 to n s (2 ,000-lb s.)
I t  is  desired  to  com pute th e  v a lu e  o f  
w h ea t bran a t  $30.00  p er  ton  and th e  
c o m  bran a t  $20.00 per ton , p lu s pack­
a g e  costs.
I t  i s  a lso  desired  to  m ake a m illin g  
charge  a g a in st m eal a t  10 cen ts per  
b u sh el on th e  c o m  ground.
F rom  th e  fo r eg o in g  prepare th e  fo l­
low in g:
(1 )  S ta tem en t o f  m a n u fa ctu rin g  co sts  
on th e  m ill floor, ex c lu siv e  o f  se llin g  and  
a d m in istra tive  ex p en ses, o f
(a )  F lou r, per barrel.
(b ) M eal, per 100 pounds.
(c )  M ill feed , p er 100 pounds.
(2 )  U s in g  th e  co st so obtained, com ­
p le te  the in v en to ry  and prepare a
L o ss and G ain S ta tem en t sh ow ing  
sp ecifica lly  th e  fo llo w in g :
T rad ing  profit on each  o f  th e  fo u r  
d iv ision s o f  sa les .
T axab le  incom e.
A ccrued incom e ta x  (R even u e A ct 
o f  1924).
(3 )  B alance S h ee t a s  a t  Jun e 39 , 1925.
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AMERICAN ARBITRATION ASSOCIATION
R E P O R T  O F A C C O U N T A N T S’ CO M M ITTEE
T H E Am erican A rb itra tion  As­sociation is  the  am algam a­
tion  as from  F ebruary  1, 1926, of 
A rbitra tion  Foundation, Inc., A r­
b itra tion  Society of America, Inc., 
and A rbitra tion  Conference. A t 
present i t  has a board of eight di­
rectors, a staff of five members, 
and a council of seventy-one mem­
bers. I ts  offices are  in 342 Mad­
ison Avenue, New York City, 
w here visitors are  always welcome 
and accountants in particular.
For the  purpose of receiving a 
report from  an A ccountants’ Com­
m ittee, inherited  from  th e  A rb itra ­
tion Society of America, Inc., the  
board of directors entertained a t 
a luncheon in the  Uptown Club in 
New York City on the  10th of June 
th e  m em bers of th a t  committee 
and representatives of th e  New 
York, New Jersey, and Connecticut 
organizations of certified public 
accountants and of the  boards of 
exam iners of those sta tes, which 
included representative m em bers 
of The Am erican Society of Cer­
tified Public A ccountants, Am eri­
can In stitu te  of A ccountants, and 
N ational Association of Cost Ac­
countants.
A fter the  report of the  Account­
a n ts ’ Committee was received the  
following topics were brought up 
fo r  consideration and considerable 
discussion was had thereon, viz:
1. Prom otion of a rb itra tion  as a 
sub ject in the  curriculum  of ac­
countancy schools and of the  inclu­
sion of questions on arb itra tion  in 
certified public accountant exami­
nations.
2. Education of p resen t certified 
public accountants on arb itra tion  
th rough  m em bership in and the  
lite ra tu re  of the  Am erican A rbi­
tra tio n  Association.
3. Prom otion of th e  use of ac­
countants as a rb itra to rs  and as ex­
p e rts  in a rb itra tion  cases.
4. Development of in te rest on 
the  p a rt of certified public account­
an ts  in proper a rb itra tion  legisla­
tion—the  legislatures of 30 sta tes 
m eet in the  year 1927.
J. P ryse Goodwin, C. P. A., was 
called upon to lead the  discussion of 
these topics a fte r  his presentation, 
as chairm an, of the  report of the 
accountants’ comm ittee, which was 
as follows:
T he com m ittee  m a k in g  th is  report w as  
appointed b y  th e  B oard o f  th e  A rb itra ­
tion  S o c iety  o f  A m erica , Inc., b y  its  a c t­
in g  p resid en t, th e  H on. M oses H . G ross­
m an, a t  a  luncheon g iv en  on O ctober 30, 
1924, fo r  th e  purpose o f  e n lis tin g  ac­
countan ts as m em bers in  th e  A rb itration  
S o c iety  (recen tly  consolidated  w ith  th e  
A rbitra tion  F ound ation , Inc., a s th e  
A m erican  A rb itra tio n  A sso c ia tio n ).
T h is com m ittee  w a s  preceded b y  a  
com m ittee  form ed  b y  Mr. H arold D udley  
G reeley  fo r  th e  sam e purpose; w h ich  
com m ittee  in  turn w a s preceded b y  a  
com m ittee  form ed  by  Mr. E dw ard L. 
Suffern , a lso  fo r  th e  sam e purpose.
Mr. J . P ry se  G oodwin, w ho w a s ap ­
poin ted  chairm an a t a  luncheon g iv en  to  
the G reeley  C om m ittee on O ctober 14,
1924, en lis ted  a s  m em bers o f  th is  com ­
m ittee  tw e n ty  accou ntants, rep resen ta ­
t iv e  o f  the N a tio n a l A ccou n tin g  O rgan i­
za tion s, and o f  th e  S o c ieties o f  Certified  
P ublic  A ccou ntan ts o f  th e  S ta te s  o f N e w  
Y ork and N e w  J ersey , and o f th e  P ublic  
and P r iv a te  T echnical E ducational 
Schools in terested , and o f  th e  A m erican , 
B ritish , and H ebrew  N a tio n a ls  en ga g ed  
in  th e  p ro fessio n  in  th e  v ic in ity  o f  N ew  
Y ork C ity  a s  reflected  in  th e  a ttach ed  
E x h ib it “A .”
T he com m ittee  now  rep orts:
(a )  T h at a s  a  resu lt  o f  it s  ow n and  
th e  efforts o f  th e  tw o  preced ing  com ­
m ittee s , there h a v e  been en lis ted  to  and  
inclu d ing  M ay 31, 1926, 182 accou ntants  
and accou n tin g  firm s as m em bers o f  the  
A sso c ia tio n  a s  per a ttach ed  lis t ,  E x h ib it  
“B ,” w ith  annual dues a g g r e g a tin g  over  
$3,000.
(b ) T hat a s a  resu lt o f  the efforts o f  
m em bers o f  th is  com m ittee  d irected to  
th e ir  fr ien d s, 73 accou ntants and account­
in g  firm s ha v e  been  en lis ted  as m em ­
bers o f  the A sso c ia tio n , a s  reflected  on  
E xh ib it “B ” and m arked  *.
(c )  T hat the records o f  th e  A sso c ia ­
tio n  sh ow  a  to ta l o f  103 accou ntants and  
accou n tin g  firm s a s  m em bers in  good  
sta n d in g  a s a t  M ay 31, 1926, a s reflected  
in  E x h ib it “B ” and m arked *.
(d ) T h at du ring th e  l if e  o f th e  com ­
m ittee , o ther s ta te s  than  N ew  Y ork and  
N ew  J e rsey  have  p a ssed  arb itration  la w s;  
th e  F ed era l G overnm ent h a s p a ssed  an  
arb itration  la w  re la tin g  to  in tersta te  and
m aritim e  d isp u tes; and through  Cham ­
bers o f  Com m erce, th e  P ublic A ffa irs  
C om m ittee o f  th e  A m erican  In stitu te  o f  
A ccou n tan ts, and other a g en c ies there  
h a s been  developed w idesp read  in te re st  
in  th e  su b ject o f arb itration .
N ow , th erefo re, h a v in g  regard  to  th e  
rep resen ta tion  o f  th e  accou nting  p ro fe s­
sion  in  th e  A sso c ia tio n  a s  ind icated  b y  
th e  m em bersh ip  lis t ,  th e  A ccou n tan ts’ 
C om m ittee recom m ends to  the B oard o f  
the A ssoc ia tion :
(a )  T h a t th e  fu r th er  develop m en t o f  
in te re st  in  arb itration  b y  accou ntants be  
nationa l rather  th a n  loca l in  character  
and be fo stered  through:
(1 )  T he N a tio n a l A ccou n tin g  O rgan i­
zation , such as th e  A m erican  In stitu te  
o f  A ccou n tan ts, th e  A m erican  S ociety  
o f  C ertified P ublic A ccou ntan ts, and th e  
N atio n a l A sso c ia tio n  o f C ost A ccou nt­
a n ts.
(2 ) T he S ta te  A ccou n tin g  O rgan iza­
tion , such a s  th e  var iou s s ta te  so c ie tie s  
o f  C ertified P ublic A ccou ntan ts and th e  
loca l ch apters o f  th e  N a tio n a l O rgan iza­
tions.
(3 )  T he P ub lic  and P r iv a te  T echnical 
E du cation al Schools in terested  in  a c ­
counting , such a s  Colum bia C ollege, H a r­
vard U n iv e r s ity  School o f  B u s in ess A d ­
m in istra tion , N e w  Y ork U n iv e r sity  
School o f  Com m erce, A ccou nts and F i ­
nance, W harton School o f  F in an ce  and  
C om m erce o f  th e  U n iv e r s ity  o f  P en n ­
sy lv a n ia , P a ce  In stitu te , W alton  School 
o f  C om m erce, and others.
T he com m ittee  fe e ls  th a t th ese  o rgan i­
za tion s should  be resp on sive  to  such an  
app eal, fo r  th e ir  m em bers should be 
v ita lly  in terested  in  th e  su bject o f  arb i­
tra tio n  fro m  th e  v iew p o in ts o f  th e  ben e­
fits  a r is in g  to  th e ir  c lien ts and o f  th e  
p rosp ective  constructive  serv ice  w h ich  
arb itration  should enable th e  accou nting  
p ro fessio n  to  render.
(b ) T h a t th e  in te re st  o f  th ese  org a n i­
za tion s in  arb itration  be developed a lo n g  
th e  fo llo w in g  lin es:
(1 )  To increase  th e  m em bersh ip  o f  th e  
A sso c ia tio n  and to  p artic ip a te  in  it s  
a c tiv ities .
(2 )  T o in te re st qualified accou ntants  
in  th e  procedure and practice  o f  arb itra ­
tion .
(3 ) To in terest  E x a m in in g  B oards in  
th e  su bject o f  education  in  arb itration  
fo r  n ew  m em bers en ter in g  the p ro fessio n  
and inclu sion  o f  th e  su bject in  th e  cur­
riculum  and p ro fessio n a l exam in ation s.
(c )  T h a t th e  board recogn ize  th e  qu ali­
fications o f  accou ntant m em bers o f  th e  
A sso c ia tio n , fo r  serv ice  in  th e  arb itra ­
tion  o f  ca ses, c a llin g  fo r  th e ir  sp ecia l 
tra in in g  and experience.
T he com m ittee  ta k es th is  opp ortu nity  
to  p a y  its  resp ects to  the m em ory o f  th e  
la te  Mr. E dw ard L. Suffern, a  m em ber  
o f  th e  com m ittee, w ho died on A p ril 13,
1925. O f accou ntants in terested  in  arbi-
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tra tio n , Mr. Suffern m a y  be sa id  to  have  
been th e  p ion eer and to  h is  v is io n  and  
e ffort m u st be attr ib u ted  in  la rg e  m e a s­
ure th e  p resen t in te re st ta k en  in  th e  A s ­
sociation .
T he com m ittee  d esires to  ex p ress i t s  
th an k s to  the A m erican  A rb itra tion  A s ­
soc ia tion  fo r  th e  p r iv ileg e  o f  p a rtic ip a t­
in g  in  i t s  constructive serv ice  and now  
req u ests th a t th e  com m ittee  be d is­
charged .
Before adjournm ent, the  board 
of directors asked fo r and received 
a resolution containing construc­
tive suggestions respecting the  fo r­
m ation of a new accountants’ com­
m ittee  to be divided into sub-com­
m ittees fo r assignm ent there to  of 
specific subjects of concern to the 
accountancy profession in connec­
tion w ith a rb itra tion  and the  pro­
motion thereof.
“ WHAT OUR READERS SAY”
N e w  Y ork, M ay 14, 1926. 
M y D ear  Mr. H arrison:
A s  a  subscriber to  your m a g a z in e , I 
w onder h ow  m y  p ro fessio n a l brothers  
w ould  a c t in  th e  fo llo w in g  in stan ce:
A  is  an  accou ntant w ho h a s tw o  c li­
e n ts , B and C, in  th e  sam e lin e o f  b u si­
n ess . A  upon the com pletion  o f  h is  aud it 
o f  c lien t B ’s books see s th a t  the condi­
tion  is  v e ry  unfavorab le . D u rin g  h is  
au d it o f  c lien t’s C’s books, he n o tes a  
la rg e  am oun t (in  proportion to  to ta l)  
included am ong C’s accounts receivab le  
due from  B. H is aud it u su a lly  ends w ith  
a  certified  balance sh eet.
I  am  sure a  d iscussion  o f  th e  above  
w ill be o f  in terest.
V ery  tru ly  yours,
H E R M A N  B. B E H R E N F E L D .
  D a lla s, T ex a s, M ay 12, 1926. 
M r. F ran k  W ilbur M ain, F a rm ers B ank  
B u ild in g , P ittsb u rg h , P a.
D ear  “B rother” M ain:
I w ish  to  both  com plim ent and con­
g ra tu la te  you  on th e  ed itoria l “Ign or­
ance, w hich app ears in  the M ay issu e  
o f  T he Certified P ublic A ccou n tan t.” 
I w ish  a m ultitude o f  sim ila r  ed itoria ls  
w ere a p p earin g  in  a ll o f  the p rofessio n a l  
pu blications. A ssu m in g  th at you  do not 
object, I  in tend  to  req u est th e  “E ditor- 
in -C h ie f” o f  one o f  our d a ily  p ap ers to  
reproduce th is  in  fu ll, g iv in g  credit to  
th e  C ertified Public A ccou ntan t, and your  
good  se lf .
L e t u s have  som e m ore o f  you r  ed i­
to r ia ls  !
W ith  sincere good w ish es , I  am , 
C ordially ,
J. E. HUTCHINSON, C. P. A.
A pril 21, 1926. 
T he Certified P ub lic  A ccountant, 
W ashington, D. C.
G entlem en:
I have read w ith  p leasure the a rtic les  
in  the Certified P ublic A ccountant on  
No-Par-Value Capital Stock.
May I add, to w h at has been w ritten , 
m y own v iew p oin t on th is  subject. B ut, 
before I begin , I desire  to sta te  th a t I 
am  fa m iliar  w ith  the leg a l requirem ents  
a s se t forth  by several o f th e  S tates. In ­
asm uch as th ese  requirem ents are w ell 
know n and also  are presented  in  other  
issu es of the Certified P ublic A ccountant 
and som e other p rofessional publications, 
i t  should not be necessary  to  resta te  them .
F urther, le t u s confine th ese  brief re­
m arks to  com m on stock. A bout the only  
difference in  princip le betw een  preferred  
and com m on of no-par-value is  in  d iv i­
dends and liq u idation . T h is difference  
is  understood; it  is  assum ed.
My contention  is  th a t the in tern a l con­
sideration s in  th e  han d lin g  of com m on  
no-par-value stock  are the m ajor ones. 
U sually , i f  th e  in tern a l aspects are prop­
erly  looked a fter  th e  leg a l requirem ents  
w ill be m et. Of course, I assum e th a t  
proper in tern al h an d ling  w ill protect the  
creditors.
Then, should  n ot no-par-value stock  
w h en acquired by the issu in g  corpora­
tion  be placed on th e  books a t the aver­
age price received for it  w h en  it  w as  
issued? I should  m ake no exception  to  
th is, for every  share o f no-par-value com ­
m on stock  of the sam e class is  th e  sam e  
a s every  other share no m atter  w heth er  
given  aw ay or sold for a large sum  of 
m oney.
I f  th e  corporation, h a v in g  no, or sm all, 
creditor equ ities , buys som e o f its  own  
stock above th e  average price a t w h ich  
all the stock  w as issu ed  up to  th a t tim e, 
it  ev id en tly  is  u s in g  up som e of its  sur­
plus or creatin g  a decrease in  th e  va lue o f  
the rem ain in g  stock. I should, th ere­
fore, record th e  purchase to in d ica te  ex­
actly  that.
Suppose a corporation h as sold no-par- 
value stock a s fo llow s:
100 shares a t  $30 per share
100 sh ares a t 70 per share
400 sh ares at 125 per share
600 $60,000
Suppose it  h as been in  operation for  
som e tim e and h as surplus from  opera­
tio n s  of $20,000.
Supose it  now  buys in  20 shares o f its  
ow n stock  a t $130 per share and holds the  
stock.
O bviously th is  corporation h as used up  
som e o f its  surplus in  th is  transaction .
I know, of course, th a t the corporation  
had to  pay cash, $2,600 to secure the  
stock, th a t it  can n ot buy a n yth in g  w ith  
surp lus. In order for th e  balance sheet 
of th is  corporation to  se t forth  a t a ll
tim es ju st the property eq u ities estab­
lished  through  th e  sa le  o f stock it  should  
record the treasu ry  stock:
T reasury Stock .......................... 2,000
Surplus .........................................  600
To Cash ................................................... 2,600
To record the purchase of 
20 shares o f our ow n no-par- 
va lue  com m on stock, average  
price to  date $100 per share.
N ow  w h en  th e  corporation balance  
sh eet is  presented  the l ia b ility  of Capi­
ta l Stock w ill be—
Capital Stock Com­
m on (600) ..................... 60,000
L ess T reasury (20) . . .  2,000 58,000 
T his account now  presents exactly  
w hat it  is  supposed to present— ju st w hat 
w as received for the stock outstanding.
Suppose th e  20 shares w ere purchased at 
$75 per share, the entry  w ould be:
T reasury Stock .............. (20) 2,000
To Cash ................................................  1,500
C ontingent S u r p lu s .........................  500
To record th e  purchase of 
20 sh ares o f our ow n com ­
m on stock a t $75 per share; 
average price to  date $100.
T he balance sh eet w ould be the sam e  
a s above.
I f  th is  th ou gh t sh a ll prove to  be o f 
value to anyone, I sh a ll be repaid for the  
w ork o f w r itin g  to  you.
V ery tru ly  yours,
C. L. K ELLY, M. A., C. P. A., 
A ssocia te  P rofessor, School of B u si­
n ess  A d m in istration , U n iversity  o f 
Oregon.
M ay 7, 1926. 
Mr. W ilbur L. H arrison , T he Certified  
P ublic A ccou ntan t, W a sh in g to n , D. C. 
D ear S ir: W e recen tly  learned  o f an  
ex ceed in g ly  c lever  i f  n o t som ew h at sh ady  
schem e w h ich  is  b e in g  practiced  in  N ew  
Y ork, and w e  kn ow  o f  one case  o f  a s im ­
ila r  natu re  in  A tla n tic  C ity.
T he idea  as rela ted  to  u s is  a s  fo llo w s:  
“The ch ief schem er scans the b u sin ess  
opp ortu n ity  colum ns o f  th e  d a ily  n ew s­
p ap ers, p icks ou t a  lik e ly  prospect, drives  
to  h is  p lace o f  b u sin ess in  a b ig  car w ith  
chauffeur, etc., and e n g a g e s  in  conversa­
tion  w ith  th e  proprietor o f  th e  b u sin ess  
rep resen tin g  h im se lf  a s  a  prosp ective  
purchaser. A fte r  g o in g  in to  th e  d eta ils  
o f  th e  b u sin ess and w ea rin g  a v e r y  
k n ow in g  look, s ta te s  th a t  he is  in terested  
bu t before h e  w ill in v est he m u st have  
th e  books audited  by  h is  firm  o f accou nt­
an ts . O f course the proprietor th ink s h e  
h a s a  liv e  w ire  custom er fo r  h is b u si­
n ess , fa l ls  a  ready p rey  to  th e  schem e  
and a ssen ts  to  an aud it b y  th e  account­
ants. In  due course o f  tim e th e  account­
a n ts  app ear on th e  job, m ake a good  
aud it and, o f  course, d iscover so m eth in g  
w ron g  w ith  th e  b u sin ess . T he ch ief, o f
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course , holds th e  th in g  open u n til th e  ac ­
cou n tan ts’ fe e  h a s  been  paid  and th en  
a d v ises th e  c lien t th a t  th e  au d it d is­
c losed  an u n sa tis fa c to ry  condition  o f  a f ­
fa ir s . T here is  no v is ib le  connection b e­
tw e en  th e  w ou ld -be-purchaser and the  
a ccou n tan ts, b u t o f  course th ey  are w ork­
in g  hand in  hand.”
Our reason  fo r  ca llin g  th is  to  your a t­
te n tio n  is  a s a  m a tter  o f  in te r e st  to  th e  
a ccou n tin g  p ro fe ssio n  and w ith  th e  hope  
th a t  you  and yo u r  ad visors m a y  find 
so m e  w a y  in  w h ich  such  a  schem e could  
be reached through  th e  law . A p p aren tly  
fr o m  th e  w a y  w e  look a t  i t  th e  account­
an ts g a v e  serv ice  fo r  v a lu e  and there  
is  no  doubt th a t a  se ller  o f  th e  bu sin ess  
o ftim es w ill tr y  to  m ake h is  b u sin ess  
seem  in  b etter  sh ape th a n  i t  a c tu a lly  is  
in  order to  m ake a sa le  and g e t  ou t from  
u nder.
W e know  o f  a  ca se  in  A tla n tic  C ity  
w h ere  i t  w a s  a q u estion  o f  a  $3,500,000
loan  on a rea l e s ta te  develop m en t w here  
a  p a r ty  fro m  N e w  Y ork cam e down, 
looked th in g s  over and sta ted  th a t it  
w ould be n ecessa ry  fo r  h is  accou ntants  
to  aud it th e  books b efo re  h e  w ould  con­
sid er  th e  proposition , even  th ou gh  the  
c lien t had  h is  ow n aud itors, th is  w a s  
done, th e  aud itor ran up a  n ice  h ote l 
bill and received  a  check fo r  about $700  
a s  p a rt o f  h is  f e e  and a ll h e  g a v e  the  
c lien t w as a  balance sh eet, n o t even  a  
report a s  to  w h a t he had covered , o f  
course n o th in g  cam e o f  the tran saction  
and th e  c lien t w a s sim p ly  m ulcted  out of 
th e  fe e  paid.
T ru stin g  th a t  th ese  incid en ts w ill 
prove o f  in te re st  and w ould ask  th a t  
th e y  be g iv en  sp ace  in  th e  m ag a z in e  i f  
possib le , w e  are,
V ery  tru ly  y o u rs,
N E W E L L  & B E SO R E ,
G eneral A ccou n tan ts, C h elsea  N a tion a l 
B ank  B ld g ., A tla n tic  C ity , N . J.
ANNOUNCEMENTS
A rth u r A ndersen & Co., Certi­
fied Public Accountants, w ith  head­
quarte rs  in Chicago, Illinois, an­
nounce the  opening of th e ir  office 
in  Los Angeles, California, in the  
Los Angeles Gas & Electric Cor­
poration Building under the  m an­
agem ent of A. L. Moreton, C. P. A., 
and Mr. E . A. Sunstrom .
E. P. Ja rv is  & Co., Certified Pub- 
tified Public A ccountants, announce 
the  rem oval of th e ir  offices from  
the  L. C. Sm ith Building to  Rooms 
326, 327, 328 Leary  Building, Seat­
tle, W ashington.
The accounting practice of W al­
te r  L. M organ, C. P. A., form erly 
of the  firm of Johns, M organ & 
Leister, in association w ith  How­
ard  W. McClurken, C. P. A., will 
h e rea fte r  be carried  on in the  same 
offices as form erly, Packard Build­
ing, Philadelphia, Pennsylvania, 
under the  firm nam e of M organ & 
Company.
The firm of Pace & Pace, 30 
Church S treet, New York City, an­
nounces the  admission as of June 
15, 1926, to  th e  partnersh ip  of 
E rn est R. W ildbrett, C. P. A., who 
will continue to give his undivided 
a tten tion  to accountancy practice.
Miller, Franklin , B asset & Com­
pany, w ith  headquarters in  New 
York City, announce th a t  J. F. Pet- 
gen, C. P. A., will represent them  
in P ittsbu rgh , where th e ir  offices 
are  in the  Union Bank Building.
name of Lamb, Graham  & Com­
pany, Certified Public Accountants, 
announces the  adm ittance to  the  
partnersh ip  of Norm an N. Scho- 
misch, C. P  A., and the  change of 
the  firm name to  George Graham  
& Company, Certified Public Ac­
countants, 169 Main S treet, Osh­
kosh, Wisconsin.
H arry  K ahan & Co., Certified 
Public Accountants, announce the  
opening of th e ir  new office a t  622 
Pacific N ational Bank Building, 
Los Angeles, California.
P eat, Marwick, Mitchell & Co., 
announce the  reopening of th e ir  
office a t  56 U n ter den Linden, N. 
W. 7, Berlin, Germany, under the  
m anagem ent of th e ir  partner, Mr. 
Harold Redmayne, C hartered Ac­
countant, who was in charge there  
when operations were suspended in 
1914. ______
Philip N. Miller & Company, Cer­
tified Public A ccountants, of New 
York, announce the  admission to 
partnersh ip  as of June 1, 1926, of 
William L. K eating and John J. Mc­
Cue, Certified Public Accountants, 
who have been associates fo r sev­
eral years. ______
Philip N. Miller & Company, Cer­
tified Public Accountants, announce 
the  opening of an office a t B ridge­
port, Connecticut, 800-801 F irs t 
National B ank Building, under the  
direction of W illiam L. Keating, C. 
P. A., Resident P artner.
A. Lee Rawlings, C. P. A., H enry 
Burke, C. P. A., and George R. 
Poole, C. P. A., announce the  fo r­
m ation of a partnersh ip  under the  
firm name of Rawlings, Burke & 
Poole, fo r the  practice of account­
ancy a t  th e  Odd Fellows Building, 
Raleigh, N orth  Carolina.
A lbert E. Jam es, form erly a 
m em ber of the  United S tates Board 
of Tax Appeals, announces his as­
sociation w ith the firm of Cook & 
Beneman, Union T rust Building, 
W ashington, D. C., in the  practice 
of law, giving special a tten tion  to  
income ta x  m atte rs  and cases be­
fore the  Board of Tax Appeals.
A. J. Leonard & Company an­
nounce the  removal of th e ir  ac­
counting offices from  1012 Franklin  
T rust Building to 808-809 N orth  
Am erican Building, Broad S tree t 
below Chestnut, Philadelphia, Pa.
Jam es W alton, A ttorney  a t  Law 
and Certified Public Accountant, 
announces the  removal of his of­
fices from  the  Fulton Building to  
1530 P ark  Building, P ittsburgh , 
Pennsylvania, w here he will con­
tinue in the  general practice of law 
and accounting, specializing in the  
subject of S ta te  and Federal tax ­
ation.
George T. Graham , C. P. A., who 
has been practicing under the  firm
Miller, F ranklin , B asset & Com­
pany announce the removal of th e ir  
U tica offices from  the  Kem pf Build­
ing to the  F irs t  National Bank 
Building, Utica, N. Y. George T.
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Ballard, C. P. A., will continue in 
charge as Resident M anager.
Buchholz & M arder, Accountants 
and Auditors, 1476 Broadway, New 
York City, announce the  dissolu­
tion of th e ir  partnersh ip  by m u­
tual consent as of June 1, 1926. L. 
M arder will continue the  practice 
of public accounting a t the  same 
address.
Parker, Davidson & Elsholz, Cer­
tified Public Accountants, announce 
the  removal of th e ir  offices on July  
1st, to 3214 Book Tower, D etroit, 
Michigan.
Ralph G. Stetson, C. P. A., an ­
nounces his w ithdraw al from  the  
firm of E verts, Keenan and Ald­
ridge, 40 Court S treet, Boston, 
Mass., and the establishm ent of 
offices a t  617 Cham ber of Com­
m erce Building, 80 Federal S treet, 
Boston, Mass., under the  firm name 
of R. G. Stetson & Co.
A. C. Ellis, C. P. A., form erly 
w ith E. G. Shorrock & Co., an­
nounces as of June 10, 1926, the  
opening of offices fo r the  practice 
of public accountancy a t  710 Wil­
cox Building, Portland, Oregon.
Wm. C. K ottem ann & Co., C erti­
fied Public Accountants, announce 
the  removal of th e ir  offices to suite 
814-820 W estern Pacific Building, 
1031 South Broadway, Los Ange­
les, California.
The New York office of Thomp­
son & Black, Accountants and E n­
gineers, is now located in the  B ar 
Building, 36 W est 44th S treet, New 
York City.
Leo W erblin, C. P. A., announces 
the  removal of his offices on May 
1st to the St. Jam es Building, 1133 
Broadway, New York City.
The firm of Golman, Brookstone 
& Company, Certified Public Ac­
countants, 11 South La Salle 
S treet, Chicago, announces th a t  it 
has succeeded the  N orthw estern  
A udit Company, as of June 1 ,  1926.
Additional facilities have been 
taken a t the  Roanoke Building, 
Chicago, and branch connections 
have been made a t  St. Louis, Mo., 
and W ashington, D. C.
Haskins & Sells announce the  
opening of an office in the  Johnston 
Building, Charlotte, N orth  Caro­
lina. O. N. Hutchinson, C. P. A., 
fo r m any years connected w ith  the  
firm’s Baltim ore office, is m anager 
of the  new C harlotte office.
The firm of Hoenig & Hoenig, 
219 E. Hanover S treet, Trenton, 
N. J., has been dissolved. Samuel 
Leopold, C. P. A., will continue in 
practice on his own account a t the 
same address in Trenton. M orris 
J. Hoenig and Manuel Hoenig, Cer­
tified Public A ccountants, will con-
Colorado
The Annual M eeting of the  Colo­
rado Society of Certified Public 
Accountants was held on May 29, 
1926, a t  the  Broadmoor Hotel in 
Colorado Springs.
The m eeting convened a t  4 
o’clock on Saturday  afternoon w ith 
a short business session, followed 
by an address from  Mr. H enry 
Swan, of the  U nited S tates N a­
tional Bank of Denver. Mr. Swan 
commented upon the  kind of finan­
cial sta tem ents and aud it reports 
th a t the  banks would like to receive 
from  accountants, tak ing  up the 
discussion from  the standpoint of 
the  Balance Sheet and comment­
ing upon each item  which is 
usually contained therein. The ad­
dress was very illum inating and 
helpful to the accountants and has 
led to the  demand fo r a discussion 
by the  Society on “Accountants Re­
ports,” which will be considered a t 
the  next regu lar m eeting of the 
Society.
Following Mr. Swan’s discussion, 
ex-Governor Oliver H. Shoup gave 
a  th irty -m inu te  address to the  ac­
countants, bringing up questions 
pertinen t to  the  accounting profes­
sion. The m eeting adjourned a t 
5.30 and recreation was indulged
tinue to  practice under the  firm 
name of Hoenig & Hoenig from  
th e ir  office, Union Building, 9 Clin­
ton Street, Newark, N. J.
The New ark office of H askins & 
Sells was moved, on May 1st, from  
the  F irem en’s Insurance Building 
to the  Federal T rust Building, 
Newark, New Jersey.
Tait, W alker & Company an­
nounce the  removal of th e ir  offices 
to  815 M uhlenberg Building, 13th 
and Spruce S treets, Philadelphia, 
Pa.
Reuben Shaer, Public Account­
ant, announces the  removal of his 
office to  646-647 Old South Build­
ing, 294 W ashington S treet, Bos­
ton, Mass.
in by m ost of the  accountants. A 
banquet was held a t  7.30 o’clock 
w ith about seventy in attendance. 
Short addresses were made by Mr. 
C. C. M orris, P resident of the  Colo­
rado Springs Cham ber of Com­
m erce ; R. M. Crane, C. P. A., P resi­
dent of the  Denver Cham ber of 
Com m erce; Prof. A. P. R. Drucker, 
head of th e  Accounting D epart­
m ent of Colorado College, and ex- 
Govern or Oliver H. Shoup. Special 
music was enjoyed throughout the  
banquet, following which dancing 
was indulged in until m idnight.
On Saturday  there  was no defi­
n ite  program  arranged—some en­
joyed the  golf course, o thers went 
on m ountain trips, some played 
tennis and some used the swim­
m ing pool. Most of the  account­
an ts left fo r Denver about 4 o’clock 
in the  afternoon. The m eeting was 
such a success th a t  it  will probably 
be made an annual affair.
Delaware
The annual m eeting of the  Dela­
w are Society of Certified Public 
Accountants was held on June 16, 
1926, in W ilmington, and the  fol­
lowing officers were elected: P. T. 
W right, P residen t; W. A. Clader, 
Vice P residen t; W. H. Van Hekle,
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T reasu rer; C. E. Iszard, Secretary. 
A. H. Coe was elected to serve as a 
m em ber of the  Executive Com­
m ittee in addition to the  above 
officers.
D istrict of Columbia
The Annual M eeting of the  Dis­
tr ic t of Columbia In stitu te  of Cer­
tified Public A ccountants held on 
Monday, June 21, 1926, was pre­
ceded by a dinner a t  7.00 o’clock a t 
the  City Club.
Reports were presented by 
Jam es A. Councilor, P re sid en t; C. 
Vaughan Darby, Secretary-Treas­
urer, and Jam es S. Ball, Auditor. 
Dw ight N. Burnham , C. P. A., was 
re-elected a D irector and Howard 
C. Beck, C. P. A., was elected a 
D irector to fill th e  expired term  of 
Edw ard Thompson, C. P . A.
A fte r dispensing w ith  business 
m atte rs  the  m em bers had the 
pleasure of listening to an address 
by Stephen H. Talkes, Executive 
Secretary of the  Associated Retail 
Credit Men of W ashington, on the 
subject of “Co-operation of P rac­
ticing A ccountants w ith  Credit 
Men.”
Indiana
A t the  Annual M eeting of the 
Indiana Association of Certified 
Public A ccountants, held May 8th, 
1926, a t  the  Indianapolis A thletic 
Club, the  following were elected 
directors to  succeed those whose 
term s expired: F . H. Nelson, C. P. 
A., Indianapolis; F . S. W illett, C. 
P. A., South B end ; A. R. Chapman, 
C. P. A., Indianapolis. Geo. B. 
Buist, C. P. A., a D irector and Vice 
President, resigned, and O. C. 
Herdrich, C. P. A., was elected to 
fill out th e  unexpired term  of Mr. 
Buist as Director. Officers elected 
fo r the  ensuing year are as follows: 
President, F . H. Nelson, C. P. A .; 
Vice President, F. S. W illett, C. P. 
A .; T reasurer, A. R. Chapman, C. 
P . A .; Recording Secretary, S. S. 
Yeoman, C. P. A .; H. A. Roney, 
C. P. A., Corresponding Secre­
ta ry ;  H. W. Pain ter, C. P. A., 
A uditor; C. E. Freem an, C. P. A., 
Secretary  E m eritu s; D irectors, O.
C. Herdrich, C. P. A., and B. D. 
Spradling, C. P. A.
In teresting  addresses were given 
by Mr. Carl Wilde, Referee in 
Bankruptcy, Mr. Will A. Haugh, 
m em ber of the  Indiana Board of 
Tax Commissioners, and Mr. Evans 
Woollen, P resident of the  F letcher 
Savings & T rust Company and can­
didate fo r U. S. Senator.
The Monday noon luncheons 
which the  Association has held 
during the  past two years are to be 
discontinued and an evening din­
ner, once a m onth, will be held in­
stead. The first of these dinners 
was held on Saturday  evening, 
June 12, 1926, a t the  Indianapolis 
A thletic Club.
The Indiana Association is now 
publishing a m onthly bulletin. The 
first num ber, published on June 7, 
1926, gave evidence of m uch real 
in te rest and enthusiasm .
Maine
The last seasonal m eeting of the  
Maine Society of Certified Public 
A ccountants was held a t  the  Fal­
m outh Hotel, Portland, on June 4, 
1926.
E rnest H. Maling, who was 
form erly head of the  Special As­
sessm ent Division of the  Income 
Tax Unit, gave an address on the 
trend  of th e  tax  legislation as in­
dicated by the  Revenue Act of 
1926. His address conveyed much 
valuable inform ation and questions 
on the  subject were answered in a 
concise m anner.
An appeal was made a t the  close 
of th e  m eeting fo r a larger mem­
bership in the  Maine Society and in 
the Am erican Society.
Maryland
The Annual M eeting of the  
M aryland Association of Certified 
Public Accountants was held in the  
Southern Hotel, Baltimore, on June
8, 1926, a t which tim e the  follow­
ing officers were elected fo r the  en­
suing year: President, Charles C. 
Croggon, C. P. A .; Vice President, 
J. Wallace Bryan, C. P. A .; Secre­
t a r y ,  Raymond E. N orth, C. P. A .; 
T reasurer, Ju lian  A. Jenkle, C. P.
A .; T rustees, Charles O. Hall, C. P . 
A .; A lexander L. Tinsley, C. P. A .; 
E lm er H atte r, C. P. A .; John D. 
Braw ner, C. P. A.
M issouri
The Annual M eeting of the  St. 
Louis C hapter of the  Missouri So­
ciety of Certified Public Account­
an ts  was held a t the  N orth  Hills 
Country Club on May 28, 1926.
A golf tournam ent was held in 
the  afternoon, in which a large 
num ber of the  m em bers partici­
pated. A dinner was given in the  
evening, and w as attended by 
sixty-five m em bers. The en ter­
tainm ent was furnished by volun­
teers from  the  membership.
The following officers were 
elected for the  ensuing y e a r : P resi­
dent, J . M. Neum ayer, C. P. A .; 
F irs t  Vice President, A. J. Saxer, 
C. P. A .; Second Vice President, 
A. C. Sm ith, C. P. A .; T reasurer, 
Wm. Mayors, C. P. A .; Secretary, 
W alter F. Scott, C. P. A.
The m onthly m eetings of th e  
C hapter during the  past year have 
been well attended, average a ttend ­
ance being about fifty m em bers. 
The Executive Committee is  work­
ing on a program  fo r the  m eetings 
fo r the  coming year.
Ohio
The semi-annual m eeting of th e  
Ohio Society of Certified Public Ac­
countants was held jo in tly  w ith the  
D epartm ent of Accounting of th e  
College of Commerce and Journal­
ism, Ohio S ta te  University, Colum­
bus, Ohio, commencing F riday  
evening, June 4, 1926, and extend­
ing th rough  Saturday, June 5th.
On F riday  evening J. H ugh Jack­
son, C. P. A., P rofessor of Account­
ing, H arvard  U niversity, gave an 
address on “Education in the  Pub­
lic A ccountant’s Office.”
A fte r a  short business m eeting 
held by the  Society on Satu rday  
m orning there  was an address on 
“Legal Aspects of the  Regulation 
of Public Accountancy,” by W alter 
F. Dodd, of the  Chicago B ar and a  
m em ber of the  Illinois S ta te  Board 
of Exam iners of Public Account­
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ants. Doctor Spurgeon Bell, Di­
rec to r of the  Bureau of Business 
Research, Ohio S ta te  U niversity, 
spoke on “Accounting Analysis in 
M anagem ent Research.” An ad­
dress on “U niversity Extension 
Courses in Accounting” was given 
by J. B. H eckert, A ssistan t P ro­
fessor of Accounting, D epartm ent 
of Extension, Ohio S ta te  U niver­
sity.
A t a m eeting of th e  Board of Di­
rectors held on Saturday  afternoon 
R. H. G ravett, C. P. A., of Cincin­
nati, w as elected a d irector of the 
Society to  fill th e  unexpired term  
of C. A. Gano, C. P. A., who died 
during M arch of th is  year during 
his te rm  as P resident of the  So­
ciety. F ittin g  trib u te  was paid to 
his m em ory by W. D. Wall, C. P. 
A., during the  business session.
P resen t officers of the  Society 
a re : President, W. D. Wall, C. P. 
A., Columbus; Secretary  - T reas­
urer, L. G. Battelle, C. P. A., Day­
ton ; Directors, R. A. H urst, C. P. 
A., Toledo; W. A. Coy, C. P. A., 
Cleveland; W. E. Langdon, C. P. A., 
Colum bus; R. H. G ravett, C. P. A., 
C incinnati; R. F. M ateer, C. P. A., 
W arren.
Oregon
The Oregon S tate  Society of Cer­
tified Public Accountants held its 
Annual M eeting in Portland on 
June 14, 1926. An in teresting  fea­
tu re  of the  m eeting was the  recep­
tion of fourteen new members.
Officers elected fo r the  coming 
year were as follows: President, A. 
J . Tourtellotte, C. P. A .; Vice P res­
ident, A. R. Sawtell, C. P. A .; Sec­
retary -T reasurer, I. D. Wood, C. P. 
A .; D irectors, A. C. Ellis, C. P . A .; 
Conda J . Ham, C. P. A .; R. J. Leo, 
C. P. A.
Plans fo r activities th roughout 
the  coming year were discussed.
Pennsylvania
A t the  m eeting of the  Pennsyl­
vania In stitu te  of Certified Public 
Accountants, held a t  the  A rt Club, 
Philadelphia, on the  evening of 
May 19, 1926, the  subject up f or 
discussion was “Federal and S ta te
Inheritance Taxes.” A question­
naire on the  subject had been pre­
pared and d istributed a t each place 
a t  dinner.
Messrs. J. H. Van Dorn, H. C. 
Magee, H. H. McConnell, C. L. Tur­
ner, T. E. Ross, E. P. Moxey, W. R. 
Main and J. N. Aitken, each gave 
splendid talks on the  subject, a fte r  
which there  was general discus­
sion. The evening proved to be 
one of particu lar in terest, b ring­
ing out m any im portan t points re ­
specting inheritance taxation.
D uring the  dinner the  comm ittee 
d istribu ted  num bers upon which 
a prize draw ing should be based. 
The prize consisted of a  fountain 
pen and pencil and to  the  delight 
of all was won by a guest of the  
evening.
Jo in t M eeting
A Jo in t M eeting of the  In stitu te  
of C hartered A ccountants of B rit­
ish Columbia, and the  S ta te  So­
cieties o f Certified Public Account­
an ts  of W ashington and Oregon 
was held in Portland on Saturday, 
June 26, 1926.
The visitors were guests of the  
Oregon S ta te  Society of Certified 
Public Accountants fo r b reak fast
M aryland
Robert C. Morrow, C. P. A., Bal­
tim ore, M aryland, w as appointed 
on May 1, 1926, to the  Board of 
Exam iners of Public A ccountants 
of the  S ta te  of M aryland fo r a 
term  of th ree  years. Edw ard J. 
Stegm an, C. P. A., of Baltim ore, 
was appointed a t the  same tim e to 
fill th e  unexpired term  of Thomas 
L. B erry, C. P. A., of Baltimore. 
The board is now composed of the  
following: Chairm an, Edw ard J. 
Stegm an, C. P. A .; Secretary- 
T reasurer, Jam es K. Eagan, C. P. 
A .; Member, Robert C. Morrow, C. 
P. A .; A ttorney  Member, Wm. 
Milnes Maloy, E sq .; Economist, Dr. 
Wm. C. W eyforth.
New York
Dr. A ugustus S. Downing, As­
sis tan t Commissioner of Education
a t the  Benson Hotel. Guests were 
given an option of enjoying golf 
on the  Alderwood Country Club 
golf links or m aking a trip  over the  
Mount Hood Loop Road, leaving 
Portland a t  9.30 a. m., fo r th is 
beautiful scenic drive in th e  Cas­
cade M ountains and re tu rn ing  from  
W hite R iver down the  m ountain to 
the sum m er home of Mr. Tourtel­
lotte, where a picnic lunch was en­
joyed. Guests re tu rned  to P o rt­
land about 5 p. m.
A banquet was held a t 6.30 in 
the  Crystal Room of the  Benson 
Hotel, a t  which tim e there  was a 
delightfully arranged  program .
W ashington
The W ashington Society of Cer­
tified Public A ccountants held two 
m eetings daring  th e  m onth of May. 
The principal topic discussed a t the  
first m eeting was th e  m a tte r  of 
publicity consideration being given 
to the  issuance of a  bulletin. A t 
the  second m eeting the  m atte r  of 
co-operating w ith  th e  U niversity of 
W ashington in the  tra in ing  and 
placing of students tak ing  the  
Business A dm inistration Course 
was the  principal topic.
of the  S ta te  of New York, has an­
nounced the  following dates for the  
holding of the  New York C. P. A. 
exam inations:
1926— November 15 to 17.
1927— November 14 to 16.
1928—Novem ber 12 to 14.
1929— November 11 to 13.
1930—November 10 to 12.
N orth  Carolina 
W alter Charn ley, C. P. A., Char­
lotte, N. C., has been appointed to 
the  N orth  Carolina S tate  Board of 
Accountancy to fill th e  vacancy cre­
ated  by the  expiration of the  term  
of John E. Wilson, C. P. A., of 
Asheville, N. C. The Board is now 
composed of J. B. McCabe, C. P. A., 
P re sid en t; George H. Adams, C. P. 
A., Vice P residen t; W. T. Dixon,
C. P. A., Secre tary -T reasu rer; W al­
te r  Charn ley, C. P. A., Member.
STATE BOARD NEW S
1926 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 221
PERSONALS
H enry W. A ugust, C. P . A., of 
Philadelphia, Pa., addressed the  
Women’s Club of Camden, N. J., on 
F ebruary  24th a t  th e ir  m onthly 
luncheon on the  subject of “F i­
nance Companies and Building and 
Loan Associations.” On M arch 
9 th  Mr. A ugust delivered an ad­
dress before th e  Logan Business 
Association on the  subject of “Tax­
ation, both Federal and S ta te .”
Paul W. Pinkerton, C. P. A., of 
Ellis P inkerton & Company, Cer­
tified Public A ccountants, Chicago, 
Illinois, gave a chapel ta lk  a t  Mor­
gan P ark  M ilitary Academy on 
Thursday, May 27, on the  subject, 
“The Man Who Smiles,” and on 
Sunday, May 30, delivered the  Me­
m orial Day address a t  All Souls 
Church oh the  subject, “These 
Dead Shall Not Have Died in 
V ain.”
F rank  W ilbur Main, C. P. A., of 
P ittsbu rgh , Pennsylvania, was re ­
cently elected a D irector of the  
P ittsb u rg h  Cham ber of Commerce. 
Mr. Main is also Chairm an of the  
Publication Com m ittee of the  
Chamber.
F rank  W ilbur Main, C. P. A., and 
M. D. Bachrach, C. P. A., were 
am ong the  accountants partic ipa t­
ing in the  Silver A nniversary  Gold­
en Rule Trade Tour of the  P itts ­
burgh  Cham ber of Commerce held 
during June. The appearance of 
Mr. B achrach’s “Third  Reader of 
the  Tired Business Man Series” 
contributed no little  to  the  enjoy­
m ent of those on the  tour. Mr.
ON Y O U R  C A L E N D A R  
M A R K  
S ep tem b er  2 3 , 2 4  
T h u rsd a y  a n d  F r id a y  
T H E  F IF T H  A N N U A L  M E E T IN G  O F
T h e  A m erica n  S o c ie ty  o f  C ertified  P u b lic  
A c co u n ta n ts  
W A SH IN G T O N , D . C.
A n n u a l rep o rts  o f  officers, R ep o rts o f  
C om m ittees, D isc u ss io n  o f  rep o rts  and  
th e  w o rk  o f  th e  S o c ie ty , A d d resses  on  
l iv e  p u b lic  a c co u n tin g  su b je c ts  and—  
R E C R E A T IO N
* D eta ils  w ill be published la ter  *
B achrach began publishing these 
hum orous little  booklets in 1924 
when the  “F irs t  Reader” was pub­
lished a t  the  tim e of the  Golden 
Rule Tour of the  P ittsb u rg h  Cham­
ber.
J . M. Ullman, C. P. A., of Chi­
cago, has w ritten  a pam phlet on 
“System  of Cost F inding—M onth­
ly S tatem ent of Profit and Loss for 
F lour Mills, Corn Mills and Feed 
Mills.” Mr. Ullman has also w rit­
ten  a series of articles on “P rac ti­
cal Mill Accounting,” which is be­
ing published by the  NATIONAL 
M ILLER. Series No. 12 on “F igur­
ing Costs in Feed Mills,” appeared 
in the  July, 1926, issue of the  NA­
TIONAL M ILLER. On June 23rd 
Mr. Ullman delivered an address 
on feed grinding and m anufactu r­
ing costs before th e  Central Retail 
Feed Association a t  Milwaukee, 
Wis.
George W. R ossetter, C. P . A., 
addressed the eighth  annual m eet­
ing of the  Hollow Building Tile A s­
sociation, held in Chicago, on Feb­
ru a ry  17 and 18, on “The Neces­
sity  of Keeping A ccurate Costs.”
George W. Eckelberry, C. P. A., 
form erly head of the  D epartm ent 
of Accounting of the  Ohio S tate 
U niversity, Columbus, Ohio, has 
been made A ssistan t to th e  P resi­
dent of the  U niversity. Howard C. 
Greer, C. P . A., has been made head 
of the  D epartm ent of Accounting.
Jam es Cameron, C. P. A., di­
recto r of investigation and ac­
counts of the  w ar transactions sec­
tion of the  D epartm ent of Justice, 
and the  h ighest salaried employee 
in  the  service of the  departm ent, 
has announced his resignation to 
take effect Ju ly  1, 1926.
The resignation of Mr. Cameron 
is coincident w ith  th e  completion 
of the  work of the  w ar transaction  
section, begun in 1922. The to tal 
work of the  section, i t  is said, em­
braced the  review of 200,000 w ar 
contracts and the  approxim ate sum 
of $11,000,000 was recovered by 
th e  Government.
IN  MEMORIAM
George Pendleton Balfour, C. P. 
A. (Okla. No. 49, June, 1919), died 
suddenly in Palm  Beach, Florida, 
last A ugust 20, 1925.
Mr. B alfour was fo r several 
years S ta te  Deputy Exam iner of 
the  S ta te  of Oklahoma and had 
been in Palm  Beach only a very 
sho rt tim e m aking preparations 
fo r the  opening of an office there  
when he was stricken w ith  a h e a rt 
a ttack  and expired before medical 
aid could reach him.
Mr. B alfour was a charter mem­
ber of the  Am erican Society.
Brace M. Gallien, C. P. A. (N. Y. 
No. 813, May 29, 1919), 35 S ta te  
S treet, Albany, N. Y., died on April 
14,1926. 
Mr. Gallien had been in the  pub­
lic accounting profession since 
1886. He was D eputy C ity T reas­
urer, Albany, N. Y., in 1900-1901 
and had been P resident of th e  New 
York S ta te  A udit Co. since 1909. 
He w as D irector of the  Albany 
Home Bldg. Co., N. Y. S ta te  A udit 
Co., and Stetson-Fisk, Inc. He was 
a m em ber of the  U niversity  Club 
of Albany, the  R otary  Club, Psi 
Upsilon F ra te rn ity , M asters Lodge,
F. & A. M., 32nd degree and Shrine, 
and was a ch arte r m em ber of The 
Am erican Society.
H enry N. Greeley, C. P. A. 
(Mass. No. 25, Jan . 17, 1910), 53 
S ta te  S treet, Boston, Mass., died 
very  suddenly on April 11, 1926. 
Mr. Greeley had been a m em ber of 
The Am erican Society fo r some 
tim e.
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ALBERT E. JAM ES RETIRES 
FROM U. S. BOARD OF 
TAX A PPEALS
The retirem ent of Mr. A lbert E. 
Jam es, one of th e  original twelve 
m em bers of the  United S tates 
S ta tes Board of Tax Appeals, is a 
m a tte r  of general in te rest to Cer­
tified Public Accountants, m any of 
whom have appeared before him  
and all of whom have been im­
pressed by his particu lar ability. 
In  the  fu tu re  Mr. Jam es will be 
associated w ith Cooke & Beneman, 
a tto rneys of W ashington, D. C.
Mr. Jam es was graduated  from  
th e  U niversity  of W isconsin w ith 
th e  Class of 1906, and in 1908 re ­
ceived the  degree o f M aster of 
A rts, and was graduated from  the 
Law  School w ith  the  degree of 
LL. B.
From  1903 continuously to  1915 
Mr. Jam es was w ith  the  W isconsin 
Tax Commission as s ta tis tic ian  and 
ch ief accountant, and also worked 
on legal problems, particularly  in 
connection w ith  the  d rafting  of the  
W isconsin Income Tax Law in 
1911. This was the  period of W is­
consin’s activ ity  in taxation, ra te  
regulation, labor problems and 
S ta te  budget m atters , and he was 
constantly associated w ith  th e  m en 
who worked upon these various 
problems, particularly  Edwin P. 
Gruhl and F. C. Schreiber of the  
R ate Commission, and John B. 
T anner and M. Cerf, who were em­
ployed on th e  S ta te  Budget and 
accounting problems. D uring th a t  
tim e he outlined the  system  of 
m unicipal accounting installed by 
th e  Tax Commission in the  various 
m unicipalities and supervised the  
aud iting  of municipal accounting 
records.
In 1914 Mr. Jam es made a 
special study in V irginia of th e ir  
ta x  system  fo r  a  legislative com­
m ittee  known as the  Committee on 
Tax Revision. In 1915 he was em­
ployed as special counsel fo r the  
A. T. and S. F . Railroad in  ta x  
m atte rs  in New Mexico, a f te r­
w ards becoming director and coun­
sel of the  New Mexico Taxpayers’
Association, supported largely by 
the  railroads and o ther large tax- 
paying in terests in  th a t  S tate.
In 1918-1919 Mr. Jam es came to 
W ashington and was in  the  Bureau 
of In ternal Revenue as Chief of 
the  Inventory Section. From  1920 
to  1924 he was associated w ith 
Greene and Hurd, a tto rneys a t  law, 
New York City, and was one of the 
twelve original appointees of the 
Board of Tax Appeals, serving 
from  Ju ly  1 6 , 1924, to June 1 ,  1926, 
as Chief of Division 2.
ACCOUNTING NOT A RUT 
PROFESSION
The New York Herald-Tribune 
has been running  a series of a r ­
ticles under the  title , “Choosing a 
Profession.” A recent issue con­
tained an article  by J. P ryse Good­
win, C. P. A., o f Peat, Marwick, 
Mitchell & Co., in which he said, 
“Accounting is  not a  ‘ru t ’ profes­
sion; it  has hum an in te rest and 
possibility fo r hum an service and 
betterm ent comparable to  medi­
cine and law,” and some o ther 
th ings which should be of in te rest 
a t  least to  the  younger m em bers 
of the  profession and those who 
have certified public accountancy 
in contemplation, among which 
w as the  following:
“T he p ro fe ssio n  is  fa r -rea ch in g  in  i t s  
rela tio n s, ren dering  serv ice  to  corpora­
tio n s, partnersh ips, ind iv idu als , in s t itu ­
tio n s, etc., and to  a ll fo rm s o f  ind ustry , 
com m erce and finance. E x a m in a tio n s  
and verifica tions o f  ea rn in g s and opera­
tion s a s reflected  b y  th e  books and ac­
counts a id  in  develop in g  desirab le  lin es  
o f  endeavor and in crea se  th e  profits 
therefrom  w h ile , on th e  o th er  hand, th ey  
tend to  exp o se  unprofitab le lin es or poor  
m a n agem en t, th e  lo sse s  fr o m  w hich  
w ould ev en tu a lly  be borne b y  th e  public.
“A u d its and certifica tion s o f  balance  
sh ee ts  and o f  ea rn in g s (g r o ss  and n e t)  
enable m a n agem en t to  ob ta in  th e  n eces­
sa r y  w ork in g  ca p ita l, w h erew ith  to  in ­
crease  production and com m erce and in  
turn  reduce co st and in crea se  w ea lth . 
T h ey  a lso  enable  th e  in v e stin g  public to  
a scerta in  th e  w o rk in g  ca p ita l and th e  
ratio  o f  current a s s e ts  to  current lia b ili­
t ie s ;  th e  ra tio  o f  in v en to r ies to  to ta l cur­
ren t a sse ts , th e  ra tio  o f  ea rn in g s to  th e  
cap ita l stock  and other in form ation  e s ­
sen tia l to  th e  determ ination  o f  sa fe ty  
and d esira b ility  o f  in v estm en t.
“In sta lla tio n  and im provem ent o f  sy s ­
tem s o f  accounts and o f  in tern al rep orts  
reflectin g  resu lts  b y  fu n ctio n s , b y  pro­
c esse s  or  b y  d epartm en ts aid m a n a g e­
m ent to  operate  on sm a ller  in ven tor ies, 
to  in crease  production and  to  in crease  
sa le s  and r a tes  o f  turnover, and th ereb y  
reduce cost, fro m  a ll o f  w h ich  th e  public  
benefits and profits. M odem  co sts  sy s ­
tem s are p a rticu la r ly  h e lp fu l both  to  
em ployers and to  labor. T h ey  enable  
m anu factu rers to  go  ahead  w ith  courage, 
b o m  o f  th e  kn ow led ge  th a t  th e ir  costs  
are accu rate , th ereb y  h e lp in g  th em  to  
m eet fo r e ig n  com petition , increase  ou t­
p u t and sta b ilize  em ploym ent.
“T he ta x  serv ice  rendered b y  account­
a n ts is  tw o fo ld  in  i t s  b enefits; i t  not 
o n ly  a s s is ts  th e  ta x p a y er  in  accurate and  
fa ir  determ ination  o f  th e  am ount o f  h is  
ta x e s , bu t in  tu rn  i t  m a ter ia lly  a ids the  
G overnm ent in  c o llec tin g  w h a t is  due.
“T he p ro fessio n  a lso  renders hum an  
and constructive  serv ice  in  a id in g  in  the  
reduction  o f  crim e, b y  ed u catin g  th e  pub­
lic  and p a rticu lar ly  em p loyers: (1 )  in  th e  
m oral e ffect o f  good  sy s tem s o f  accounts  
and period ical a u d its and, (2 )  in  th e  pro­
tectio n  fu rn ish ed  to  em p loyers and em ­
p lo y ees b y  sy s tem s o f  in tern a l check and  
b y  th e  app lica tion  o f  constructive and  
ind uctive fo r ce s  to  encourage th r ift  and  
o ffse t tem p tation .
“P rim arily , th e  p ro fessio n  m a y  be said  
to  ca ll fo r , n o t o n ly  a  kn ow led ge  o f, bu t a  
lik in g  fo r  m a th em a tics , book keep ing , ac­
counting , econom ics, s ta t is t ic s , ind ustry , 
com m erce, finance and com m ercial law . 
T here are, o f  course, o ther req u isites , 
such a s  a b ility , a g reea b ility , ad ap tab ility  
and, m o st o f  a ll, accuracy. B e in g  based  
on an ex a ct sc ien ce , i t  can be expected  
th a t  th e  w ork  is  proportion ate ly  e x a c t­
in g  both  upon h ea lth  and tem p eram ent.
“A d vancem ent in  th e  p ro fessio n  is  
m easured  b y  th e  fo llo w in g  g rad es: A s ­
sista n t, sem i-sen ior, sen ior , supervisor, 
p ra ctic in g  accou ntant, and th e  resp o n si­
b ilit ie s  are in  proportion . T he y e a rs  re­
quired to  g a in  th e  experien ce n ecessa ry  
to  practice  m u st depend upon th e  oppor­
tu n itie s  and  th e  a b ility  to  ta k e  advan t­
a g e  o f  them . T he m o n eta ry  rew ards are  
g en era lly  recogn ized  a s  com parable w ith  
th o se  in  o th er  p r o fe ssio n s and su bject to  
th e  sam e sea so n a l v ic iss itu d es.
“N o t th e  le a s t  o f  th e  a ttra ctio n s to  th e  
p ro fessio n  are th e  opp ortu n ities th a t  i t  
affords fo r  stu d y in g  and a n a ly z in g  a t 
close  ra n ge  th e  incom e, ex p en ses, and  
financial condition  o f  a  w ide v a r ie ty  o f  
in d u str ia l, com m ercial and financial or­
gan iza tio n s such  a s  m a n u factu rin g , m in ­
in g , sh ip p ing , tra d in g , m erchan d izing  
(w h o lesa le  and r e ta il) ,  bu ild in g  and con­
tra ctin g , h o te ls , h o sp ita ls , charities , 
ban king  and brokerage, in su ran ce, etc.
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There should also be mentioned the op­
portunity to travel. The experience and 
training thus gained are valuable not 
only in the profession itself but also in 
filling positions of responsibility such as 
cost accountant, auditor, comptroller or 
office manager in commercial concerns. 
A s in other professions, so here, it can 
be stated that hard work merits its re­
ward, that we never get out of life more 
than we put in.
“The profession is officially represented 
both by national and state organizations. 
O f the national organizations mention 
should be made of the American Society 
of Certified Public Accountants, the
American Institute of Accountants, and 
the National Association of Cost Ac­
countants.
“The profession is making a wide ap­
peal to young men of higher education. 
In fitting them for their work, remark­
able service is being rendered by tech­
nical educational schools, both public and 
private, such as New York University, 
Columbia, Harvard School of Business 
Administration, Pace Institute, and oth­
ers. This effort is now being supple­
mented by various professional account­
ing organizations through assistance ren­
dered to students in bridging the hiatus 
between college and the profession.”
HOTEL LAFAYETTE
Sixteenth and I  Streets 
W ashington, D. C.
CENTRALLY LOCATED
Within three blocks of Treasury 
Department
A Complete Tax Library 
Available for use of guests. 
Write or Wire for Reservations. 
MODERATE RATES
FEDERAL
INCOME TAX INDEX STANDARD APPRAISALS
The tax service that is easy to use—as easy 
as a dictionary—yet complete, embracing all Recognized Authority on Valuation
IT I
authorities.
A permanent volume for past decisions, re­
quiring no. renewal; a single supplement for 
current service.
Problems
 Experts in All Lines
A sk F or D escrip tive Circular Standard Appraisal Company
INCOME TAX INDEX SERVICE, Inc.  90 John Street, New York
9-15 CLINTON STREET Branches, All Principal Cities
NEWARK, NEW JERSEY
Business and professional men find here the acme of luxury and 
comfort. Being in close proximity to Governmental Departments, the 
Mayflower is ideally located for the man whose business brings him to 
the National Capital.
WASHINGTON’S FINEST HOTEL 
and yet—
Rates no higher than at 
less luxurious hotels
Over 1000 beautifully furnished rooms, all having outside exposure 
and private baths. The Mayflower offers every convenience for travelers, 
and a pleasant memory for departing guests.
Connecticut Avenue — Between The White House and Dupont Circle
W H E N  A N S W E R IN G  A D V E R T IS E M E N T S  M E N T IO N  T H E  C E R T I F I E D  P U B L IC  A C C O U N T A N T
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MEMBERSHIP OF THE AMERICAN SOCIETY
(M em bers recorded A p ril 24, 1926, to  Jun e  23, 1926.) 
(C ontinued fro m  our M ay issu e )
R aym ond H obson W alker, 903-6 T er­
m inal B ldg ., L incoln , N ebr.
E llsw o rth  L. F u lk , 903-6 T erm inal 
B ld g ., L incoln , N ebr.
C harles V . M cM anus, 31 E xch a n g e  St., 
L ynn, M ass.
Judson  H . S tam p s, C leveland , M iss. 
R aym ond P . M arple, 5226 D orch ester  
S t., C hicago, I ll.
A lfred  H . O. E rickson , 3010 S. D ak ota  
A v e. N . E ., W ash in gton , D . C.
D avid  A lexan d er  A llen , U n ion  T ru st 
B ld g ., P ittsb u rg h , P a .
A lg o  D . H enderson, A n tioch  C ollege, 
Y ello w  S p rin gs, Ohio.
P h ilip  F . S te in , 133 W . W ash in gton  
S t., C hicago, I l l .
E r n st F ried rich  G rahm ann, 6315 S. 
G reen S t., C hicago, I l l .
C. H . W idem an, 1210 Second N a tio n a l  
B ank  B ld g ., T oledo, Ohio.
John  Sh otw ell, 1210 Second N a tion a l  
B an k  B ld g ., T oledo, Ohio.
G eorge W . M oore, 340 M ain S t., W or­
cester , M ass.
Ja m es H om er P eacock , N o . 856 G ep­
h a r t D rive, Cum berland, Md.
G a m er  A . W a tso n , 20 South M ain S t., 
M em phis, Tenn.
M aurice P o tter , 10 S ta te  S t., B oston , 
M ass.
F ran k  A . E rw in , 1356 U n ion  T rust 
B ld g ., C leveland , Ohio.
P la to  K n au ss, 400 B u ild ers E x ch a n g e  
B ld g ., M inneapolis, M inn.
D w ig h t W illiam s, B ox  1018, O km ulgee, 
O kla.
R a y  L ee D efr ie s , 205 L ee B ld g ., M em ­
p h is, T enn.
N e lso n  L. O tt, 612 W . 112th  S t., N ew  
Y ork , N . Y .
John  A . S to lp , R oom  1507, 307 N . 
M ichigan  A v e ., C hicago, I l l .
E dw ard W illiam  K ru eger, Room  1507, 
307 N . M ich igan  A v e ., C hicago, I ll .
Gordon E . T ow nsend , 301 W ard B ld g ., 
B a ttle  C reek, M ich.
John B . C antw ell, 90 S ta te  S t., A lban y , 
N e w  Y ork.
A rth u r J . W elch, care  o f  H a sk in s & 
S e lls , 1630 F ir s t  N a tio n a l B an k  B ld g ., 
D etro it, M ich.
E dw ard A . A shdow n, 120 W . 42nd St., 
N e w  Y ork C ity.
A rth u r W olff, 405 H a a s B ld g ., L os  
A n g ele s , C alif.
T hom as R. Sp illane , 216 H artse ll 
B ldg ., L akeland , F la .
O. E . Sm ith , 808 H ellm an  B ank B ldg ., 
L os A n g e le s , C alif.
D uncan R ice, P eck  B ld g ., K alam azoo, 
M ich.
Josep h  J . K lein , 19 W . 44th  S treet, 
N e w  Y ork  C ity.
Sam u el E . F ried m an , 852 D ex ter  H or­
ton  B ld g ., S e a ttle , W ash .
A braham  M. K aufm an , 37 W . 39th  
S treet, N e w  Y ork  C ity.
A rth u r  F ra n cis  M orton, 1400 Land  
T itle  B ldg ., P h ilad elph ia , P a .
A n th on y  Josep h  Y o c is , 19 F o x a ll 
S treet, B rooklyn , N . Y .
W illiam  J . G eller, 153 C arlisle  Road, 
A udubon, N . J.
E dw ard R. Zane, 413 W . P in e  Street, 
John son  C ity , T enn.
F red  C. K ello g g , 707 B ea v er  Insurance  
B ld g ., M adison, W is.
John W ilson  Snider, 1808-12 A rcade  
B ld g ., St. L ouis, Mo.
R alph E w ald  W ieg e l, 1808 A rcade  
B ldg ., S t. L ouis, Mo.
John A . Corben, 60 B ea v er  S treet, 
N e w  Y ork  C ity.
H erbert W illiam  J o yce, 501 P ark v iew  
A ven u e, W estfield , N . J.
VISITORS IN  WASHINGTON
(F rom  Jun e 1 st  to  Jun e 26th , 1926.) 
Ju liu s R u benste in , N e w  Y ork  C ity. 
W illiam  H . T ea sley , L os A n g e le s , C alif. 
W . A . G illesp ie, B a ltim ore, Md.
A . C. C larkson, Colum bia, S. C.
E. R. Zane, Johnson  C ity , Tenn.
H a rry  H arp er, M inneapolis, M inn.
John C. Coffin, D etro it, M ich.
G ardner W . K im ball, P h ilad elp h ia , P a. 
F ran k  W ilbur M ain, P ittsb u rg h , P a. 
E rn est D ex ter  B ow m an, D enver, Colo. 
A lfred  H . Coe, W ilm in g to n , D el.
C. E . P ackm an, C hicago, I ll .
W illiam  H . R ob erts, N e w  Y ork  C ity .
A . C. U p leg er , W aco, T ex a s.
G eorge M. T hom pson , L os A n g e le s , 
C alif.
John  T. R iley , L os A n g e le s , C alif.
T . D. T hom as, C hicago, I l l .
A llen  W . C lapp, A tla n ta , Ga.
Carl P en ner, M ilw aukee, W is.
S . A . B lu ste in , C harleston , W . V a. 
R euben P o llo w itz , N e w  H aven , Conn.
G. A . W atson , M em phis, Tenn.
C. E . K a a se , C leveland , Ohio.
D. W . L ake, C leveland , Ohio.
E . M. W illia m s, N e w  Y ork  C ity.
H arry  O. G oulding, Sacram ento, C alif. 
W a lter  D. W all, C olum bus, Ohio.
L. G luick, W est P a lm  B each , F la . 
J a m es P . R obertson , S ea ttle , W ash . 
J am es H . P eacock , Cum berland, Md.
REPORT OF LEGISLATION 
COMMITTEE
(C o n tin u ed  from  p a g e  1 9 5 .)  
a t  Albany in opposition to  the 
Hutchinson-Downing Bill, is evi­
dence of the  pressing need fo r 
broad provisions in any new C. P.
A. Law so th a t  the  Certified Public 
A ccountant from  ano ther S ta te  de­
siring  to practice here m ay, w ith ­
out le t or hindrance, subject to  
suitable qualifications, upon th e  
recom mendation of the  Board of 
Exam iners and a t  th e  discretion of 
th e  Regents, obtain a  New York 
S ta te  C. P. A. Certificate. In th is  
way, and in th is  way only, is i t  
possible fo r  th e  New York S ta te  
Society of Certified Public Account­
an ts  to b ring  w ithin its  folds all 
qualified practitioners in the  S tate.
In conclusion, your Committee 
urges the  m em bership to  consider 
carefully th e  recom m endations and 
suggestions m ade in  th is  report so 
th a t  the  Society m ay be fully pre­
pared fo r any eventualities in leg­
islation during th e  1927 session of 
the  Legislature.
(Signed) P. W. R. GLOVER, 
Chairm an, Legislation Committee.
New York, N. Y., May 10, 1926.
C lassified Advertisem ents
A d v e rtis in g  copy  fo r  th is  p a g e  should  
be rece ived  In  th e  office of T H E  C E R T I­
F IE D  PU B LIC  ACCOUNTANT n o t la te r  
th a n  th e  25th d a y  of th e  m o n th  p reced in g  
th e  m o n th  o f p u b lica tio n . R a te s  fo r  "H elp  
W a n te d ” an d  “S itu a tio n  W an ted ,’'  $3.00 
p e r  inch  o r  f ra c tio n  th e re o f  (7 lin e s  to  
an  inch ) fo r  one in se rtio n . T he r a te  
fo r  "M isce llaneous" is $5.00 p e r  inch  fo r 
each  in se rtio n .
C E R T IF IE D  P U B L IC  A C C O U N T A N T
o f broad exp erien ce , d esires perm anent 
p o sition ; a g e  33, s ix  y ea rs public prac­
t ice , experien ced  in  su p erv isin g  la rg e  
sta ff, thorough  kn ow led ge  o f  incom e  
ta x , C. P . A . o f tw o  S ta te s  by  ex a m i­
nation . A D D R E S S  BO X 136, T H E  
C E R T IF IE D  P U B L IC  A C C O U N T ­
A N T .
E S T A B L IS H E D  A C C O U N T IN G  P R A C ­
T IC E , loca ted  in  th e  Ohio V a lley , in  
good  b u sin ess cen ter , good  field fo r  
fu r th er  developm ent. D esirab le  op­
p ortu n ity  fo r  g e tt in g  sta r ted  w ith  
esta b lish ed  p ractice. W ill se ll prac­
t ice , firm  nam e and good  w ill. R eason ­
able. A D D R E S S  BO X  137, T H E  C E R ­
T IF IE D  P U B L IC  A C C O U N T A N T .
C E R T IF IE D  P U B L IC  A C C O U N T A N T  
A N D  A T T O R N E Y . S ix  y e a rs’ ex p eri­
ence in  B ureau  o f  In terna l R evenue. 
N o w  estab lish ed  in  W a sh in gton , D . C. 
W ill a c t  a s  loca l rep resen ta tiv e  fo r  
ou t-o f-to w n  firm  o f  accou ntants or a t ­
to rn ey s in  F ed era l ta x  ca ses. A D ­
D R E S S  B O X  138, T H E  C E R T IF IE D  
P U B L IC  A C C O U N T A N T .
Send Coupon Today
fo r your Exam ination Copy 
o f 
The Third A nnual E dition
O ffice Equipm ent 
Catalogue
—Standard Reference W ork on 
Office Equipment, Systems, and Supplies
T H E T hird  Annual Edition of th e  Office 
Equipm ent Catalogue, a cooperative 
catalogue sponsored by the  N ational Associa­
tion of Office Appliance M anufacturers, is 
ready now fo r distribution. I t  is m uch big­
ger, more complete and more a ttrac tive  th an  
preceding editions. I t  has m ore inform ation, 
more sections, more new ideas— in fact, i t  is 
A Business Show on Your Desk—th e  stand­
ard  reference work of the  industry .
As before, two complete, cross-referenced 
directories of office equipm ent and m akers 
are  included— one indexed by products and 
one by company name. A fu rth e r  index is 
furnished by division into such classifications 
as “Accounting M achines,” “A ddressing 
System s and Equipm ent,” “Time Recording 
System s,” etc.—a to ta l of 28 sections.
The Catalogue sections are, in effect, a  
huge file of m any individual catalogues, com­
bined and abstracted , w ithout exaggerated 
claims, generalities or “hair-line” technical 
statem ents.
Each section presents brief, concise de­
scriptions of various m anufactu rers’ prod­
ucts falling w ith in  th a t  class. Each section 
is prefaced by an  editorial introduction sum ­
m arizing the  types of equipm ent available 
and the  advantages of each. The lis t of sec­
tions is comprehensive— even a  section on 
business books and m agazines is included. 
And scattered  th rough  the  
editorial and catalogue m a­
teria l are  dozens of ideas 
fo r im proving office m eth­
ods th a t  you can lift fo r 
your business.
Two Valuable Services Included FR EE
Every executive receiving th e  Catalogue is en­
titled  to six free  consu lta tions w ith  W illiam  H enry 
Leffingwell, nationally  know n in d u stria l engineer, 
office m anagem ent specialist and  presiden t of the 
Lefflngwell-Ream Company. These consultations, 
which are  lim ited only by the  scope of office prob­
lem s them selves, w ould cost m any tim es the price 
of the Catalogue if secured in the usual way.
As a second service, any  fu rth e r  in form ation  de­
sired  on any  equipm ent w ill be furn ished  in  com­
plete form , including individual catalogues of m an­
ufac tu rers , by the  Office E quipm ent Catalogue or­
ganization. Executives a re  th u s  saved the  bother 
of prelim inary  correspondence w ith m any com­
panies before narrow ing  th e ir  fields of inqu iry  to 
one or two sources.
F its  Your Files— F it for Your Desk
The C atalogue is s tandard  in  size, as specified by 
th e  N ational A ssociation of P urchasing  Agents. It 
fits your file if you w ish, though  you w ill probably 
p refer to  keep i t  on your desk— its  beau tifu l two- 
toned flexible leathero id  cover and  em bossed bronze 
le tte rin g  en title  i t  to  th a t place.
Mail the coupon today  fo r your copy. If  an  ex­
am ination  does no t prove its  value, re tu rn  it  w ithin 
five days.
Sign and Mail the 
Coupon Today
Free 
Exam ination
W H E N  A N S W E R I N G  A D V E R T I S E M E N T S  M E N T I O N  T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
Portable Adding Machine
The Burroughs Portable Adding Ma­
chine, in a few  months, has won such a 
wholehearted welcome that already 22,326 
have been sold and are in use.
It adds up to $1,000,000.00; has the
standard keyboard and one-hand control; 
it is  ideal for the Accountant as it can 
easily be carried from place to place.
For a dem onstration of th is machine call 
the local Burroughs office or w rite to—
Burroughs A dding M achine Company
DETROIT, M ICHIGAN
A D D I N G  ■ B O O K K E E P I N G  • C A L C U L A T I N G  A N D  B I L L I N G  M A C H I N E S
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T O ALL MEMBERS OF THE AMERICAN SOCIETY:
If there are any particular words or combinations 
of words that will convey best to you the warm wel­
come that awaits you in the National Capital next 
month, we want you to consider them said.
Early returns indicate the largest attendance we 
have had at a Convention. But this is to be expected 
because of the unusual opportunity afforded to ac­
countants to combine business with recreation in 
Washington. We hope you will embrace the oppor­
tunity.
We believe you will be pleased with the hotel ar­
rangements which we have made. There are prob­
ably too many who visit Washington “ between 
trains ” and have never taken the time to see and 
enjoy many beautiful features of the city which 
are outside of the downtown district. Accord­
ingly, we are urging you to break the old habit 
of staying at one of the downtown hotels on this occa­
sion and join the party at the Wardman Park Hotel 
which is located in the residence section and adjoin­
ing Rock Creek Park.
In the July issue of The Certified Public Accountant 
and in our letter of July 24, we told you something 
about the unusual features of this popular inn. 
Aside from these, however, and perhaps more impor­
tant, is the fact that we will be able to house our 
entire attendance under one roof. This will afford 
an unusual opportunity for making new friendships 
and renewing old ones. It will also help you in keeping 
up with the various events, as we are planning a 
“ limited ” program which will run with few stops.
We must have as soon as possible a preliminary 
estimate of the probable attendance. Therefore, if 
you have not already done so, will you not imme­
diately fill in and return the postal card enclosed in 
our letter of July 24?
Cordially yours,
GENERAL CONVENTION COMMITTEE.
James, A. Councilor, Chairman.
Edward M. Tyler.
C. Vaughan Darby.
Wilbur L. Harrison.
Lester A. Pratt.
Dwight N. Burnham.
Howard C. Beck.
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ETHICAL CONDUCT BY SOCIETY 
LEGISLATION
TODAY many would change the old adage about honesty to “Legal honesty is the best policy.” 
To meet this our law-making bodies are passing more 
and more laws, constantly changing and extending, 
on paper at least, the Criminal Codes. Our profes­
sional societies are all attempting a code of ethics and 
by-codes, laws and by-laws to govern by legislation, 
the conduct of the members of the various profes­
sions. If the written code is to be the sole test, and if 
by-code or by-law a crime or violation of law can be 
created where under the ten commandments none 
heretofore existed, then why not “Legal” instead of 
“Actual” honesty as the best policy?
The time will soon come when we must recognize 
the fact that ethical conduct for professional men in 
their relationship to each other can not be a mere 
matter of legislation, code, precept, or by-law. We 
must go back to first principles and be honest because 
we are naturally so and believe in it as a matter of 
right and not solely as a matter of law or policy.
It will not be easy to teach the coming generation 
of certified public accountants to walk the right path. 
We can, however, do more by example than by by-law. 
When a chance comes to take advantage, to our 
financial or other gain, we know there will be a strug­
gle to do the right thing. We have, however, 
progressed along these natural lines and will continue 
to do so in spite of the fact that the flesh is weak and 
has always been. To depend on mere rules to over­
come this inborn weakness is useless, and tends to 
make us Pharisaical. The Great Teacher was not 
thinking of legislation or by-laws when he said (Matt. 
26:41):
“W atch ye and p ray  th a t ye en ter not into tem ptation; the 
sp irit indeed is willing, bu t the flesh is weak.”
Let us recognize and encourage the inherent fair­
ness of our fellow practitioners and competitors, and 
let us constantly give them credit for at least as dis­
interested motives as guide us in our own business 
policies, rather than to continuously seek new yard 
sticks to measure their actions and conduct.
FRANK WILBUR MAIN.
ACCOUNTANT’S WORKING 
PAPERS
F OR many years there has been considerable dis­cussion as to the legal title to an accountant’s 
working papers.
The Superior Court at Boston, Massachusetts, on 
July 10, 1926, handed down a decision on this point 
in Ipswich Mills vs. William Dillon & Son, Cer­
tified Public Accountants. An order for a decree has 
been issued in this case to the effect that all account­
ant’s working papers resulting from engagements 
which have been paid for should be turned over and 
remain with the client under bond and the accountant 
should have access to them to protect himself in the 
event the integrity of his work is placed in question. 
All working papers arising out of engagements which 
have not been paid for should remain with the ac­
countant and the client should have the right to ex­
amine and copy or photostat same.
It should be noted, however, from a reading of this 
decision, which is printed on page 227 of this issue, 
that this case does not involve audit working papers 
as this point was not in question in this particular 
case.
All public accountants will be interested in a read­
ing of this decision and the watching of a final de­
termination by the court of last resort in Massa­
chusetts, as undoubtedly the litigants will wish to 
appeal the case.
ELECTION FOR STATE REPRE­
SENTATIVES
AS we go to press, July 31st, the ballot in the elec­tion of State Representatives of the several 
States for the ensuing fiscal year will close.
We regret that it is impossible to include the result 
of that election in this issue of the magazine.
On or before August 10 the ballot will be mailed 
out to the representatives in the election of Directors 
of the several districts and the result of both elections 
will be carried in our September issue.
INTERESTING IF TRUE
The following classified ad appeared in the New 
York Times of Sunday, July 18, 1926:
“CER TIFIED  PUBLIC ACCOUNTANT, NEW  YORK, seeks 
association w ith accountants who can capitalize degree.— 
X 2009 Times Annex.”
This is, in our opinion, just another instance of 
subtle propaganda to undermine the standing of the 
State granted C. P. A. certificate. From time to time 
similar ads have appeared in the New York papers. 
It is altogether unlikely that a holder of a New York 
C. P. A. certificate would entertain such debasing 
views, nevertheless the effect on the uninformed pub­
lic is the same.
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Ownership of Accountants’ Working Papers 
Decided by Court
Finding and Order For Final Decree
T HE plaintiff is a manufactur­er of hosiery with an office in Boston, mills in Ipswich, Lowell, 
Gloucester, South Boston and Bel­
mont, New Hampshire, a selling 
house in New York and a selling 
agent in Boston. The defendants 
are father and son, the father hav­
ing an experience of thirty-three 
years as an accountant, and the 
son of about ten years. Since 
January 1, 1921, they have been 
partners, continuing the business 
theretofore conducted by the fath­
er alone. Both have been and are 
familiar with the Federal statutes, 
rules and regulations of the Com­
missioner of Internal Revenue, 
Treasury Decisions and practices 
of the tax department as related to 
income and excess profits returns 
required of corporations.
In 1912 or 1913 the father was 
employed as auditor of the plain­
tiff in accordance with the provi­
sion of law requiring a committee 
of stockholders to employ an au­
ditor to examine the books and 
accounts of the plaintiff (see Gen­
eral Laws, C. 156, 49) and to cer­
tify to the statement of condition 
required by law to be filed annu­
ally at the State House. This em­
ployment was renewed in each suc­
ceeding year up to December, 
1925. The fiscal year of the plain­
tiff ends late in October and its 
annual meeting occurs in Decem­
ber. In addition to the annual 
audit, the defendant, William, and 
later, the firm, was employed to 
aid the clerk of the plaintiff in 
preparing the annual tax returns, 
both Federal and State, and this 
employment continued from year 
to year up to and including the 
preparation of the federal income 
tax returns for the fiscal year 
which ended in October, 1925.
COMMONWEALTH OF MASSACHU­
SETTS, SUFFOLK, SS.: Superior 
Court. In Equity. No. 27271. Ip s­
wich Mills vs. W illiam Dillon, E t Al.
Furthermore the defendants were 
consulted and performed services 
as accountants from time to time 
relative to such matters as book­
keeping and cost accounting prob­
lems, statements for banks, an is­
sue of preferred stock, etc.
In the late fall of 1920, a field 
agent from the Federal Income 
Tax Department examined the 
books and accounts of the plain­
tiff relative to its income and ex­
cess profits returns for the years 
1916 and 1919, both inclusive. 
These four years covered a period 
in which acts of 1916, 1917 and 
1918 were successively in force, 
the act of 1917 being enacted Oc­
tober 3, 1917, but operative for 
the year 1917 and the act of 1918 
being enacted February 24, 1919, 
but operative for the year 1918. 
This circumstance had required 
the plaintiff to file tentative re­
turns under the law in force when 
returns were due and later amend­
ed returns in conformity with the 
new laws actually applicable. In 
respect to the preparation of such 
tentative and amended returns and 
the problems related to changed 
theories and rates of taxation the 
defendants assisted the plaintiff. 
There was a further complication 
for the plaintiff in that its fiscal 
year did not coincide with the cal­
endar year for which returns were 
demanded requiring accounting 
skill for its solution.
The revenue agent’s examina­
tion and report concluded with a 
recommendation of additional as­
sessments upon the plaintiff ag­
gregating $333,700.26 for the four
years in question. This amount, 
however, was later reduced by the 
Department because of the plain­
tiff’s application for relief under 
the so-called equalization provi­
sions of the 1918 act, theretofore 
filed, to $111,303.31. The defen­
dants advised the plaintiff in re­
spect to such application and as­
sisted in the preparation of the 
requisite schedules and exhibits 
to support the same.
In consequence of this examina­
tion and report, the defendants 
were employed by the plaintiff to 
review or “audit” the field agent’s 
report. As one feature of this 
work, it became important to dis­
cover the original cost of all plant 
assets of the plaintiff then in ac­
tive use, to determine a fair basis 
for depreciation of the different 
classes of property composing the 
plant assets and so to revise and 
restate the plaintiff’s “invested 
capital.” This revaluation of the 
plaintiff’s plant assets involved 
a large amount of research among 
the plaintiff’s accounts and vouch­
ers over a long period of years and 
inquiries among its older officers 
and employees and the estimation 
of the cost of items of plant with 
respect to which original entries 
and vouchers were obscure or miss­
ing. It was made the basis of 
a special report by the defendants 
to the plaintiff in October, 1921. 
The defendant’s audit of the reve­
nue agent’s report was in progress 
in March, 1922, when a change in 
the office of treasurer and general 
manager of the plaintiff occurred. 
The new treasurer requested the 
defendants to turn over to the 
plaintiff all papers of the plaintiff 
borrowed by the defendants for 
the work above described and all 
the defendants’ working papers,
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and to render bills to date for all 
services rendered, so that the new 
treasurer might be free upon fur­
ther consideration to terminate 
the work where it then stood or 
to proceed with it in such way as 
he might see fit. Accordingly the 
defendants delivered to the plain­
tiff the papers requested on or 
about March 27, 1922 and took re­
ceipts therefor, marked exhibits 
2a and 2b, copies of which are 
hereto attached. At the same time 
the defendants rendered bills to 
the plaintiff for all services to date 
and the same were paid. About 
two weeks later, by direction of 
the treasurer, the papers, or sub­
stantially all of them, were re­
turned to the defendants by Mr. 
Mathews, of the law firm of Gas­
ton, Snow, Saltonstall and Hunt, 
attorneys for the plaintiff, with 
the request that the defendants 
complete their report of their “au­
dit” of the revenue agent’s report, 
with a view to the plaintiff’s de­
termining whether the revenue 
agent’s report should be contested 
or not, and to deliver the defen­
dants’ report and to render their 
bill for further work thereon, to 
said lawyers. The defendants’ re­
port was completed in July, 1922, 
and copies were furnished the said 
lawyers and the defendants were 
paid by said lawyers in full for 
their services in completing said 
report. The papers which had 
been returned to the defendants 
in March as above related remain­
ed in the possession of the defen­
dants. This report of the defen­
dants was introduced in evidence 
and covered many pages, going 
into many details tending to show 
errors and erroneous conclusion in 
the revenue agent’s report and 
reaching the conclusion that if  the 
department accepted the defen­
dants’ figures and computations 
and assessed the 1917 tax under 
the same equalization provision 
already adopted for the year 1918 
and the 1919 tax in the regular 
way, the additional assessment of 
$111,307.31 might be wiped out 
and the plaintiff entitled to a  re­
fund of over $44,000, but if all 
three years were assessed in the 
regular way, an additional pay­
ment of $13,242 by the plaintiff 
to the Government would be re­
quired.
For a time after this report of 
the defendants was rendered, the 
matter was dormant. Thereafter 
the younger defendant and the 
treasurer of plaintiff discussed the 
expediency of further work by the 
defendants with a  view to contest­
ing the Department’s claim for an 
additional assessment for the years 
in question, and in insisting  upon 
substantial refunds, but their tes­
timony differed widely and irre­
concilably as to the date or dates of 
such interview or interviews and 
as to the exact language used. I 
do not deem it necessary for the 
purpose of this decision to deter­
mine whether the first interview 
between them occurred on Decem­
ber 29, 1922, as testified by the 
younger defendant, or shortly pri­
or to January 22, 1924, as testified 
by the plaintiff’s treasurer. They 
met frequently relative to other 
accounting features of the plain­
tiff’s business and may have had 
more than one interview relative 
to this particular tax question. 
Upon conflicting testimony I  find 
that at least some months after 
the defendant’s report of July, 
1922, and prior to the year 1924, 
the younger defendant urged upon 
the treasurer of the plaintiff the 
former’s belief that by contesting 
the revenue agent’s finding and by 
appropriate applications based in 
part on additional grounds to those 
considered in the July, 1922, report, 
the plaintiff might secure a refund 
of over $100,000 and perhaps in 
excess of $150,000 as well as the 
wiping out of the pending $111,- 
307 assessment; that the expense 
of such an undertaking was dis­
cussed; that the younger defend­
ant could not tell what the ex­
pense would be ; that the plaintiff’s 
treasurer proposed that the defen­
dants should proceed with the mat­
ter and leave their compensation 
to the plaintiff and they would be
treated fairly, and the defendant 
accepted the proposition stating 
that he believed that the plaintiff 
would “ treat us right” ; that the 
plaintiff’s treasurer further prom­
ised the defendants that if  they 
secured a refund of $150,00 or 
more, the plaintiff would pay the 
defendants an “additional bonus” ; 
and that at the first of a later in­
terview, the treasurer promised to 
reimburse the defendants from 
time to time as the case proceeded 
for their expenses, office, overhead, 
clerks, travel and other similar 
items. Theretofore, and there­
after, in connection with other 
matters, the defendants charged 
the plaintiff stipulated hourly fees 
for the time employed, respective­
ly, by the members of the firm and 
by their assistants and clerks. Be­
ginning with October 3, 1923, and 
continuously up to July 31, 1925, 
the defendants rendered to the 
plaintiff, from time to time, bills 
for the time employed by their as­
sistants and clerks in making ex­
amination and preparing data rel­
ative to this controversy of the 
plaintiff with the government over 
the income and excess profits tax­
es for 1917, 1918 and 1919, here­
inafter referred to as the “tax 
case,” and for the cash disburse­
ments of the defendants for travel 
and other items in relation there­
to, aggregating over $11,000, all 
of which were paid by the plain­
tiff. On February 26, 1924, and 
again on June 24, 1924, the plain­
tiff, at the defendants’ request, 
made the defendants two pay­
ments of $2,500 each for account 
of services of members of defend­
ants’ firm “ in controversy with 
the Federal Government re In­
come and Excess Profits.”  At the 
time of the second payment, the 
plaintiff’s  treasurer told the de­
fendants that he should make no 
further payments on account of 
their services until the case was 
determined. To this the defend­
ants assented. The work which 
the defendants themselves per­
formed in connection with this 
“ tax case” consisted of analyzing
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their report of July, 1922, review­
ing the correspondence with the 
government, v isits to the com­
pany’s  offices and different plants 
searching for records, trips to New 
York and Washington, studying the 
rules and regulations of the de­
partment and court decisions, con­
ferences with the officers and law­
yers of the plaintiff, preparation 
of a brief with supporting exhib­
its and affidavits, arguments of 
the case at Washington before the 
Income Tax Unit, later, when in 
December, 1924, or January, 1925, 
the same revenue agent was sent 
to the plaintiff’s office to re-ex­
amine its books and accounts, as­
sisting said agent and furnishing 
him from the defendants’ work 
sheets information pertinent to his 
inquiry, and subsequent confer­
ences at Washington with the In­
come Tax Unit. In this work the 
defendants acted under a formal 
power of attorney to represent the 
plaintiff as required by the depart­
ment. Moreover, the defendants 
worked along lines initiated by 
themselves and not specified for 
them by the plaintiff’s officers or 
lawyers. The revenue agent, as 
a  result of his second examination, 
made a report to the department 
in January, 1925. After some 
months the department made a de­
termination favorable to the plain­
tiff, formally announced by letter 
to the plaintiff, dated December 
16, 1925, whereby the additional 
assessment of $111,307 was wiped 
out and refunds for the years 1917, 
1918 and 1919, aggregating ap­
proximately $200,000, were grant­
ed. Since this suit was begun, 
the plaintiff has received from the 
government such refunds, amount­
ing with interest to $298,690.60.
Early  in December, 1925, the 
defendants in completing their an­
nual audit for the fiscal year which 
ended in October, 1925, raised with 
the plaintiff's treasurer a question 
over certain transactions of that 
fiscal year, namely, the payment 
of a “bonus” voted by the direc­
tors to the treasurer and selling 
h ouse before making provision for
payment of unpaid cumulative pre­
ferred stock dividends and the 
handling of certain purchases of 
preferred stock for the sinking 
fund. This led to an interview be­
tween the younger defendant and 
the treasurer of the plaintiff, at 
which, after some words, the lat­
ter ordered the former from his 
office. This interview occurred on 
the morning of the day of the 
annual meeting, to wit, on Dcem­
ber 17, 1925. That afternoon the 
auditing committee of the stock­
holders selected another firm of 
accountants “as auditors for the 
current year.” On December 19,
1925, the defendants sent the plain­
tiff a bill for “ third payment on 
account for services of members 
of the firm in controversy with 
Federal Government re Income and 
Excess Profits Taxes, $10,000.” A 
few days later the defendants sent 
the plaintiff bills for all other ser­
vices rendered and expenses incur­
red by the defendants, including 
the audit for the fiscal year ended 
in October, 1925. These bills last 
described were paid by the plain­
tiff. On January 4, 1926, the de­
fendants rendered to the plaintiff 
a bill reading as follows:
F or professional services of members 
of firm  per contract w ith T reasurer 
Leonard; prosecuting the tax  controversy 
w ith Federal Government covering the 
years 1909 to 1919, inclusive, which re­
sulted in  the abatem ent and a  refund to 
be made of taxes w ith in te rest to taling 
approxim ately $400,000.00 as per letters 
from  Commissioner of In ternal Revenue 
dated December 16 and 21, 1925, during 
the adm inistration of T reasurer Leonard: 
Bill Rendered No. 2370, Dec. 19,
1925  ...... .............  $10,000
Balance .......................... .................  65,000
Total f e e ..............................  75,000
Less paid on account Bill 
No. 2069, Feb. 26, 1924 $2,500 
No. 2122, June 2 5 , 1924 2,500 5,000
Balance due and unpaid... 70,000
This is our fee to which is to be added 
the “Satisfactory bonus” as promised by 
T reasurer Leonard to  our Mr. S. Dillon 
a t the tim e the contract was entered 
into.
Seventy Thousand Dollars plus the 
above bonus.
Later the revenue agent who 
had made the two previous audits 
appeared at the plaintiff’s  office to 
make an examination of its Fed­
eral income and excess profits re­
turns for the years 1922, 1923 and
1924. The plaintiff sent him, on 
January 4, 1926, to the defendants 
to find and examine certain of the 
papers concerning the plaintiff’s 
affairs in the possession of the de­
fendants, more particularly the 
defendants’ “work sheets” relating 
to the revaluation of the plaintiff’s  
plant assets and to certain “ad­
justed inventories” developed in 
their work on the “ tax case.” The 
defendants refused the revenue 
agent access to these papers and 
wrote the plaintiff’s treasurer the 
following letter:
Your Mr. Bates accompanied by Rev­
enue A gent H arris, called today and re­
quested th a t we assist M r. H arris in his 
p resent examination.
We will be pleased to accept new en­
gagem ents provided we a re  to be your 
sole accountants and auditors as fo r­
merly. Otherwise we do not wish to  
accept any fu rth e r  engagem ents. We 
have a  contract w ith you a t present w ith 
respect to  the tax  controversy w ith the  
Federal Government which contract is 
not yet completed. We have understood 
from  your recent actions th a t you con­
sidered such contract term inated, to  
which we have not, and can not agree. 
We do not feel th a t we should longer 
forego paym ent of our bills which you 
have fo r services already perform ed and 
i t  therefore seems only fa ir  th a t you pay 
such bills before requesting us to render 
any fu rth e r  services.
To this letter the plaintiff’s  
treasurer replied on January 6,
1926, as follows:
Receipt is acknowledged of your le tte r  
dated Jan u ary  5, 1926. Mr. Bates and 
Mr. H arris did not v isit your office to re ­
engage your services, bu t to obtain pa­
pers which you have and which belong 
to us, and some of which the  Govern­
m ent requires to be produced. We 
hereby make form al demand fo r the im ­
mediate retu rn  of all papers in your pos­
session belonging to  Ipswich Mills.
We wish it  distinctly understood th a t 
you are  not employed by Ipswich Mills 
in any capacity. The only contract th a t  
has been made w ith you is an oral agree­
m ent on our p a rt to  compensate you fo r  
actual expenses of clerks, traveling  ex­
penses and other incidental expenses in 
your position as accountant and under
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th e  direction of our tax  attorney, and 
you agreed to leave the question of fu r ­
th e r compensation fo r members of your 
firm entirely  to us. When the tax  case 
is completed we shall take up w ith you 
a t  th a t tim e w hat fu rth e r  compensation, 
i f  any, is f a ir  and proper in  the circum­
stances.
We enclose check fo r  $2,453.75 to cover 
th ree bills—No. 2277 which you m arked 
a s  a  duplicate dated June  1, 1925; No.
2371 dated December 23, 1925; and No.
2372 dated December 23, 1925.
I  see no basis fo r the o ther two bills 
which you have rendered. The question 
of additional compensation, if  any, as 
above stated, has been le ft w ith us to 
determ ine the am ount when the  case is 
settled. We, therefore, can not under­
stand  why you should send us any bills 
o f th is nature. P lease take up any 
fu rth e r  question pertain ing to  our rela­
tions w ith our tax  attorney, Mr. M athews 
o f Gaston, Snow, Saltonstall and Hunt.
I  find that the plaintiff has not 
made any payments to the defend­
ants for their own services with re­
spect to the “tax case” other than 
the two payments of $2,500 each, 
but has paid for all other services 
and expenses rendered or incurred 
by the defendants in its behalf.
I  find that the term “work 
sheets” means papers on which or­
iginal compilations, computations 
and analysis are made by account­
ants which later are gathered to­
gether in summary form and the 
figures rendered in the schedule, 
exhibit, report or return upon 
which the accountant is working. 
I  further find that under the Fed­
eral Statutes and regulations adop­
ted thereunder by the Commission­
er of Internal Revenue, a revenue 
agent designated to examine a tax­
payer’s return may require the 
production of any work sheets ex­
planatory of the figures contained 
in the return and the attendance 
of any person, although not an of­
ficer or employee of the taxpayer, 
having knowledge in the premises.
The defendants contended that 
there was a trade usage or custom 
in 1922 and thereafter whereby an 
accountant’s work sheets are the 
property of and are retained by 
the accountant and never perma­
nently surrendered to his client. 
The only evidence of usage or cus­
tom was the testimony of the de­
fendants themselves, and I  am un­
able to find from their testimony 
that there was a  general usage or 
custom in relation thereto which 
the plaintiff knew or ought to have 
known so as to affect the contrac­
tual relations of the parties.
At the hearing the defendants 
produced in court all the papers 
in their possession described gen­
erally in the second paragraph of 
the bill of complaint. Such papers 
were examined by the parties, 
grouped and initialed as herein­
after described, and impounded, 
awaiting the final decision of the 
case. The papers so grouped are 
as follows:
"A”—papers that originated in 
the plaintiff’s  office or in the office 
of its selling agents or of some one 
associated with them, including 
papers relating to 1917 Federal 
tax returns of plaintiff.
“B ”—copy of amended Federal 
tax return of the plaintiff for 1918 
and certain papers (not work 
sheets) relating thereto.
“C”—copies of tentative and 
amended Federal tax returns of 
the plaintiff for 1919 with work 
sheets and correspondence relating 
thereto.
“D ”—papers including work 
sheets relating to the revaluation 
of the plaintiff’s plant assets.
“E ”—the defendants’ work 
sheets relating to their July, 1922, 
report hereinbefore mentioned.
“F ”—all papers, reports, returns, 
copies, work sheets, data, corre­
spondence and memoranda in de­
fendants’ possession in relation to 
the “tax case,” including some let­
ters originating in plaintiff’s office.
No evidence was offered in sup­
port of the allegations in paragraph 
five of the plaintiff’s bill, it appear­
ing that the plaintiff’s return for 
the fiscal year which ended in Oc­
tober, 1925, had been prepared by 
the defendants and delivered to the 
plaintiff ready for execution and 
filing prior to the differences which 
gave rise to this suit.
Upon all of the evidence, I  find 
that prior to bringing this suit, due 
demand was made by the plaintiff
upon the defendants for the return 
of the papers impounded as above 
described and that the same were 
so detained by the defendants that 
they could not be come at to be re­
plevied by the plaintiff.
The defendants conceded at the 
close of the hearing that the plain­
tiff is  the owner of all papers 
grouped under “A,” and is entitled 
to their immediate possession.
The plaintiff requested me to 
find and rule that it is  the owner 
of all papers grouped under “B ,” 
“C,” “D,” “E ” and “F ” and/or en­
titled to their immediate posses­
sion. I  decline so to find and rule 
save as hereinafter specifically set 
forth.
The plaintiff also contended that 
by delivering all of the papers men­
tioned in exhibits 2a-2b to the 
plaintiff at its request, the defend­
ants surrendered such title, if  any, 
as they had and that the redelivery 
to the defendants by the plaintiff’s 
attorney w as merely for the pur­
pose of enabling the defendants to 
complete their report on the Har­
ris  report. At that time, March- 
April, 1922, the defendants had 
work sheets, correspondence and 
office copies of the plaintiff’s tax 
returns of 1916/17/18/19, which 
they had assisted in preparing, the 
plant revaluation of October, 1921, 
and the work sheets supporting 
their conclusions stated in the July, 
1922, report. These papers, save 
some relating to the July, 1922, re­
port, were in existence and are 
covered by the March-April, 1922, 
transaction. They are specifically 
the papers grouped and initialed 
“B ,” “C,” “D,” and “E .”
In respect to all of the foregoing 
work, the defendants were under 
employ as accountants—auditing, 
checking up and verifying, and 
making a research for the original 
costs of the plaintiff’s plant assets 
then in use and applying deprecia­
tion figures decided upon by the 
directors with respect to the differ­
ent classes of property. It was 
work of a character requiring ac­
counting skill and experience, and 
good judgment in reaching sound
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and dependable conclusions where 
original entries were obscure or 
vouchers missing. It was fully 
paid for by the plaintiff. The in­
formation gained by the defend­
ants was confidential. By fair im­
plication the information gained by 
the defendants and compiled on the 
work sheets and even the paper it­
self is the property of the plaintiff. 
If the defendants have any interest 
in the papers and the information 
there gathered, it is solely for the 
purpose of defending the integrity 
of their work, and goes no farther 
than suitable protection against the 
destruction or alteration of such 
papers and not to a superior right 
to the possession thereof.
The papers marked “F” relating 
to the so-called “tax case,” mean­
ing by that term the steps taken 
by the defendants subsequent to 
the Schuyler Dillon talk with 
Treasurer Leonard to contest the 
additional assessments resulting 
from the Harris report and to as­
sert the plaintiff’s right to sub­
stantial refunds—stand on a some­
what different footing. The de- 
fendants acted not merely as ac­
countants but as attorneys in fact 
for the plaintiff and as experts in 
Federal tax questions, requiring 
not only skill in accounting but 
knowledge of the Federal tax laws 
(statutes and their interpreta­
tions) rules and regulations of the 
tax department, treasury decisions 
and familiarity with their applica­
tion. They worked independently 
of the plaintiff, relying on it and 
its attorneys merely for conference 
and advice on problems encount­
ered in their work. The bills for 
assistants, clerks, travel, and other 
incidental expenses amounting to 
over $11,000 are some evidence 
that they were not employed mere­
ly as accountants for the solution 
of some particular problem of the 
plaintiff but rather professionally 
as a lawyer is employed in the pre­
paration and presentation of his 
client’s case before an appropriate 
tribunal. The defendants’ employ­
ment by Leonard in the tax case
and the conduct of the parties re­
lative thereto puts beyond dispute 
that the defendants were to use 
all their skill and energy in accom­
plishing certain concrete results, 
namely, the abatement of the as­
sessments and refunds of taxes al­
ready paid working along lines not 
laid out for them by the plaintiffs, 
but chosen independently by the 
defendants as best suited to accom­
plish the ends sought.
The defendants do not in their 
answer specifically claim a lien save 
that they allege that the plaintiff is 
unlawfully trying to get possession 
of, secretly or otherwise, copies or 
abstracts without making payment 
as the plaintiff has agreed to do. 
During the hearings, however, the 
defendants claimed a lien on the 
papers in issue for the unsettled 
balance of the compensation alleged 
to be due them from the plaintiff 
for their personal services in the 
tax case. Upon all of the evidence, 
I find and rule that the defendants 
have no lien upon such papers for 
such balance, if any. No evidence 
was offered with respect to the 
value of their services in the tax 
case, and I make no finding with 
respect to the same.
Upon all of the evidence, I find 
and rule that the plaintiff is the 
owner of the papers and the con­
tents thereof now in the custody 
of the court and grouped and in­
itialed “B,” “C,” “D” and “E” and 
entitled to the immediate posses­
sion thereof, save that prior to de­
livery of the same to the plaintiff, 
the defendants may take and pre­
serve such photostatic copies of 
said papers or any of them as they 
may deem proper or in the alter­
native they may require of the 
plaintiff a bond in the penal sum of 
$10,000 that said papers shall be 
preserved and not destroyed with­
out the written consent of the de­
fendants and that they shall be 
available and may be examined and 
used by the defendants should any 
question be raised of the integrity 
of the defendants’ work in connec­
tion therewith. I further find and
rule that with respect to the papers 
grouped and initialed “F,” the 
plaintiff has a joint interest with 
the defendants in the contents of 
the papers so gathered and pro­
duced by the defendants and the 
right to have the same preserved 
and used solely for its benefit and 
the right at all reasonable times to 
examine and use the same and to 
take photostatic copies thereof, and 
to exhibit the said papers to rev­
enue agents designated to examine 
its books, accounts, papers and 
other data and memoranda in re­
lation to the plaintiff’s tax return 
and to take same or any of them 
temporarily from the custody of 
the plaintiff for such examination 
and use, first delivering to the de­
fendants a bond in the penal sum 
of $10,000 that said papers or any 
of them so taken from the custody 
of the defendants shall be protected 
and preserved and safely returned 
to their custody.
Let a final decree issue that the 
papers impounded and marked “A” 
be delivered forthwith to the plain­
tiff ; that the papers impounded and 
marked “B,” “C,” “D,” and “E” be 
delivered to the plaintiff, the de­
fendants being first permitted to 
take such photostatic copies there­
of as they may deem proper, or in 
lieu thereof to demand of the plain- 
tiff a bond as hereinbefore set 
forth; and that the papers im­
pounded and marked “F” be rede­
livered to the defendants to be pre­
served and held by them for the 
joint use of the plaintiff upon the 
terms hereinbefore set forth.
ALONZO R. WEED, 
Justice of the Superior Court.
July 10, 1926.
Away back in 1600 or there­
abouts, Bacon wrote, “I hold every 
man a debtor to his profession: 
from the which as men of course do 
seek to receive countenance and 
profit, so ought they of duty to en­
deavor themselves, by way of 
amends, to be a help and ornament 
thereunto!”
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T H E  M IC H IG A N  P L A N  O F  
C O -O R D IN A T IN G  P R A C T IC A L  
A C C O U N T IN G  E X P E R I E N C E  
W IT H  A C C O U N T IN G  E D U C A ­
T IO N
Memorandum concerning a method of co­
operation between the School of Busi­
ness Administration of the University 
of Michigan and certain public ac­
counting organizations in the city of 
Detroit for the purpose of experimen­
tation as to the feasibility of offering 
some practical public accounting work 
in accountants’ offices, treating the 
same as a laboratory course, during 
the time when students are regularly 
enrolled in the School of Business Ad­
ministration.
The School of B usiness A dm inis­
tra t io n  of th e  U n iv ersity  of M ich­
igan  will select from  m em bers of 
th e  sen ior and g ra d u a te  classes 
such s tu d en ts  as in th e ir  ju d g m en t 
give evidence of ab ility  along pub­
lic accounting  lines ta k in g  in to  con­
sidera tion  not only questions of 
scholarsh ip  b u t ab ility  to  cooperate 
as well. I t  is th e  in ten tion , if  it 
shall prove to be of p rac tica l value, 
th a t  th e  priv ilege of securing  th is  
type of experience shall be open 
to only a portion  of th e  classes 
nam ed, th e  proportion  vary in g  
from  a h a lf to a q u a r te r  depending 
upon th e  size of th e  classes. The 
U n iv ersity  shall determ ine th e  
num ber of s tu d en ts  to be recom ­
m ended not la te r  th a n  D ecem ber 
1st, of each year.
W hen th e  num ber of s tu d en ts  to  
be recom m ended has been d e te r­
m ined, rep resen ta tiv e s  of th e  of­
fices who are  p a rtie s  to th is  ag ree­
m ent shall determ ine am ong th em ­
selves by lot w hich offices shall 
have first call on th e  stu d en ts  fo r  
th a t  y ea r and a f te r  th e  offices have 
been determ ined  th e  s tu d en ts  se­
lected by th e  U n iv ersity  shall be
allocated to  those offices by lot a t  a  
conference of th e  rep resen ta tiv es  
of those offices.
S tu d en ts  shall devote th e  tim e 
from  Ja n u a ry  15 to  M arch 15 in th e  
office to w hich th ey  have been th u s  
allocated, a t  th e  end o f w hich 
period, each office shall give th e  
s tu d en t a g rad e  fo r w ork w hich he 
has done, w hich g rade shall be 
tra n sm itte d  to th e  Dean of th e  
School o f B usiness A d m in istra tio n .
A ny s tu d en t who is selected d u r­
ing  h is sen ior y ea r and selected 
again  du rin g  h is g ra d u a te  y ea r 
shall be assigned  d u rin g  th e  g ra d u ­
a te  y ea r to th e  sam e office w here 
he w orked d u rin g  h is  sen ior y ea r 
if  th a t  office re q u es ts  such a re ­
assignm ent.
E ach  office shall pay  to  th e  s tu ­
den t $110 p er m on th  fo r services 
rendered  du rin g  th e  first assign-
(Continued on page 254.)
THE CONGRESSIONAL COUNTRY CLUB, NEAR WASHINGTON, D. C.
The annual Golf T ournam en t fo r possession of th e  S p rin g er tro p h y  will be played a t  th e  C ongressional 
C ountry  Club du rin g  th e  annual m eeting  of The A m erican Society of C ertified Public A ccountan ts. The golf 
m atch  will tak e  place on th e  afte rnoon  of S eptem ber 22nd.
The C ongressional C ountry  Club is one of th e  m ost w idely known country  clubs in th e  U nited  S ta te s  and 
is splendidly a rran g ed  and  equipped.
A t th is  sam e club th o se  in  a tten d an ce  a t  th e  C onvention will be luncheon g u ests  of th e  D is tric t of Co­
lum bia In s ti tu te  of Certified Public A ccountants on T h u rsd ay , th e  23rd.
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The Accountant’s Report
With Special Reference to the Statement of 
Application of Funds
IN th e  early  days of banking  th e re  w ere no certified public 
accoun tan ts  and no real necessity  
fo r  th e  service th ey  ren d e r today. 
B ank loans w ere m ade upon th e  
basis of confidence, w hich th e  
b an k er fe lt in an applicant. This 
confidence w as th e  re su lt of d irec t 
personal contact and not th e  re su lt 
o f a s ta tis tic a l analysis of th e  bo r­
ro w er’s financial condition. The 
b an k er of th e  early  days knew  all 
essen tial fa c ts  of th e  business h is ­
to ry  and th e  financial responsi­
b ility  of p ractically  every  ind i­
vidual in h is com m unity.
The g ro w th  of c ities and th e  de­
velopm ent of th e  corporation  m ade 
it im possible fo r th e  ban k er to  con­
tinue to  do business by th ese  m e th ­
ods. T he corporate  organization, 
to  a considerable ex ten t, rem oved 
th e  personal elem ent from  financial 
dealings and  financial responsi­
b ility  could n o t be determ ined  by 
th e  sam e d irec t con tac t th a t  was 
fo rm erly  th e  custom . W ith  th is  
change in conditions cam e th e  p rac­
tice o f su b m ittin g  financial s ta te ­
m en ts to  th e  b an k er and la te r  the  
verification of sam e by d is in te r­
ested  parties.
The rep o rt of findings of th e  dis­
in te re sted  p a rty , th e  accoun tan t, 
has been th e  su b jec t of consider­
able discussion.
T his re p o rt h a s  generally , in th e  
p ast, been considered com plete 
w hen it  contained th e  follow ing in ­
fo rm a tio n :
1. In tro d u c to ry  rem arks.
2. N ecessary  com m ents on item s
ap p earin g  in th e  various 
financial s ta tem en ts .
3. C om parative Balance Sheets,
as a t  th e  beginning  and end 
of cu rren t year, show n in 
detail.
By D. S. BOLON, C. P. A. (Ohio), In­
structor in Accounting, Ohio State
University. Partner, Everett B. Parker
& Company, Columbus, Ohio.
 
4. C om parative P rofit and Loss
S ta tem en ts  fo r las t two 
years, shown in detail.
5. A nalysis of Surplus covering
sam e periods as P rofit and 
Loss S ta tem en ts .
The first and m ost im p o rtan t 
function  of financial s ta tem en ts  is, 
of course, to  serve those who con­
tro l and d irec t th e  business to th e  
end of securing  profits. A fte r  th e  
executive th e re  is probably no one 
quite  so in te re sted  in th e  details of 
th e  finances of an en te rp rise  as th e  
banker.
To th e  individual no t versed in 
th e  construc tion  or in te rp re ta tio n  
of financial s ta tem en ts  th e  annual 
re p o rts  sim ply rep resen t an  u n ­
unknow n ch ap te r in th e  business 
h isto ry .
Only a few  years ago, th e  ac­
coun tan t, by  th e  very  dem ands of 
his profession, lim ited  h is efforts to 
a verification of p a s t financial h is­
to ry . I t  w as th en  and is today, 
necessary  to  know th e  a sse ts  owned 
by an en te rp rise  and th e  debts 
owed, b u t today  th e  accoun tan t 
m u st fu rn ish  s ta tem en ts  w hich can 
be used to  fo recast th e  fu tu re  tren d  
of a business. The construction  
of financial s ta tem en ts  is one im ­
p o rta n t function  of h is w ork, b u t 
h is  g re a te s t service is rendered  by 
su b m ittin g  to  his client and th e  
b an k er financial s ta tem en ts  w hich 
can be understood and w hich can 
be in te lligen tly  used as a basis fo r 
th e  fo rm ula tion  of business poli­
cies.
The balance shee t is a s ta tem en t 
of asse ts , liab ilities and n e t w orth , 
as a t  a s ta ted  date, expressed in 
te rm s  of m oney. The financial con­
dition  as se t fo r th  in th is  s ta tem en t 
is th e  n e t re su lt of all th e  tra n sa c ­
tions to w hich th e  en terp rise  has 
been a p a r ty  since i ts  beginning.
C om parative balance shee ts show 
th e  increases and decreases in a s ­
se ts , liabilities and net w o rth  y ea r 
a f te r  year. A critica l s tu d y  of 
th ese  com parative s ta tem en ts  will 
show th e  financial trend .
V arious ra tio s  and percen tages 
have been devised to a ss is t in in te r­
p re tin g  th is  continually  changing  
position  and to also m ake possible 
com parison of one en te rp rise  w ith  
ano ther, b u t th ey  do not show in a 
definite m an n er th e  source and 
am ount of new funds com ing into 
th e  business or th e  disposition 
m ade of them . A “going concern” 
requ ires new funds continually  and 
th e  receip t and disposition of these  
funds is responsible fo r th e  chang­
ing financial position. B usiness 
policies play an  im p o rtan t p a r t  in 
ob ta in ing  th ese  funds and in d e te r­
m ining  w h a t disposition is to be 
m ade of them . The financial s ta te ­
m en ts a re  th e re fo re  to  a ce rta in  
ex ten t an  expression of business 
policies.
An o rderly  a rran g em en t of th e  
changes in th e  financial position  
from  period to  period m ateria lly  
a s s is ts  in in te rp re tin g  and disclos­
ing th e  in fo rm ation  contained in 
th e  com parative financial s ta te ­
m ents. These changes m ay be ex­
pressed  in a fo rm  such as th a t  used 
in th e  “S ta tem en t of A pplication of 
F u n d s” or w ha t m ay be m ore p rop ­
erly  term ed  th e  “A nalysis of 
C hanges in F inancial C ondition."
This s ta tem en t does not seem  to 
have had  a very  general use in th e  
past, b u t is assum ing  a m ore im ­
p o rta n t place. F o r th e  purpose of 
illu s tra tio n  of its  ch a rac te r  and 
purpose th e  follow ing balance 
shee ts will be u s e d :
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THE BUCKEYE—COMPARATIVE, AS DECEMBER 31 
Assets
C urrent A ssets:
Cash .......................................................
Accounts Receivable .........................
L ess: Provision fo r Doubtful Accts..
$260,000
6,000
Inventory ................... ...............................
Prepaid O perating Expenses and 
Supplies ............. ........ ......................
Fixed A ssets:
F urn itu re  and F ixtures 
M achinery and Tools ... 
Buildings .........................
1924 
$30,000
254,000
389,000 
10,000
683,000
1925
$250,000
4,000
$50,000
246,000
420,000 
12,000
728,000
15,000
95,000 
150,000
17,000
118,000
200,000
Total .............................. ...............
Less: Provision fo r D eprec ia tion ......
260,000
45,000
N et Depreciable Assets 
Land ____ ____________
215,000
50,000
335,000
50,000
285,000
75,000
N et Fixed Assets 
Deferred Charges:
Bond Discount ....
265,000
10,000
360,000
12,000
958,000 1,100,000
NOVELTY COMPANY— BALANCE SHEET AT 1924 AND 1925, RESPECTIVELY
Liabilities
C urrent L iabilities:
Notes Palable—Banks __
Accounts Payable—Trade 
Accrued Expenses ............
$60,000
150,000
30,000
Fixed Liabilities: 
Bonds Payable
N et W orth
1924
$240,000
100,000
340,000
$80,000
125,000
25,000
1925
Capital Stock—Preferred  ...........................  375,000
Capital Stock—Common
Surplus E arned ....... ..............
Appreciation on Real E sta te
200,000
43,000
618,000
958,000
400,000
200,000
70,000
50,000
$230,000
150,000
380,000
720,000
1,100,000
It is necessary to know what 
caused the increases and decreases 
in each of the individual asset, lia­
bility and net worth items before 
it is  possible to prepare a state­
ment showing the application of 
funds. Therefore, in addition to 
the information shown in the com­
parative statements, the following 
data is essential:
1. The Land and Building ac­
counts were each increased 
by $25,000, as the  resu lt of 
an appraisal, and the credits 
were made to an account 
fo r Appreciation on Real 
E sta te. The balance of the 
increase in the  Building 
item  was due to improve­
ments.
2. Analysis of Surplus:
Surplus January  1, 1925...... $43,000
N et Profit 1925 ....................... 53,250
Purchases .... ............................. 37,000
132,000
M achinery D iscard ed ............  14,000
Balance December 31, 1925... 118,000
($4,000 was received for 
M achinery discarded and 
the balance of the book 
value of $10,000 was 
charged aga inst Provision 
fo r Depreciation.)
Analysis of Bond Discount:
Balance January  1, 1925...... 10,000
Discount on Bonds Issued in 
1925 .......................... .............  3,000
13,000
Discount Charged O f f ..........  1,000
96,250
Dividends Paid ................... ...  26 ,250
Surplus December 31, 1925... 70,000
3. A nalysis of M achinery and 
Tools:
Balance January  1, 1925........ 95,000
Balance December 31, 1925... 12,000
The “Application of Funds” as 
set up in statement form has quite 
generally been divided into two 
parts, one entitled “Funds Pro­
vided” and the other “Disposition 
of Funds.”
The more important of the items 
usually appearing under each of 
these headings are as follows:
Funds Provided:
(a) By Operations.
(b) By long tim e borrowings.
(c) By investm ents of stockholders.
(d) By sale of A ssets (other than  Cur­
ren t A ssets).
Disposition of Funds:
(a) To increase W orking Capital— 
(C urrent Assets—C urrent Liabili­
ties.)
(b) To make additions to plant, equip­
ment, etc.
(c) To reduce or pay off long tim e
borrowings.
(d) To re tire  outstanding stock.
(e) To pay dividends.
The term “funds” used in con­
nection with this statement refers 
to “Working Capital” as deter­
mined by the excess of Current As­
sets over Current Liabilities. A 
transaction or group of like trans­
actions which result in an increase 
in Working Capital are regarded as 
a source of funds and likewise 
those which decrease, a disposition 
of funds.
The items referred to above are 
self-explanatory with the possible 
exception of funds provided by 
operations. The net profit as 
transferred to the surplus repre­
sents a starting point. The profit 
and loss statement, as commonly 
constructed, includes as income and 
expenses, certain items which rep­
resent a portion of a total income 
or expense item which is applicable 
to several periods.
As an illustration of common 
items of this nature, we have:
1. Depreciation of P lan t, Equipment,
etc.
2. Am ortization of Leaseholds.
3. Depletion of W asting Assets.
4. A m ortization of Bond Discount
and Premium.
There is neither a receipt nor 
disposition of funds in the current 
accounting period, a s  this type of 
transaction does not affect the 
working fund. Therefore the net 
profit as transferred to surplus 
must be increased and decreased 
by these items in order to deter­
mine the actual funds provided by 
operations.
The customary “Application of 
Funds” prepared from the above 
information would appear as fol­
lows:
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TH E BUCKEYE NOVELTY COMPANY—STATEM ENT OF APPLICATION 
FUNDS, YEAR EN DED  DECEMBER 31, 1925
Funds Provided
B y O perations:
N et Profit T ransferred  to S u rp lu s.........................  $53,250
Add: Depreciation Charged O ff .............................  $15,000
Bond Discount Charged O ff ......................... 1,000 16,000
OF
By Issue of Bonds:
P a r  V a lu e____
Less Discount
50,000
3,000
By Issue of P referred  Stock—250 Shares a t Par.. 
By Salvage on M achinery D iscarded ................... .
Disposition of Funds:
Increase in W orking Capital (See Schedule 1). 
Additions—
F urnitu re and F ix tu re s ..................................
M achinery ... ......................................................
Buildings ........... ...............................................
$69,250
47,000
25,000 
4,000
145,250
2,000
37,000
25,000
Dividends Paid on Preferred  Stock
55,000
64,000
26,250
145,250
The details of the Working Cap­
ital changes are submitted in a  
supporting schedule rather than
show so much detail in the main 
statement.
STATEMENT SHOWING CHANGES IN  WORKING CAPITAL
W orking Capital
Current A ssets:
P repaid Operating 
Supplies ...............
Expenses and
C urrent Liabilities: 
Notes Payable
Accrued Expenses
W orking C a p ita l........ .....................................  443,000
Increase in W orking C a p ita l........ ......
The right hand or credit side of 
the balance sheet represents the 
sources from which any enterprise 
secures its funds and the left hand 
or debit side represents the prop­
erties in which these funds have 
been invested.
The “Funds Provided,” as set 
forth in the above illustration, dis­
regard the fact that the most com­
mon source of funds is from short 
time loans or current indebtedness. 
The Working Fund or Working As­
sets consists of what are regarded 
a s Current Assets, namely, Cash, 
Receivables, Inventory (Stock-in-
1924
$30,000
254,000
389,000
1925
$50,000
246,000
420,000
Increases
$20,000
31,000
Decreases
$8,000
10,000 12,000 2,000
683,000 728,000
60,000
150,000
30,000
80,000
125,000
25,000
25,000
5,000
20,000
240,000 230,000
55,000
498,000
55,000
498,000 498,000 83,000 83,000
trade) and Prepaid Operating E x­
penses and Supplies. It does not 
seem proper to consider the Work­
ing Fund a s the Working Assets
less a certain and definite source 
of actual funds.
If  a banker loans $20,000 on a 
ninety day note, he has provided 
funds to that extent just the same 
as the party who loans $20,000 on 
a ten year mortgage, although they 
have been treated in an entirely 
different manner.
The enterprise also obtains funds 
in the form of material and service 
which are shown in the financial 
statement a s  Accounts Payable and 
Accrued Expenses. The only dif­
ference between these items and a 
loan of money is the form in which 
the funds are provided.
The following is suggested as a 
means of clearly setting forth all 
funds provided and the disposition 
made of them:
Funds Provided:
By Creditors—
Short Time Indebtedness.
Long Time Indebtedness.
By Owner—
Investm ent in  E nterprise.
By Business—
Operations.
Sale of Assets (other than  C urren t). 
Disposition of Funds:
To Reduce Funds Provided by Credi­
tors—
Short Time Indebtedness.
Long Time Indebtedness.
To Owner—
To Reduce Funds Provided.
To Compensate fo r Use of Funds 
(Dividends).
To Invest in the Business—
Additions and Improvements to 
P lan t, Equipm ent and O ther Assets. 
Change in W orking Fund (C urrent A s­
sets).
The information given above for 
the Buckeye Novelty Company pre­
sented in accordance with the sug­
gested arrangement would appear 
as follows:
THE BUCKEYE NOVELTY COMPANY—ANALYSIS OF CHANGES IN  FIN A N ­
CIAL CONDITION BETW EEN JANUARY 1, 1925, AND DECEMBER 31, 1925
Funds Provided
By Creditors:
Borrowed from  Banks 
By Issue of Bonds—
P a r V a lu e ...............
Less Discount ......
50,000
3,000
$20,000
47,000
By Owner—By Issue of P referred  Stock 
(250 Sharles) .........................................
67,000
25,000
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By B usiness:
N et Profit T ransferred  to S u rp lu s .... 53,250
Add: Depreciation Charged O ff .........  15,000
Bond Discount Charged Off........  1,000
16,000 69,250
Salvage on M achinery D iscarded ........  4,000
73,250
165,250
Disposition of Funds
To C reditors:
Reduction in Amount Due Trade
C red ito rs ....... .................................... 25,000
Reduction in Accrued E x p en ses........  5,000
30,000
To Owner—Dividend Paid on P referred
Stock (7 per cent) ................................. 26,250
To Invest in Business:
Purchase of F urn itu re and Fixtures... 2,000
Purchase of M ach inery ........................  37,000
Improvement to B u ild ings.................. 25,000 64,000 120,250
Increase in W orking Fund—Schedule 1 .... 45,000
Schedule 1
ANALYSIS OF CHANGES IN  WORKING FUND
W orking A ssets: 1924 1925 Increase Decrease
Cash ..........................................................  $30,000 $50,000 $20,000
Accounts Receivable (N et) ................  254,000 246,000 $8,000
Inventory ........ .................................. ....... 389,000 420,000 31,000
Prepaid Operating Expenses and
Supplies ............................................  10,000 12,000 2,000
T o ta l ............. ..................................  683,000 728,000
Increase in W orking Assets ....................... 45,000 45,000
728,000 728,000 53,000 53,000
BOOK REVIEW
INHERITANCE AND ESTATE TAXES. 
By Paul W. Pinkerton, Certified Public 
Accountant, and Jefferson H. Millsaps, 
Certified Public Accountant and Mem­
ber of the Chicago Bar. Published by 
Callaghan & Co., Chicago, Illinois.
Although this book is published 
by one of the largest law publish­
ers in the world, even a cursory ex­
amination of its contents discloses 
that it is not intended for the ex­
clusive use of lawyers. In fact the 
authors are careful to point out 
that the subject is one that should 
be mastered not only by every at­
torney but especially by every pub­
lic accountant in order that he may 
be able to serve the interests of his 
clients before death and not merely 
the estate afterwards.
Special emphasis is also placed 
on the importance of a knowledge 
of inheritance and estate taxes on 
the part of brokers, securities 
dealers, and investment bankers, in 
order that they may be able to ad­
vise customers how to make their 
investments in such a way that the 
settlement of the estate will neces­
sitate tax payments in a minimum 
number of States and for the 
smallest practicable amount of tax. 
Inasmuch as most States impose a 
heavy penalty for permitting the 
transfer of stock without the pay­
ment of the necessary death duties, 
it becomes necessary for corpora­
tion officials and transfer agents to 
keep abreast of changing laws, and 
in some instances they have found 
it desirable to make complete 
reorganizations merely to avoid 
heavy taxation.
Since the book is addressed to 
such a varied audience, the authors 
explain that they have incorpor­
ated only so much technical legal 
discussion as is required for under­
standing the language of the laws 
and regulations governing the ad­
ministration of estates, descent 
and distribution of property, dower 
and curtesy estates, and other fac­
tors involved in decedents’ estates. 
This discussion, however, appears
The above statement shows that 
of the total funds provided, $67,000 
was secured from creditors, $25,-
000 from the stockholders as an ad­
ditional investment, $69,250 from 
the operations of the business and 
$4,000 as salvage from machinery 
discarded.
The funds provided, by the credi­
tors, consist of the amount by 
which the indebtedness to them 
has increased during the period. 
The funds borrowed from the bank 
as at December 31, 1924, amount 
to $60,000, and as at December 31,
1925, $80,000. Hence the increase 
in the funds provided by the bank. 
This statement does not attempt 
to show in detail all the transac­
tions with the bank, but merely 
shows the net change in the indebt­
edness to the bank at one date as 
compared with an earlier date. A 
decrease in the indebtedness as be­
tween two dates represents a dis­
position of funds. The principle 
applies in a general way to all in­
debtedness.
The funds disbursed consisted of 
$64,000 for additions and improve­
ments to Plant and Equipment, 
$30,000 for reduction of amount 
due Trade Creditors and Accrued 
Expenses, and $26,250 to pay divi­
dend to Preferred Stockholders.
The excess of funds provided 
over funds disbursed represents an 
increase in the working fund of 
$45,000. An excess of funds dis­
bursed would represent a reduction 
in the Working Fund.
The supporting schedule ‘‘Analy­
sis of Changes in Working Funds” 
shows the changes in the detail 
items which constitute the fund.
The sources from which an en­
terprise secures their working 
funds and the manner in which 
they are handled after being ob­
tained is a very vital factor in the 
present and future financial condi­
tion of the business. The import­
ance of knowing the policies of the 
enterprise in this respect must not 
be overlooked. The statement of 
Application of Funds or Analysis 
of Changes in Financial Condition 
is a material aid in the analysis of 
this ever changing financial posi­
tion.
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to be by way of introduction to the 
main theme. A knowledge of these 
technical terms is a necessary part 
of a lawyer’s equipment, and the 
preparation of a  text dealing with 
them would not require a great 
length of time. We must look else­
where, therefore, for an explana­
tion of the fact that the authors of 
this volume spent nearly two years 
in writing it. We find a most ade­
quate explanation, however, when 
we examine the computations of 
the taxes for a typical estate, 
worked out in complete detail for 
each jurisdiction that imposes an 
inheritance or estate tax. On this 
the authors sa y :
“The inform ation contained herein has 
been gathered directly as the resu lt of 
nineteen months of constant correspond­
ence. L etters were sent out to the chief 
tax ing  officials and to  a leading inheri­
tance tax  attorney in  each S tate, p resen t­
ing the hypothetical case to  be used. 
W here the detailed com putations received 
were inconsistent, i t  became necessary to 
cross-examine the correspondents, cau­
tiously, tactfully , humbly, in  an effort to 
procure a correction from  one or the 
other in order th a t th e  solution presented 
here m ight have every assurance of cor­
rectness. * * * Out of th is g rea t m ass of 
data, * * * the solutions here presented 
have been developed.”
This method of appealing direct­
ly to official tax boards and to the 
leading tax attorneys of the dif­
ferent States commends itself at 
once to those who appreciate not 
only accuracy but authoritative­
ness. The computations are un­
questionably the outstanding fea­
ture of this publication and they 
constitute a real contribution to 
the subject of inheritance taxation. 
The information they contain is not 
published anywhere else, and all 
who have occasion to handle any 
phase of inheritance taxation will 
feel grateful to the authors not 
only for the months of labor and 
correspondence bestowed upon the 
execution of the plan adopted, but 
also for the originality of the plan 
and especially the comprehensive­
ness of the detail of the typical 
estate selected for the illustrative 
case. One attorney who assisted in 
working out the computations for 
h is State, said:
“Your problem is somewhat difficult
* * * principally because i t  embraces 
practically every question which is likely 
to arise.”
The same estate is used through­
out the illustrative computations, 
separate computations being made 
for each State in order to show 
what the taxes would be on the 
various elements of the estate, sup­
posing the decedent to have been 
in each instance a resident of the 
State for which the computation is 
made. Th is brings out in sharp 
contrast the variations in methods 
and rates of tax as between the 
different States.
The computations for this typi­
cal estate are shown not only for 
the State of residence, but also for 
States other than the State of de­
cedent’s  residence. All who have 
had experience with inheritance tax 
calculations are aware that the 
most difficult problems are those 
involving nonresident estates. The 
authors have given the complete 
calculation of the nonresident tax 
for each state in addition to the 
resident calculation.
Another feature of the book that 
will undoubtedly appeal strongly 
to the busy tax man is  the incor­
poration of a tabular summary of 
the tax rates, showing in a separ­
ate tabulation for each State the 
rate of tax applicable to each class 
of legacy, and the variations of the 
tax rate with the amount of the 
legacy. Such a tabulation gives 
the essential information for mak­
ing the mathematical calculation 
for each State.
Of course a text of this character 
would hardly be completely useful 
without copies of the statutes 
themselves, and the statutes of the 
several States and the Federal 
Government (and including Alaska, 
Hawaii, Philippines and Porto 
Rico, as revised and amended to 
March 9, 1926) are printed in full, 
with descriptive center headings 
for the different sections of the 
statutes that add greatly to the 
usefulness of this part of the 
volume.
On the whole the authors appear 
to have undertaken a task of no
mean proportions, and to have ex­
ecuted it with a singular determi­
nation to make this work compre­
hensive, authoritative, and helpful. 
Nothing like it has been previously 
attempted and we are confident 
that the book will be welcomed and 
appreciated by accountants, law­
yers, trust officers, corporation 
officials, and all who have any in­
terest in taking advantage of every 
legitimate means of making sure 
that an estate is so invested and 
located that it will be subjected to 
the minimum amount of inheri­
tance or estate tax.
To accountants, especially, the 
material contained in “ Inheritance 
and Estate Taxes” is of peculiar 
interest, for the reason that they 
are just beginning to realize that 
their training, their constant con­
tact with clients, and especially 
their fam iliarity with the invest­
ments of their clients, afford them 
unusual opportunities to render an 
additional service of the greatest 
practical value, provided they 
equip themselves with the neces­
sary  technical knowledge to qualify 
them for rendering the service.
Such an opportunity occurred in 
the fam iliar case of the man who 
disposed of his property by will, 
making his mother the beneficiary 
of certain investments located in 
one State, and his fiancee the bene­
ficiary of investments in another 
State. It so happened that an ex­
ceptionally high rate of tax on 
legacies to those not related to the 
testator was imposed by the State 
in which the property bequeathed 
to the fiancee was located, while 
a low rate of tax w as imposed on 
such legacies in the State where 
the property bequeathed to the 
mother w as located. The estate 
was of such a size that about $30,-
000 would have been saved to the 
estate had the will been drawn 
with the differences in the tax law s 
in mind.
It is  incumbent on accountants 
to awaken to the fact that there is  
a big field for their activities in 
aiding clients to prepare before 
death for death duties. Men of
238 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T August,
means require competent advice. 
Every will should be gone over at 
least once a year in the light of 
changing inheritance tax laws and 
regulations to see if  any changes in 
legacies should be made to insure 
lowest possible inheritance tax. In­
vestments should be analyzed at
least once a year to determine 
whether inheritance taxes might 
be avoided or reduced by changes 
in the investments.
Of all professional men account­
ants are probably the best qualified 
by training to deal with the many 
factors entering into the problem
of the selection and ultimate dis­
position of investments to insure 
the lowest possible tax on the 
estate. To those who aspire to 
qualify for rendering such service 
we heartily commend “ Inheritance 
and Estate Taxes.”
L. A. PRATT.
Solution to Problem 4 of the Kentucky C. P. A.
Examination
(P rin ted  on page 210 of the Ju ly  issue.)
By JOHN B. TANNER, C. P . A. (Ohio and W isconsin), President, International Accountants Society.
F lour:
Purchases of W h e a t....... .................
Less—W heat Inventory 6 /30/25
The Lexington Milling Company, Inc. 
STATEMENT OF MANUFACTURING COSTS 
For the Year Ending June 30, 1925
Less— W a s te ........ .....................
W heat ground ............................
Less—W heat B ran ( 1 ) ____ __
Flour made (Cost of W heat)
F lour Ingredients used .......... ......................................... .................
F lour Packages used --------------------------------------------------------
Milling Expenses:
Labor .......................................................................  $26,500.00
S u n d ry ................................ .......................................  3,750.00
D epreciation ............................................................  4,900.00
35,150.00
Less—Cost of grinding corn (2) ......................  9,300.00
Cost of M anufacturing F lo u r_
M eal:
Purchases of Com ...---- ---.........
Less—Corn  Inventory 6 /30 /25
Less—W aste ___
Com g ro u n d ____
Less—Corn  Bran
Less W aste ____
Meal made (Cost of Corn ) ------------------------
Meal Packages u s e d ___________________________ ______
Milling Expenses (2) ..................................................................
Cost of M anufacturing M eal.... .....
Mill Feed:
Cost of W heat B ran  ...............
Cost of Corn  B r a n _________
Mill Feed made (Cost of M aterial) ........................... ..................
Feed Packages u s e d ................................................................... .......
C ost of M anufacturing Mill F e e d ....... ............ ............ ................ .........
500,000 bus. 
15,000 bus.
Pounds.
30,000,000
900,000
Amount.
$900,000.00
27,000.00
U nit Costs. 
$1.80 p e r  bu. 
1.80 per bu.
485,000 bus. 
15,000 bus.
29,100,000
900,000
873,000.00 1.80 per bu.
470,000 bus. 28,200,000 873,000.00 1.8574 p e r  bu.
4,400 tons 8,800,116 132,000.00 30.00 per ton
98,979 bbls. 19,399,884 741,000.00 7.4864 per bbl.
98,979 bbls.
98,979 bbls.
4,850.00
50,000.00
.0490 per bbl. 
.5052 per bbl.
98,979 bbls. 25,850.00 .2612 per bbl.
98,979 bbls. 821,700.00 8.3018 per bbl.
100,000 bus. 
5,000 bus.
5,600,000
280,000
70,000.00
3,500.00
.70
.70
per bu. 
per bu.
95,000 bus. 
2,000 bus.
5,320,000
112,000
66,500.00 .70 per bu.
93,000 bus. 5,208,000 66,500.00 .7151 p e r  bu.
276 tons 552,000 5,520.00 20.00 per ton
4,656,000
56,000
46,000 cwt.
46,000 cwt.
46,000 cwt.
4,400 tons 
276 tons
93,520 cwt.
93,520 cwt.
93,520 cwt.
46,000 cwt. 4,600,000
8,800,000
552,000
9,352,000
60,980.00
18,000.00
9,300.00
88,280.00
132,000.00
5,520.00
137,520.00
27,000.00
164,520.00
(1) Correct w ithin 116 lbs., a  difference due to  expressing b ran  in tons and flour in  barrels.
(2) A charge o f 10 cents per bushel fo r com ground.
1.3256 per cwt.
.3913
.2021
per cwt. 
per cwt.
1.9190 per cwt.
30.0020.00 per ton per ton
1.4705
.2887
per cwt. 
per cwt.
1.7592 per cwt.
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PROCEDURE OF SOLUTION
Upon analyzing th is problem one no­
tices several fea tu res th a t influence the 
procedure of solving the problem.
The outstanding fea tu re  is the neces­
sity  fo r determ ining the m anufacturing 
costs in order to secure the inventory 
prices fo r  flour, meal, and feed a t  the 
close of the fiscal year.
When considering the method to be em­
ployed in preparing  the statem ent of 
m anufacturing costs, the reader quickly 
realizes th a t the situation would ordi­
narily  present a  problem in joint costs. 
This brings out the second outstanding 
feature , which is th a t the  question of 
jo in t costs is taken care of in the p ara­
graphs s ta ting  th a t the w heat b ran  is to 
be valued a t  $30 per ton and the  corn 
bran  a t $20 per ton, and th a t the milling 
cost fo r grinding corn is to be taken into 
the statem ent a t 10 cents per bushel. 
These statem ents provide the m aterial 
necessary fo r the solution of the prob­
lem, and w ith these fac ts in hand the 
preparation  of a  M anufacturing S tate­
m ent furnishing un it costs does not ap­
pear to present any particu lar difficulties.
The nex t fea tu re  which would n a tu r­
ally  receive consideration is the account­
ti n g  fo r units handled, and in preparing 
the solutions i t  would probably be found 
desirable to m ake a  side calculation of 
the accounting fo r the  various pounds of 
product handled. The inform ation to re ­
duce the other units, such as bushels, 
barrels, tons, etc., to  a  pound basis is 
given in  the problem.
A fter the determ ination of the  unit 
costs, the nex t step in  the solution is the 
preparation  of the Loss and Gain S tate­
m ent, and in this connection one notes 
the  requirem ent th a t the trad ing  profit 
on each of the divisions of sales is re ­
quired. The other fea tu res of the Loss 
and Gain S tatem ent which are  to re ­
ceive particu lar attention  are the calcu­
lation of the taxable income and the ac­
crued income tax.
The la s t step in the problem is the 
preparation  of the balance sheet.
Some accountants m ight consider i t  
advantageous to use a  working sheet; but 
since there a re  no complicated ad just­
m ents in the tr ia l balance, i t  scarcely 
seems necessary to p repare an  elaborate 
statem ent fo r the purpose of dividing 
the tr ia l balance between the M anufac­
tu ring  S tatem ent, Loss and Gain S tate­
m ent and the Balance Sheet.
The Lexington Milling Company, Inc. 
CALCULATION OF INVENTORIES 
June 30, 1925
Commodity. Quantity. U nit Cost.
F lour ........................................................................  10,000 Bbls. $8.3018
Meal .................. .......................................................  12,000 Cwt. 1.9190
Mill Feed .......................... ................................. ....  5,000 Cwt.   1.7592
The Lexington Milling Company, Inc.
LOSS AND GAIN STATEMENT 
For the Year Ending June 30, 1925
F lour:
Sales ...................... .......................................................  $889,790.00
Cost of M anufacturing (from  Cost S tatem ent) $821,700.00 
Less—Inventory, June 30, 1925 .............................  83,018.00
Cost of F lour Sold ....................................... 738,682.00
Gross Profit on F lo u r .........................
M eal:
Sales ............................................................................. 85,000.00
Cost of M anufacturing (from  Cost Statem ent) 88,280.00 
Less—Inventory, June 30, 1925 ....... ...................  23,028.00
Cost of Meal Sold .......................................  65,252.00
Gross Profit on Meal ........... .............
Mill Feed:
Sales ................................................................ ............ 177,040.00
Cost of M anufacturing (from  Cost S tatem ent) 164,520.00 
Less—Inventory, June 30, 1925 ...........................  8,796.00
Cost of Mill Feed S o ld ....... ........................ 155,724.00
Gross Profit on Mill F e e d ...................
Merchandise:
Sales .................... ........... ..................... .......................  155,000.00
Purchases ....... ............................. .............................  150,000.00
Less—Inventory, June 30, 1925 .............................  25,000.00
Cost of Merchandise Sold ......................... 125,000.00
Gross Profit on M erchandise............
Total Gross Profit on S a le s .......................... .............
Selling Expenses ....... ..................................................  40,000.00
Administrative Expenses ............................................  35,000.00
N et Profit on S a le s ........
Deduction from  Income: 
Federal Income Tax ...
N et Profit fo r year
The Lexington Milling Company, Inc. 
BALANCE SHEET 
June 30, 1925
Assets.
C urrent A ssets:
Cash .......... .................................................... ......... .................$54,850.00
Accounts Receivable ........................ ................... .................310,730.00
Inventories:
F lour .............. .......................................... .....  $83,018.00
Meal ................... . 23,028.00
Mill Feed ........   8,796.00
W heat ................ . 27,000.00
Com ................. 3,500.00
F lour Ingredients _ 150.00
F lour Packages ............................................ 5,000.00
Meal Packages .............................................. 2,000.00
Feed Packages .............................................. 9,000.00
Merchandise ............................. ..................... 25,000.00 186,492.00
Total Current A sse ts ...................... .
Fixed A ssets:
Mill Building ............. ...................................... . 45,000.00
Less—Reserve fo r  Depreciation ............ ........ 900.00 44,100.00
Amount.
$83,018.00
23,028.00
8,796.00
$151,108.00
19,748.00
21,316.00
30,000.00
222.172.00
75,000.00
147,172.00 
18,396.50
128,775.50
$552,072.00
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Mill Equipm ent ..................................................... 40,000.00
Less—Reserve fo r D eprec ia tion .......................  4,000.00 36,000.00
Total Fixed A ssets .............................  80,100.00
Goodwill .......................... .................. .............................  15,000.00
Total A ssets .......................................... 647,172.00
Liabilities.
C urrent Liabilities:
Accrued Federal Income Tax ....... ...................  18,396.50
N et W orth.
Capital Stock ....................................... ..................... 500,000.00
N et Profit fo r year less Federal T a x e s ..................  128,775.50
Total N et W orth .................................  628,775.50
Total Liabilities and N et W orth___ 647,172.00
Rules of Professional Conduct
The New York S tate  Society of Certified Public Accountants
By-Law X IX  of The New York
State Society of Certified Public
Accountants.
I .   
The members of the Society 
should carry on their work in a 
spirit of fairness and justice to 
their clients and the public.
II.
No member should prepare or 
certify any statement containing 
an essential misstatement of fact, 
or omitting such a fact as would 
amount to an essential misstate­
ment or would result in a failure 
to put prospective investors, cred­
itors, or others on notice in respect 
to a material fact not specifically 
shown in such statement.
III.
No member should certify to ac­
counts or statements which have 
not been verified entirely under 
the supervision of himself or oth­
er person representing him in con­
formity with number four of these 
rules.
IV.
No member should allow any 
person to practice a s representing 
him who is not in partnership 
with him, or in his employ, or who 
is not a regularly practicing public 
accountant in good standing.
V.
No member should directly or 
indirectly allow or agree to allow 
a commission, brokerage, or other 
participation by the laity in the 
fees or profits of his professional 
work; nor shall he accept directly 
or indirectly from the laity any 
commission, brokerage or other 
participation for professional or 
commercial business turned over 
to others as an incident to his ser­
vices to clients, except it be for 
the benefit of such clients and be 
credited or paid over to them.
VI.
No member should engage in 
any other business or occupation 
conjointly with that of his profes­
sional practice in such a manner 
as would be incompatible or incon­
sistent therewith.
VI I .
No member should take part in 
any effort to secure the enactment 
or amendment of any State or Fed­
eral law or of any regulation of 
any governmental or civic body, a f­
fecting the practice of the profes­
sion, without giving immediate no­
tice thereof to the Secretary of this 
Society, who shall at once advise 
the Board of Directors.
V III.
No member should solicit the 
clients of another Certified Public
Accountant of the State of New 
York, but no member should be 
denied the right to render service 
to those who may directly and 
specifically request it.
IX.
No member should directly or 
indirectly offer employment to an 
employee of a fellow member with­
out first informing said member of 
his intent. This rule shall not be 
construed so as to inhibit negotia­
tions with anyone who, of his own 
initiative or in response to public 
advertisement, shall apply to a 
member for employment.
X.
No member should advertise in 
a manner detrimental to the dig­
nity or other interests of the pro­
fession. Members should not pub­
lish their professional attainments 
or service through the mails or in 
the public prints, but this shall 
not be construed to prohibit the 
publication of a  simple card in di­
rectories or other public prints, or 
the dignified dissemination by let­
ter, or by printed article, of imper­
sonal information of an educa­
tional character without solicita­
tion of professional practice. The 
foregoing shall not be interpreted 
as indicating that the Society sug­
gests or recommends advertising.
XI.
Any member violating these 
rules shall become liable to disci­
pline under the provisions of By- 
Law  XV.
By-Law XV —Expulsion
Any member of the Society may 
be suspended or expelled for cause 
by a vote of ten members of the 
Board of Directors after a hearing 
thereon, one month’s previous no­
tice in writing having been given 
to the member, with a copy of the 
charges preferred against him. No 
member shall be permitted to re­
sign after charges have been pre­
ferred against him until such 
charges have been dismissed or the 
proceedings of the trial ended.
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C. P. A. Examination Questions, North Carolina
MAY, 1926
Accountancy 
THEORY AND PRACTICE
F irs t Day — Morning Session
Question No. 1
A partnership  composed of two members divided its  profits 
equally between them  a f te r  determ ining all item s of income 
and expense fo r each calendar year. One of the item s of 
income is in te rest on partne rs’ w ithdrawals, which is to be 
calculated and charged to each a t the end of year. I t  is agreed 
th a t  the in te rest calculation is to be made on the p artn e rs’ 
average m onthly balance as shown by the books. P artn e r A’s 
account fo r the  calendar year 1925, before charging him in te r­
es t, is found to be as follows:
Debits. Credits.
Ja n u a ry  1, 1925—Balance ........................... $1,080.21 ...................
Jan u ary  Account ............................................  6,000.00 $550.00
February  Account ........ ................................. 2,500.00 550.00
M arch A ccoun t................................................  3,052.74 550.00
April Account ...............................................  13,009.81 9,550.00
May Account .......................................... .......  5.45 550.00
June  Account ............................ ................ .....  1,154.20 550.00
Ju ly  Account ................................. ................  1,500.00 550.00
A ugust Account ........................................ ...  1,500.00 550.00
September Account .....................................  500.00 550.00
October A cco u n t.............................. ...............  1,000.00 4,050.00
November Account ............................ ...........  1,014.10 550.00
December Account ....... ............................. 1,000.00 550.00
Show a  statem ent of the in te rest this p a rtn e r should be 
charged a t December 31st, 1925. Simple in te rest 6 per cent 
per annum. 
Question No. 2
(A) W hat accounts would you set up on the books of a 
cotton mill from  which to ascertain  the cotton p u t into process ?
(B) How would you determ ine “Visible” and “Invisible” 
w aste in a  y am  m ill?
Question No. 3
Your client purchased a  piece of real estate  in 1925 fo r 
$50,000.00. Of this am ount he paid $15,000.00 in  cash and 
assumed a  first m ortgage fo r the rem ainder. L ater he traded 
th is  property  and acquired other real estate, bu t in  the deal 
he received $18,000.00 in cash and first m ortgage notes for 
$22,000.00, the buyer assum ing the m ortgage on the  first 
property. A fter m aking the trade he desired to convert the 
notes in his possession into cash, bu t he could find a  m arket 
fo r  them  only a t  a  discount of 10 per cent. He could not dis­
pose of them  a t  all “W ithout Recourse.” The notes were dis­
posed of on the basis mentioned.
W ith the  to ta l cash then in  hand he determined to  buy first 
m ortgage notes, bu t a t  a  discount of 15 per cent. He invested 
th e  money accordingly.
Subsequent to these transactions he sold the real estate 
acquired in the trade fo r $18,500.00 cash.
D ra ft the journal entries necessary to record the above 
transactions, p repare a  tr ia l balance and statem ent of assets 
and liabilities a f te r  all transactions were completed.
Question No. 4
Set up a  trad ing  and profit and loss statem ent fo r a  whole­
sale grocery company.
Use w hat is, in your opinion, the correct account nam es and 
the order of th e ir  appearance, bu t place zeroes to  represent 
amounts.
Question No. 5
From  the following data, p repare an application-of-funds 
statem ent fo r the calendar year 1925:
X. Y. Z. COMPANY 
Assets
December December
C urrent A ssets: 31st, 1924 31st, 1925
Cash in banks and on h a n d ........  $152,928.16 $221,314.90
Notes Receivable ......................... 41,368.00 85,618.20
Accounts Receivable ...... ..... ......... 249,628.30 378,920.62
Due from  Affiliated Companies... 116,283.25 146,962.18
Inventories .....................................  896,762.80 950,319.60
Total C urrent A ssets ..........  1,456,970.51 1,783,135.50
Deferred Charges:
Unamortized Bond D iscount.................................  36,000.00
Other Deferred Charges .... .......  29,615.25 47,837.90
Investm ents:
29,615.25 83,837.90
Affiliated Companies ................... 643,828.76 668,828.76
Outside Investm ents ....... ..... .....  227,396.40 208,316.80
Total Investm ents ................  871,225.16 877,145.56
Fixed A ssets: ---------------- ----------------
Land, Buildings, Machinery and
Equipment .................................  2,392,875.40 3,380,317.90
Less Depreciation Reserves ...... 465,928.15 562,928.62
N et Fixed A ssets ....... ........  1,926,947.25 2,817,389.28
Total A ssets ...........................  4,284,758.17 5,561,508.24
Liabilities
December December
C urrent L iabilities: 31st, 1924 31st, 1925
Accounts Payable .........................  $215,962.10 $127,824.11
Notes Payable ...............................  230,000.00 170,000.00
Accrued Item s ........................ ....... 155,416.70 175,357.65
Total C urrent Liabilities...... 601,378.80 473,181. 76
Ponded Indebtedness ..................... .....  500,000.00
Reserves fo r Contingencies ................. 130,162.30 133,694.44
N et W orth:
Capital Stock P re fe rre d ..............  174,200.00 236,500.00
Capital Stock Common .... .......... 2,600,000.00 3,000,000.00
Capital Surplus ................. ....................................  479,326.19
Earned Surplus .............................  779,017.07 738,805.85
Total N et W orth ............. ....  3,553,217.07 4,454,632.04
Total Liabilities and N et 
W orth ...... ...... ....................  4,284,758.17 5,561,508.24
Accountancy 
THEORY AND PRACTICE 
F irs t Day—A fternoon Session 
Question No. 6
S tate  w hat books you would include in  a  bookkeeping sys­
tem  fo r a  re ta il drug store doing a gross business of $200,-
000.00 per year, and operating the following departm ents: 
Prescriptions.
P a ten t Medicines and Sundries.
Sick Room Supplies.
Soda.
Cigars.
Describe each book and explain its  function.
Furnish a  lis t of the accounts as they would appear in  the 
General Ledger.
Question No. 7
A company issues a  series of 20 year bonds. The am ount 
of the issue is $500,000.00.
These bonds are  sold a t  $92.00 on the hundred.
Show w hat entries should be made on the company’s books,
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and sta te  ju s t how the discount will be disposed of and the 
am ount involved each year.
Question No. 8
D ra ft form s to dem onstrate a  Voucher record which would 
accommodate a t least 200 accounts.
Question No. 9
Into how m any general classes are the accounts of a County 
Board of Education divided?
Explain the distinction between the different classes and 
s ta te  the m ost prom inent accounts appearing in each division.
Question No. 10
Two corporations conducting the same kind of business are 
considering a consolidation. Each of them  has had an ap­
praisal of certain of its  assets. Each has prepared a  balance 
sheet and these have been subm itted to you w ith the request 
th a t you subm it your definite recommendations as to a  proper, 
and equitable basis on which to issue stock of the  new company 
to the stockholders of the two original corporations.
The balance sheets subm itted are as follows:
COMPANY A 
A ssets
Land:
Appraised Value ....... ............ ........................ $84,000
P resen t Book Value—Cost ........... ...............  $40,000
Brick Buildings:
A ppraised Value—Replacem ent ....... ........  62,000
Less Depreciation --------------- ..... $12,000
Book Value—Cost less D eprec ia tion ........  35,000
M achinery and P lan t:
A ppraised Value—Replacem ent ............ . ... 57,500
Less Depreciation ------------------  38,000
Book Value—Cost less D epreciation ........  21,500
Trucks and Cars:
Appraised Value—Replacem ent ..............  22,000
Less Depreciation --------- --------- 8,000
Book Value—Cost less Depreciation------ 6,000
Furniture and Fixtures:
Appraised Value—Replacement ............... 5,000
Less Depreciation ............ .......... 2,000
Book Value ------------------- --------------------  ---------—
Loose Tools:
Appraised Value—Replacement .... .... ..... 8,500
Less Depreciation ......................  4,500
Book Value .................................. ..............  5
Inventories of Finished Goods a t  C o s t ............................. 97,000
Accounts and Notes Receivable— Sound V a lu e ..............  250,000
Cash ................... ......................... ........................................... 60,000
Total Assets ........... ...... ................................................ 509,505
Liabilities and N et W orth
Accounts and Notes Payable ............................................... 170,000
Capital Stock ........................................................... ............. 50,000
Surplus—Earned and C a p ita l..............................................  289,505
Total Liabilities and N et W o rth .............................  509,505
N ote:—Average yearly earnings fo r past five years, $45,000.
COMPANY B 
A ssets
Land:
Appraised Value ........................................ . $36,000
Cost .................... .......... ........ ............... 22,000
Book Value .............. ............. — ........ ............  $40,000
Brick Buildings:
Appraised Value—Replacement ................  25,000
Less Depreciation ....... ................. 15,000
Book Value—Cost less D epreciation ........  15,000
M achinery and P lan t:
A ppraised Value—R ep lacem en t..................... 22,000
Less Depreciation ........... .............  11,000
Book Value—Cost less D epreciation ........ 20,000
Trucks and Cars:
A ppraised Value—R eplacem ent......... ........  10,000
Less Depreciation --------------- . ... 7,000
Book Value—Cost less Depreciation------  7,000
Loose Tools:
Appraised Value—Replacement ............... 4,000
Less Depreciation .............. ........ 2,500
Book Value—Cost less Depreciation.......  3,000
Furniture and Fixtures:
Appraised Value—Replacement ... ...........  7,000
Less Depreciation ......................  4,500
Book Value—Cost less Depreciation... ...  4,500
Inventories of Finished Goods a t cost plus 10 per cent... 53,000
Accounts and Notes Receivable— Sound Value ....... ....  110,000
Cash .......................... ........................................... .....................  32,000
Total Assets ....... .........................................................  284,500
Liabilities and Net W orth
Accounts and Notes Payable .................... ..... ............ . .....  102,500
Capital Stock ..........................................................................  150,000
Surplus ........................... ........................................................ . 32,000
Total Liabilities and N et W o rth .............................  284,500
N ote:—A verage yearly  earnings fo r pas t five years, $20,000.
COMMERCIAL LAW
Second Day—M orning Session
1. W hat is the object of the N ational Bankruptcy Law ?
2. W hat are the duties of a  B ankrupt under this Law ?
3. When does a  sta te  of Bankruptcy ex ist?
4. In  w hat way does the Bankruptcy Law protect debtors?
5. W hat are  the duties of a  T rustee in B ankruptcy?
6. W hat are the duties of a  Receiver in B ankruptcy?
7. Define the legal te rm  “P rim a Facie.”
8. Define the legal term  “U ltra  Vires.”
9. Define the legal term  “L etters Testam entary.”
10. Define the legal term  “Tort.”
11. Define the legal term  “Parol Contract.”
12. Name four ways in which a  private corporation m ay be 
dissolved.
13. Explain usual method of dissolving a  private corporation.
14. Name five ways in which a  partnership  m ay be dissolved.
15. Explain usual procedure in winding up partnership  busi­
ness.
16. W hat is m eant by “E sta te  in  Fee Simple” ?
17. W hat is m eant by “Life E sta te” ?
18. W hat is m eant by “E sta tes in  Rem ainder” ?
19. W hat is m eant by “E sta tes in Reversion” ?
20. To w hat extent is a  stockholder liable fo r the debts of 
the corporation ? Explain in full.
21. Is the liability of a  stockholder in  a  N ational Bank 
g rea te r than  the liability of a  stockholder in a  m anufacturing 
concern? Explain.
22. W hat is a  “Jo in t Stock Company” ?
23. In  w hat way does a Jo in t Stock Company resemble a  
Corporation ?
24. W hat is the liability of a  stockholder in a  Jo in t Stock 
Company?
25. W hat is a  contract of G uaranty?
26. W hat is the difference between a G uaranty of Collection 
and a  G uaranty of Paym ent?
TAXATION 
Second Day—A fternoon Session 
Question No. 1
Is  the In teres t on L iberty  Bonds taxable under the 1926 
Law ? I f  so, to  w hat ex ten t?
Question No. 2
In  preparation  of Federal Income Tax R eturn fo r a  Cotton 
Mill you find they have had a  16 hour per day run  fo r six 
m onths of the calendar year. W hat ra te s  of depreciation 
would you apply on the following:
Buildings (Brick).
M achinery (Looms, Spindles and Cards).
F urn itu re  and F ixtures.
Question No. 3
In  the preparation  of Federal Income Tax R eturn fo r an  
Individual, how would you tre a t the  following:
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In teres t Paid on M ortgage covering house in which he lives.
Taxes paid on his residence property.
Insurance paid on his residence property.
Depreciation on his residence property.
Depreciation on automobile used 50 per cent in  business.
Question No. 4
E num erate:
(a) Annual reports to be prepared by corporations fo r 
th is State. Explain purpose of each.
(b) Different class of taxes paid by corporations to this 
State.
Question No. 5
Describe:
(a) The method of arriv ing  a t  taxable income derived from  
th e  sale of Capital Assets.
(b) By w hat two processes is a  taxpayer allowed to  com­
pute taxable income from  sale of Capital Assets.
Question No. 6
(a) W hat is the m eaning of “Jeopardy Assessm ent” ?
(b) W hat is m eant by “Earned Income” under the law ?
Question No. 7
Enum erate New Provisions contained in the Revenue A ct of
1926 as compared w ith the Revenue Act of 1924.
Question No. 8
S tate  a t w hat am ount of Income does Surtax  begin and rate .
W hat is maximum S urtax  ra te ?
Question No. 9
Explain the “Installm ent method of reporting Income” and 
name two classes of business to which you would apply same.
Question No. 10
W as the “E sta te  Tax” repealed by the 1926 law ? I f  not, 
w ere the ra tes  changed? Explain.
AUDITING
Third Day—M orning Session
1. The books of the company, whose accounts you are audit­
ing, show overdrafts on two banks and balances on hand in 
others. Discuss the proper method fo r showing th is condition 
on the  balance sheet.
2. In  auditing the books of a  m anufacturing concern which 
has no cost system, how would you verify  the correctness of 
the value placed upon the inventory of goods in process?
(1) Y arn  Mill.
(2) Hosiery Mill.
(3) F urn itu re  P lant.
3. Define briefly the following term s:
(a) Capital Surplus.
(b) Donated Surplus.
(c) W orking Capital.
(d) Contingent Reserve.
(e) Certificate of Deposit.
(f) N o-par Stock.
(g) Sinking Fund Reserve.
(h) Turnover.
4. In  the audit of a  corporation, the books reflect no liability 
on notes payable, bu t your bank verification discloses notes 
payable am ounting to $10,000.00, evidenced by a  note signed 
by the corporation per the president. S tate  how you would 
handle th is in your report and how you would determ ine 
w hether o r  not th is was a  defalcation or an understatem ent 
of liability.
5. In  cases where cumulative preferred  stock is issued, do 
you consider i t  necessary to show any arrea rs  of dividends on 
the  balance sheet? Discuss.
6. A city w ith an assessed valuation of $1,000,000.00 and 
estim ated receipts fo r curren t expenses from  miscellaneous 
sources of $50,000.00 and $2,000.00 from  sinking fund invest­
ments, has subm itted to you the following budget of expendi­
tu res fo r the year:
Mayor and other C om m issioners................................ $20,000,00
W ater D epartm ent ............................................. ............  15,000.00
Bond In terest .............................. .....................................  5,000.00
F ire  D epartm ent ..............................................................  20,000.00
Police D epartm ent .... .................................................. ....  21,000.00
H ealth D epartm ent ................................................... ....  15,000.00
Retirem ent of B o n d s ............................................... .........  10,000.00
S treet D epartm ent ..................................... ....... ............. 18,000.00
General Government .................. .....................................  25,000.00
W hat tax  levy m ust be made to provide the necessary 
revenue ?
7. P repare a  consolidated balance sheet of a  holding com­
pany and two subsidiaries where the entire stock of one com­
pany was acquired below p a r  and the other above par.
8. How would you show on the balance sheet of a  contractor 
a project which was fifty per cent complete, bu t no p a r t o f 
which has been accepted?
9. W hat methods could be used by m anufacturing concerns 
in an a ttem pt to inflate profits ?
10. In  the audit of a  concern having large outside invest­
m ents, would your verification and exam ination extend fu rth e r  
than  the books of account? Discuss.
AUDITING
Third Day—Afternoon Session
11. W hat do you understand by “in ternal check” ? Does i t  
affect in any way the work of a  public accountant?
12. The following are the condensed balance sheets a t  th e  
beginning and end of the year which have been audited by you:
Assets
1925 1924
C urrent A ssets ....... ................................ $226,647.93 $152,535.29
Prepaid Expenses ................................. 810.65 348.84
Due from  Officers and Employees .... 6,975.34 3,854.11
Investm ents ....... .................................... 2,820.71
Equipm ent (a t Cost) .......................... 10,497.75 5,833.47
Liabilities
247,752.38 162,571.71
C urrent Liabilities .......................... .... 192,458.51 108,585.62
Reserve fo r  D epreciation ..................... 1,592.29
Capital Stock ........................ ................. 36,100.00 36,100.00
Surplus ....... .................. ......... .................... 17,601.58 17,886.09
247,752.38 162,571.71
Your profit and loss account shows a  net income fo r the
year of $3,325.49 a f te r  providing fo r income taxes. Dividends 
paid during the year am ounted to  $3,610.00. P repare a  s ta te ­
m ent showing the disposition of the net income.
13. A rrange the following accounts of a  corporation in  a  
proper balance sheet form :
Capital Stock—Common ......... ................ ....... .........$10,000.00
Accounts R eceivab le ......................................... ............... 5,000.00
Accounts Payable ........... ................................................  6,000.00
Reserve fo r  P referred  D iv idend ...................................  1,400.00
Capital Stock—Preferred  ................................ ............. 20,000.00
Inventory—Raw M aterials ............................................  5,000.00
Notes Payable ................ ...................................................  50,000.00
Accrued Federal Income Tax ........................ ............. 2,000.00
Accrued wages due em ployees...................................... 500.00
Inventory—W ork in P ro c ess .........................................  7,500.00
Inventory—Finished Goods ....... .................................  6,000.00
Prepaid in te rest and insurance ................... ................ 1,200.00
Investm ents—Corporate Stocks ................................... 5,000.00
Cash in Bank ............. ....................................................... 6,000.00
Inventory—M anufacturing Supplies ................... .....  1,500.00
Bank O verdraft ......................... ......................................  500.00
Reserve fo r Doubtful Accounts ..................... .............. 750.00
Inventory—Shipping Supplies ........................ ........ . 600.00
Notes Receivable ......................................... ..... ... ............. 8,000.00
P lan t and Equipment ..... ........ ................. ........... 100,000.00
Reserve fo r Depreciation .................. ............................. 10,000.00
Surplus .............. ..... ......... .................................................  44,650.00
14. Give your outline of an  Auditor’s Certificate fo r (1) Cor­
poration, (2) Partnership.
15. W rite a  report on a detailed audit of a Corporation.
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The 2 to 1 Ratio Analyzed
August,
ONE of the traditional stand­ards for judging financial 
condition from a balance sheet is 
the current ratio. This expresses 
in very convenient terms the num­
ber of dollars of current assets 
(cash, inventory, receivables) per 
dollar of current liabilities (ac­
counts payable and short term 
loans). The possession of two dol­
lars of current assets for every dol­
lar of current liabilities is usually 
taken to indicate that there is a 
comfortable margin of safety and 
that the business concerned could 
stand a considerable shrinkage in 
its investment in working assets 
without seriously endangering the 
position of the short term credi­
tors. As this ratio increases it in­
dicates an increasing excess of cur­
rent assets over current liabilities 
and therefore an increasing margin 
of protection to the short term 
creditors. As the ratio approaches 
one dollar of current assets for 
each dollar of current liabilities the 
margin of safety is reduced and 
the equity of the creditors en­
dangered.
Is the 2 to 1 Rule Arbitrary?
Since it has become more or less 
customary in credit practice to con­
sider a ratio of 2 to 1 as a sort of 
standard, the data in Table I and 
Chart 1 below are offered as a basis 
for judging how dependable this 
traditional standard is.
The table is based upon the
CH AR T 1.
Distribution of 2176 Current Ratios for 
Industrial Companies, 1913-1921.
By A. C. LITTLETON, C. P. A., Assist­
ant Director, Bureau of Business Re­
search, University of Illinois, Urbana, 
Illinois.
Working Capital Ratios given in 
Bliss: “Financial and Operating 
Ratios in Management.” For the 
purpose of the present study the 
ratios there reported for manu­
facturing companies were sorted 
according to the size of the ratios 
regardless of the type of company, 
size of company, location, or the 
years concerned. There were 2176 
ratios in all for the years 1913 to
1921, ranging from less than .50 
($.50 current assets to $1.00 cur­
rent liabilities) to 10. ($10. current 
assets to $1.00 current liabilities). 
Between these extremes the data 
were classified into groups as 
shown in the table. Between the 
ratios .50 and .99, for example, 
there were thirty-six cases, be­
tween 2.00 and 2.49 there were 
three hundred and nine cases, and 
so on up to a ratio of almost 10 to
1, where there were twenty-four 
cases.
It is perhaps easier to follow the 
significance of these figures from 
the column headed Percentage Dis­
tribution. From this column it is 
evident that the most popular 
group is 2.00-2.49, where over
14 per cent of the total cases are 
located. The next two largest 
groups are the ones immediately 
upon either side of the most popu­
lar group. There are, it will be 
seen, 13 per cent of the cases be­
tween 1.50 and 1.99 and over 13 
per cent between 2.50 and 2.99.
It is evident therefore that the 
three most popular ratio-groups to­
gether contain over two-fifths of 
the current ratios calculated by 
Bliss. In other words, 41.5 per 
cent of the cases lie closely to­
gether between the ratios 1.50 and 
3.00. The chart shows very graph­
ically this same concentration 
about the ratio of 2 to 1. It also 
makes, clear the relatively few 
cases below a ratio of two (22.5
per cent of the total) as compared 
with 77.5 per cent of the cases 
which are above a ratio of two.
These considerations lead up to 
this conclusion:
The traditional 2 to 1 rule for in­
dustrial concerns is not as arbi­
trary as we have often thought and 
seems instead to rest upon fact. 
On the average it is attained in 
over 75 per cent of the cases.
Is the Rule Universally Applicable?
If a 2 to 1 ratio were generally 
considered a satisfactory showing, 
a ratio of 3 to 1 would be consid­
ered as still more satisfactory. On 
the other hand a ratio of ½ to 1 
would, presumably, be considered 
very unsatisfactory since it would 
be held to indicate inability to pay 
current liabilities out of the cur­
rent assets at that moment. This 
showing, however, is not always 
as serious as it looks and it may be 
worth while to seek evidence in 
mitigation.
In order to make more concrete 
the limitations under which the 2 
to 1 rule may be applied generally, 
a second table and chart of current 
ratios are presented below. Table
II, and Chart 2 are adapted from: 
“The Current Ratio in Public Util­
ity Companies”— Bulletin No. 9, 
University of Illinois, Bureau of 
Business Research, and utilizes 
data from nearly 200 public utility 
companies between the years 1915 
and 1924. There are in all 1540
CH AR T 2.
Distribution of 1540 Current Ratios for 
Public Utility Companies, 1915-1924.
1926 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 245
ratios below a ratio 6½ to 1. These 
are distributed into ratio groups 
a s indicated in the table.
According to Table II, 124 cases 
showed a ratio less than ¼ to 1 
(expressed as .25); 240 cases had 
a ratio between .25 and .50; 271 
cases had a ratio between .50 and 
.75, etc. There were 1260 cases 
below a ratio of 2 as compared with 
280 cases with a ratio above 2. For 
comparative purposes, however, 
these cases are better studied from 
the Percentage Distribution col­
umn, since by stating the percent­
age of the total which is  to be 
found in each group, the data are 
made directly comparable to simi­
la r facts in Table I.
The most popular ratio group for 
utility companies is  50-74 where
17.6 per cent of the cases are found. 
In the next group on either side of 
this most popular group there are
15.6 per cent and 12.6 per cent, re­
spectively. The three together 
contain 45.8 per cent of the total 
number of cases—that is  to say, 
over two-fifths of the ratios lie be­
tween .25 and 1.00. The compara-
TABLE I 
The Current Ratios fo r Industrials
Frequency distribution of the  ratios of 
current assets to curren t liabilities 
of M anufacturing Companies, 1913-
1921 (a).
Frequency
D istribution Percentage 
Ratios. (No. of cases.) D istribution.
Total 2176 100.00
00-49
50-99
100-149
150-199
10
36
160
283
.46
1.65
7.35
13.01
200-249 309 14.21
250-299 289 13.28
300-349 186 8.55
350-399 158 7.26
400-449 142 6.53450-499 126 5.79
500-549 91 4.18550-599 73 3.35
600-649 65 2.99650-699 51 2.34
700-749 49 2.25
750-799 35 1.61
800-849 30 1.38
850-899 29 1.33
900-949 30 1.38
950-999 24 1.10
(a) Based upon tables in Bliss—F inan­
cial and O perating Ratios in M anage­
ment.
ble two-fifths of the industrial 
ratios lies between 1.50 and 3.00.
In Table II  it will be observed 
that 82 per cent of the cases are 
below a ratio of 2—this in com­
parison with the industrials where 
only 22.5 per cent of the cases 
are below a ratio of 2. It may be 
further noted that 54 per cent of 
the total cases have a ratio 
below 1 ;  that is  to say, over ½ 
of the ratios in utility companies 
show an excess of current liabilities 
over current assets. Since the com­
panies here concerned certainly are 
not insolvent in spite of the show­
ing of the ratios, it would seem 
that solvency is not necessarily in­
dicated by an excess of current as­
sets over current liabilities.
From these data it is evident 
that utility companies and manu­
facturing companies are quite dif­
ferent as fa r  as the current ratios 
are concerned and that a 2 to 1 
ratio is not acceptable as a univer­
sal standard for measuring ability 
to pay current debts.
One would naturally expect two 
such radically different types of 
business to show considerable dif­
ference with respect to the current 
ratio. Industrial companies manu­
facture largely for stock and there­
fore carry large inventories of raw 
material work in process, and fin­
ished goods—the last two of which 
hold in suspense, so to speak, the 
cost of labor and overhead ascrib- 
able to that portion of the product. 
Gas companies, traction companies 
and electric generating plants pro­
duce for the most part a non-stor- 
able service rather than goods for 
stock, and consequently have rela­
tively little investment locked up 
in inventories. Even a gas com­
pany has at best only a few days 
reserve supply of gas in its holder.
As a result of these natural 
characteristics, there is in the case 
of utilities a much more direct con­
version of cash paid out for oper­
ating expenses into cash collections 
or into accounts receivable. Such 
direct conversion does not prevail 
in the manufacturing industry be­
cause the process of quickly pass­
ing from cash expended to cash col­
lected is  interrupted by an extra 
step—the inventory. Thus in in­
dustry, working capital lies for a 
time in the inventory as if  in a  
reservoir, whereas in utilities this 
time is saved.
Another factor which is  con­
cerned in this difference between 
types of industry is the amount of 
receivables held. The sale of man­
ufactured product is accomplished 
very largely upon a credit basis and 
the industry must therefore carry 
large balances of accounts receiv­
able. Generally speaking cash is 
locked up in this form of current 
assets for an average of forty to 
fifty days before it becomes again 
available for use in the processes 
of manufacture. A tabulation of 
the figures given by B liss for a 
number of days sales in accounts 
receivables for industrial enter-
TABLE II
The Current Ratios for Public U tility  
Companies
Frequency distribution of the ratios of 
current assets to current liabilities 
of 200 Public U tility  Companies, 1915-
1924 (a).
Frequency 
D istribution Percentage 
Ratios. (No. of cases.) D istribution.
Total 1540 100.00
01-24 124 8.1
25-49 240 15.6
50-74 271 17.6
75-99 194 12.6
100-124 147 9.5
125-149 114 7.4
150-174 98 6.4
175-199 72 4.6
200-224 59 3.8
225-249 42 2.7
250-274 27 1.8
275-299 25 1.6
300-324 25 1.6
325-349 20 1.3
350-374 19 1.2
375-399 7 .5
400-424 9 .6
452-449 3 .2
450-474 9 .6
475-499 4 .3
500-524 4 .3
525-549 5 .3
550-574 9 .6
575-599 8 .5
600-624 3 .2
625-649 2 .1
(a) Adapted from : The C urrent Ratio 
in Public U tility  Companies—Bulletin 
No. 9, U niversity of Illinois, Bureau of 
Business Research.
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prises will show that in 25 per cent 
of the cases the sales rest in ac­
counts receivable thirty days or 
le s s ; 75 per cent over thirty d ay s; 
and 37 per cent over sixty days.
Utility companies, on the other 
hand, have considerably less invest­
ment in the form of uncollected ac­
counts. Traction companies have 
practically no receivables whatever 
since they do a cash business. Gas 
and electric companies usually car­
ry  customer accounts for only 
thirty days and if  the accounts 
have not been paid at that time the 
service is discontinued. The result 
is  that there is  a  more rapid con­
version into cash of whatever re­
ceivables do exist in the public 
utility business, except possibly 
those which arise in intercompany 
financing.
This rapidity of collection, in ad­
dition to the fact that the absence 
of inventories also speeds up the 
flow of working capital, is what 
makes it possible for utility com­
panies to operate consistently with 
a current ratio which would prob­
ably throw an industrial into bank­
ruptcy. The smooth flow of work­
ing capital in manufacturing, on 
the other hand, is  interrupted by 
a period of storage, first in raw  ma­
terials inventories, then in process 
and finished goods inventories. 
Even after the product is  sold there 
is another period of storage in the 
form of receivables before the 
working capital is free to be put 
through the cycle again. This can 
not escape influencing current 
financing and the current ratio.
In utilities the flow is  regular, 
well assured and practically un­
obstructed. Ability to pay current 
indebtedness when due depends 
here more upon the timing of due 
dates of indebtedness and the 
maintenance of due proportion be­
tween flow of maturing obligations 
and flow of collections than upon 
the proportion which a group of 
assets may bear to a| group of 
debts.
I s  the Significance of the 2 to 1 
Rule Overrated?
Utilities have no working capi­
tal investment to speak of—about
2 per cent of the total investment 
as compared with about 40 per cent 
for industrials—and payment must 
of necessity be dependent upon 
flow. The 2 to 1 ratio therefore has 
little significance for public utili­
ties.
But the fact that manufacturing 
companies from the very nature of 
their business must be possessed 
of considerable working capital 
should not be permitted to obscure 
the equally patent fact that the 
flow of working capital is  more in- 
portant than its size for industrials 
as* well as for utilities.
A manufacturer with a quick 
process for extracting nitrogen 
from the a ir and making it into 
fertilizer, and who could sell all he 
produced at once for cash, should 
be able to operate with a current 
ratio as low as a traction company 
can. The fact that few  manufact­
uring processes can be operated 
that way does not alter the princi­
ple; it only obscures it. The prin­
ciple still applies to industrials as 
well as utilities though perhaps to 
a less noticeable degree.
The flow of working capital 
through manufacturing processes 
and through deferred collections 
must wind through a tortuous 
course which is difficult to follow; 
in its travels through several “ res­
ervoirs” it is laid open to more 
stoppage than would be the case 
with a direct flow such as prevails 
in utilities. This winding, hesi­
tant course tends to obscure the 
full significance of the flow of 
working capital in manufacturing 
enterprises with the result that the 
current ratio, easily calculated and 
easily grasped, is used as the indi­
cator of probable ability to meet 
current indebtedness when proper­
ly prepared turnovers might serve 
much better. These considerations 
may perhaps be summarized in the 
following statement:
The ability to pay current debts 
depends more upon flow of the 
working capital than upon size of 
the working capital investment— 
except in the case of the liquida­
tion of a  concern which has ceased 
to operate—and therefore meas­
ures of flow are more important in 
analyzing financial condition than 
is the current ratio.
The rule of 2 to 1 serves very 
well as long as a better one is lack­
ing, but it is  to be used subject to 
its limitations. It  is  frankly a 
make-shift; it is  only a point of de­
parture, not a standard by which 
credit should be granted or re­
fused. The 2 to 1 ratio might be 
safe for a given enterprise under a 
normal market, and on a strongly 
rising market it might be larger 
than necessary, while later, on a 
falling market, it might be utterly 
inadequate to provide a secure mar­
gin of safety. And the reason it 
may be inadequate at that time 
whereas it formerly w as adequate 
is because the flow is checked, 
somewhere or other, and not 
necessarily because there has 
been any change in the proportion 
of current assets to current liabili­
ties. The ratio does not have the 
same value as an indicator at all 
times, ju st as it is  not equally sig­
nificant for all businesses.
No tests of financial condition, 
however well supported by aver­
ages and the like, can be applied 
indiscriminately. They all need to 
be checked by a knowledge of sur­
rounding conditions — terms of 
credit, trade customs, seasonal 
peaks, positions in the cycle—and 
by a knowledge of the resourceful­
ness of the principal executives in 
forcing the enterprise along sound 
lines under unfavorable conditions.
ON YOUR CALENDAR 
MARK
Septem ber 23, 24 
T hursday  and  F riday
TH E F IF T H  ANNUAL M EETING OF
T he A m erican Society of Certified P ublic 
A ccountants
WASHINGTON, D. O.
A nnual repo rts  of officers, R eports of 
Com mittees, D iscussion of reports  and 
the  w ork of th e  Society, Addresses on 
live public accounting subjects and—
RECREATION
* Details will be published la ter *
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Government Accounting
AGENCIES WORKING TO IMPROVE 
FINANCIAL ADM INISTRATION
T HE following is a somewhat general list of the official 
and unofficial agencies which are 
working to improve the financial 
adm inistration of our National, 
S tate, and City Governments:
N ational Government:
1. General Accounting Office.
2. T reasury  D epartm ent.
3. Bureau of Efficiency.
4. Bureau of the Budget.
5. D epartm ental Officials.
6. Government Research Bureaus.
7. U. S. Chamber of Commerce.
S ta te  Governments:
1. Government Officials.
2. U. S. Bureau of the Census.
3. The Governors’ Conference.
4. N ational Association of S tate  Ac­
counting Officers.
5. Government Research Bureaus.
6. Chambers of Commerce.
7. Taxpayers’ Associations.
C ity Governments:
1. Government Officials.
2. U. S. Bureau of the Census.
3. National Association of City Ac­
counting Officers;
4. Government Research Bureaus.
5. Chambers of Commerce.
6. Taxpayers’ and Citizens’ Associa­
tions.
7. S tate  Supervising Agencies.
NATIONAL GOVERNMENT
In the National Government the 
Treasury Department, the General 
Accounting Office, and the Bureau 
of the Budget have regulatory 
powers over the financial procedure. 
The Bureau of Efficiency acts in an 
advisory capacity and has made a 
number of investigations and has 
installed a number of systems for 
various Government bureaus. The 
administrative officials of the de­
partments and bureaus cooperate 
with the central authorities in se­
curing greatest value for the Gov­
ernment’s money.
A number of research bureaus 
have been organized and supported 
by groups of citizens who were in­
terested in improving methods of 
administration. These bureaus 
make studies of Government prob-
By JOHN B. PAYNE, Certified Public 
Accountant, W ashington, D. C.
Editor’s Note—This is the second of a  
series of articles prepared by Mr. 
Payne w ith the idea of prom oting uni­
form ity  in  Government accounting and 
budget methods. This is a  project 
which will receive the support of all 
public-spirited accountants. Comments 
and suggestions on th is subject are  in ­
vited. Address the  author a t 26 Jack­
son Place N. W., W ashington, D. C.
lems and submit the results to 
Government officials. The bureaus 
have no party allegiance, they are 
interested only in securing the best 
administration at the lowest prac­
ticable cost. The following extracts 
from the prospectus of one of these 
bureaus will give some idea of the 
general purpose of such organiza­
tions:
“Creation and Purpose
“The In stitu te  fo r Government Re­
search is an organization created by men 
who believe th a t there  should be a  non­
partisan , independent institution to  con­
sider the problems of public adm inistra­
tion, and particu larly  those of the N a­
tional Government, fo r the purposes of 
m aking known the m ost scientific p rac ti­
cal principles and procedure th a t should 
obtain in the conduct of public affairs.
“General Policy of the Institu te
“The Institu te  aims to m ake of itself a 
technical staff agency, the resources of 
which are  available to  both the legisla­
tive and adm inistrative branches of the 
Government in seeking means by which 
the adm inistration of national affairs 
m ay be pu t upon a  more economical and 
efficient basis.
“To th is end, i t  seeks by the thorough­
going study and exam ination of the best 
adm inistrative practice, public and p ri­
vate, American and foreign, to form u­
la te  those principles which lie a t  the 
basis of all sound adm inistration, and to 
determ ine the ir proper adaptation to the 
specific needs of our public adm inistra­
tion.
“The accomplishment of specific re ­
form s the Institu te  recognizes to be the 
ta sk  of those who are charged w ith the 
responsibility of legislation and adm inis­
tra tion ; bu t i t  seeks to assist, by scien­
tific study and research, in laying a solid
foundation of inform ation and experience 
upon which such reform s m ay be suc­
cessfully built.
“This policy and a ttitude tow ards of­
ficers of the Government has been more 
than  justified by the results. As will be 
shown more fu lly  la te r  on, the activities 
of the  Institu te , instead of being re­
sented, have been welcomed and to  a  
constantly increasing extent its  assist­
ance has been sought by both Members 
of Congress and adm inistrative officers 
in working out m any of the im portant 
adm inistrative problems confronting 
them .”
The Chamber of Commerce of 
the United States for a number of 
years has been very effective in co­
operating with Government offici­
als in improving methods of pub­
lic administration, and in securing 
the support of the public in this 
work.
STATE GOVERNMENTS
The authority for regulating 
Government finances varies con­
siderably between the States. For 
instance, one State may have only 
an auditor and a treasurer, while 
another has a  comptroller, an audi­
tor, a treasurer, and a budget of­
ficer.
The United States Bureau of the 
Census has been encouraging uni­
form accounting and reporting 
among the States in order that it 
may more readily collect the infor­
mation used in compiling its annual 
report “Financial Statistics of 
States.” The work that the bureau 
is  doing is very important and will 
be discussed in more detail in a 
subsequent article.
The National Association of 
State Auditors, Comptrollers, and 
Treasurers are actively interested 
in securing improvement and uni­
form methods in State accounting 
and reporting. This association 
now has a  committee working on a 
plan for uniform State accounting.
Government research bureaus 
and chambers of commerce have 
been instrumental in securing 
changes in State budgets and ac­
counting systems.
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The purpose of taxpayer’s asso­
ciations is very well illustrated by 
the following statement of objects 
to be accomplished, which one as­
sociation adopted:
“To reduce taxes.
“To keep the public bonded debt within 
bounds.
“To stop w asteful and unnecessary ex­
penditure of public funds.”
Article I I I  of the articles of or­
ganization of the Governor’s Con­
ference, provides as follows:
“The functions of the Governors’ Con­
ference shall be to m eet yearly  fo r an 
exchange of views and experience on 
subjects of general importance to the 
people of the several S tates, the promo­
tion of g rea ter uniform ity in S tate legis­
lation and the atta inm ent of g rea ter 
efficiency in S tate adm inistration.”
Since financial administration is 
a  very important part of the State 
administration it would seem that 
the improvement of financial meth­
ods is a  part of the work for which 
the Governor’s Conference was or­
ganized. The governors of several 
of the States have taken an active 
part in leading the way in budget 
and accounting reform. As as mat­
ter of fact, the support of the 
executive is essential if  substantial 
improvement is to be secured.
CITY GOVERNMENTS
As in the case of the States, the 
authority for regulating the city 
finances varies widely between 
cities, except in those States which 
have State control over local finan­
ces. The United States Bureau of 
the Census is encouraging uniform 
accounting and reporting for cities 
in order to facilitate the prepara­
tion of its annual report, “Financial 
Statistics of Cities.”
The city accounting officers have 
formed the National Association of 
Comptrollers and Accounting Offi­
cers. The following extract from 
the annual proceedings gives an 
outline of the history and purpose 
of the organization:
“Through the efforts of Dr. LeGrand 
Powers, form er Chief S tatistician  of the 
Bureau of th e  Census, W ashington, D. C., 
who had charge of the census exam ina­
tion of municipal accounts and the com­
pilation of a uniform  presentation of the 
financial experience of cities throughout 
the U nited S tates, two conferences were 
called a t W ashington fo r the purpose of 
considering the subject of uniform  m u­
nicipal accounting and the principles gov­
erning the classification of the Census 
Bulletin, which was then being compiled 
fo r publication under his guidance and 
direction.
“The first of these conferences was 
held November 19 and 20, 1903, and the 
second was held on F ebruary  13 and 14, 
1906. A t the conclusion of the la tte r  
conference a  call was issued by Hon. 
Samuel B. W illiams, then Comptroller 
of the City of Rochester, N. Y., to the 
fiscal officers in attendance a t the con­
ference, and a tem porary  organization 
of the ‘N ational Association of Comp­
trollers and Accounting Officers’ was ef­
fected, pending the adoption of a  con­
stitution, and the election of officers in 
accordance therew ith. The Association 
held its first regu lar m eeting a t Chicago, 
September 26 and 27, 1906, a t  which a 
constitution was adopted and a perm a­
nent organization formed.
“The prime object of the  Association, 
as indicated by A rticle II  of its  constitu­
tion ‘shall be the consideration of im ­
proved methods of public finance and the 
extension of the movement fo r the in­
stallation of a  uniform  system  of S tate 
and Municipal Accounting and Reporting 
throughout the U nited S tates and the 
promotion of legislation tow ards these 
ends.’
“All comptrollers, auditors or other ac­
counting or fiscal officers of cities, coun­
ties and S tates are eligible to m em ber­
ship in the Association. Accountants 
who are regularly  engaged in S tate and 
Municipal Accounting are also eligible to 
membership. Membership in the  Asso­
ciation m ay also be continued by officials 
who have severed th e ir  connection with 
the public service.”
Government research bureaus, 
chambers of commerce, and tax­
payers’ and citizens’ associations 
have been very helpful in advanc­
ing the financial management of 
the cities.
Several of the States have con­
trol over local finances although the 
degree of control varies widely be­
tween States. This leads to a cer­
tain amount of uniformity for the 
cities in each State, but not to uni­
formity as between States.
WHAT THE NATIONAL GOVERN­
MENT IS  DOING
An important step taken after 
the passage of the “Budget and Ac­
counting Act, 1921,” was the issu­
ing of Bulletin No. 1 of the General 
Accounting Office dated May 11 ,
1922, which prescribes a  classifica­
tion of objects of expenditure to be 
used by all departments and estab­
lishments in recording their ex­
penditures. The data secured from 
this classification are used in cur­
rent administration and in compil­
ing the National Budget. The sum­
mary items of the classification are 
as follows:
Current Expenses
01 Personal services.
02 Supplies and m aterials:
0200 Stationery and office supplies.
0210 Medical and hospital supplies.
0220 Scientific and educational supplies. 
0230 Fuel.
0240 W earing apparel and sewing sup­
plies.
0250 Forage and other supplies for ani­
mals.
0260 Provisions.
0270 Powder, projectiles, explosives, py­
rotechnic supplies, and compo- 
ponents thereof.
0280 Sundry supplies.
0290 M aterials.
03 Subsistence and support of persons
(service).
04 Subsistence and care of animals,
and storage and care of vehicles 
(service).
05 Communication service:
0500 Telegraph service.
0510 Telephone service.
0520 O ther communication service.
06 Travel expenses.
07 T ransportation  of things (service).
08 P rin ting , engraving, lithographing,
binding, photographing, and type­
w riting  (service).
0800 P rin ting  and binding.
0810 Lithographing, engraving, and en­
grossing.
0820 Stenographic work, typew riting, 
m ultigraphing and m im eograph­
ing (job w ork).
0830 Photographing and m aking photo­
graphs and prints.
09 A dvertising and publication of no­
tices (service).
10 Furnishing heat, light, power, w a­
te r, and electricity (service).
11 Rents:
1100 Rent of buildings and structures. 
1110 O ther rents.
12 Repairs and alterations. 
13 Special and miscellaneous curren t
expenses.
Fixed Charges
20 Interest.
21 Pensions, retirem ent salaries, an ­
nuities, World W ar allowances, 
and insurance losses:
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2100 Pensions.
2110 R etirem ent pay (or salaries).
2120 Annuities.
2130 Allowances.
2140 Bonus (W orld W ar).
2150 Insurance losses.
22 G rants, subsidies, and contribu­
tions :
2200 G rants to S tates and other political 
subdivisions.
2210 Contributions.
2220 Providence funds.
2230 Gratuities.
2240 Tuition.
2250 Burial expenses.
2260 Trade subsidies and bounties.
Acquisition of P roperty
30 Equipm ent (includes live stock ):
S000 P assenger carrying vehicles.
3010 F urn itu re , furnishings, and fixtures. 
3020 Educational, scientific, and recre­
ational equipment.
3030 W ar equipment.
3040 Live stock (o ther than  th a t p u r­
chased fo r  slaughter and zoologi­
cal garden stock).
3050 O ther equipment.
31 Land and in terests in land.
32 S tructures and parts , and non-
structural im provements to land 
(includes fixed equipm ent):
3200 S tructures fo r m ilitary  defense. 
3210 O ther structures.
3220 N on-structural improvements.
33 Stores purchased fo r resale (net).
Paym ent of Debt
40 Public debt redemptions and pur­
chases:
4000 Public debt retirem ents chargeable
to ordinary receipts:
4001 Sinking fund.
4002 Purchase of bonds from  foreign re­
paym ents.
4003 Redemption of bonds and notes
from  esta te  taxes.
4004 R etirem ents from  Federal reserve
bank franchise tax  receipts.
4005 Retirem ents from  g ifts, forfeitures,
and other miscellaneous receipts.
4006 R etirem ents from  surplus revenue
receipts.
4010 Public debt retirem ents from  pub­
lic debt receipts:
4011 In terest-bearing  debt.
4012 Old debt retirem ents.
4013 National bank notes and Federal
reserve bank notes retired.
Capital Outlays F or Rights and 
Obligations
50 Investm ents (includes working cap­
ita l funds):
5000 Investm ents in securities.
5010 Loans to foreign governments. 
5020 Loans to  railroads.
5030 W orking capital funds:
5031 Capital stock of w ar emergency
corporations.
5032 Paym ents to  w orking capital funds:
5040 Investm ents of tru s t funds:
5041 Government life insurance fund.
5042 Civil service retirem ent fund.
5043 D istrict of Columbia policemen’s
and firemen’s retirem ent fund.
5044 D istrict of Columbia teachers’ re­
tirem ent fund.
5050 Seed-grain loans.
51 T reaty  obligations:
5100 Paym ents of am ounts fixed in tre a ­
ties w ith foreign nations.
5110 Paym ents of am ounts fixed in tre a ­
ties w ith Indians.
52 Repaym ents of deposits:
5200 Repaym ents of moneys deposited 
by governm ental corporations. 
5210 Outstanding liabilities.
5220 Repaym ents of deposits of personal 
funds made by soldiers, sailors, 
and m arines.
5230 Repaym ents to  Indians of proceeds 
of sales of Indian lands.
5240 Repaym ents of deposits of personal 
funds of patients.
5250 Repaym ents of deposits of pension 
moneys of patients.
5260 Repaym ents of moneys of deceased 
inm ates of National Home fo r 
Disabled Volunteer Soldiers.
5270 Repaym ent of moneys of citizens 
of the United S tates deceased 
abroad, deposited by United 
S tates consuls or by foreign na­
tions.
5280 Special and miscellaneous repay­
m ents of deposits.
53 Refunds, aw ards, and indemnities: 
5300 Refund of fines, penalties, and fo r­
feitures.
5310 Refund of taxes and duties, not 
specified.
5320 Refunds on account of adjustm ents, 
no t specified.
5330 Miscellaneous refunds, other than 
taxes or duties, not specified.
5340 Awards, not specified.
5350 Indemnities, not specified.
The General Accounting Office is 
now installing a uniform system of 
bureau accounting. The system is 
based on a plan designed by the 
accounting staff of the Institute 
for Government Research, which 
is a non-profit making organization 
interested in advancing the science 
of administration in government. 
Due to the volume of work handled 
by the accounting officers of the 
Government bureaus the system is 
designed for machine operation. 
The general ledger accounts used 
in this system are as follows:
Debit Balance Accounts
Symbol. Account.
G 1010 T reasury  Cash.
G 1020 Disbursing Officer’s Cash.
G 1040 Special Deposit Funds.
G 2005 Estim ated Receipts.
G 2010 Accounts Receivable — Sun­
dry.
G 3020 Value of Inventories.
G 4030 Value of Equipm ent in Use.
G 10000 C urrent Expenses.
G 0000 U ndistributed Expenditures
(C learing).
G 9090 Miscellaneous Receipts De­
posited.
Credit Balance Accounts
Symbol. Account.
G 5010 Accounts Payable.
G 5011 Audited Vouchers.
G 5013
G 5014 Transportation Requests and
Bills of Lading.
G 5040 Accounts Payable — Special
Deposits.
G 5090 Deferred Credits.
G 6012 Reserve fo r Depreciation.
G 7000 Investm ent in Inventories
and Equipment, P rio r
Y ears’ Appropriations.
G 8010.1 U nallotted Appropriations.
G 8010.2 Unencumbered Allotments.
G 8010.3 Unliquidated Encumbrances.
G 8010.4 Accumulated Expenditures.
G 8090 Income — Miscellaneous Re­
ceipts.
(To be continued.)
A PPENDIX
As an evidence that the certified 
public accountants are taking an 
active part in Government account­
ing and budget work the following 
list of certified public accountants 
who are with Government organi­
zations is submitted:
Certified Public Accountants in Govern­
ment Service as Shown by the Records 
of the American Society of Certified 
Public Accountants, July 16, 1926.
Manuel Agregado, C. P. A., D epart­
m ent of Insu lar Audits, Bureau of Au­
dits, Manila, P. I.
B. M. Anderson, C. P. A., California 
S tate  Corporation Commission, S ta te  
Building, San Francisco, Calif.
J. K. A rm strong, C. P. A., S tate  Bank­
ing D epartm ent, Jackson, Miss.
C lair C. Barnes, C. P. A., S tate Board 
of Control, Sacramento, Calif.
Carm an G. Blough, C. P. A., Wisconsin 
Tax Commission, Madison, Wis.
John H. Bradford, C. P. A., D irector 
of the Budget fo r the S tate of V irginia, 
P . O. Box 1422, Richmond, Va.
S. A. Brown, C. P. A., S tate  Bank Ex­
am iner, Cheyenne, Wyo.
H arry  W. Carroll, C. P. A., Comptrol­
le r of the City of Seattle, 308 29th Ave., 
Seattle, Wash.
Frederick D. Chambers, C. P. A., Au­
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ditor, Board of Education, City of New 
York, 500 P ark  Avenue, New York City.
Thomas D. Colestock, C. P. A., Audi­
to r, Commissioner of Corporations, S tate  
o f California, 123 8th Ave., San Francis­
co, Calif.
Jose Conde, C. P. A., A ssistan t Man­
ager, D epartm ent of Provincial & Mu­
nicipal Audits, Bureau of Audits, Manila, 
P . I.
W illiam P. Cosgrove, C. P. A., S tate  
B oard  of Accounts of Indiana, 305 S tate  
House, Indianapolis, Ind.
Domingo T. Dikit, C. P. A., D epart­
m ent of Provincial & Municipal Audits, 
Bureau of Audits, Manila, P. I.
Paciano Dizon, C. P. A., Deputy Audi­
to r  and Acting A uditor fo r the  Philip­
pine Islands, Manila, P . I.
H erbert Roe George, C. P. A., General 
Accountant fo r the S anitary  D istrict of 
Chicago, Rm. 700, 910 South Michigan 
Ave., Chicago, Ill.
S. Gundelfinger, C. P. A., D epartm ent 
of Insurance, 612 S tate Building, San 
Francisco, Calif.
Oliver K. Hand, C. P . A., Finance 
D epartm ent of the  City of New York, 
Municipal Building, New York City.
W illoughby D. H ardy, C. P. A., Em ­
ployed by S tate  Comptroller, Albany, 
N. Y.
Wm. L. King, City of Cleveland W ater 
Departm ent, 11504 Grey Ave., Cleveland, 
Ohio.
Robert Lawson, C. P . A., City Auditor, 
C ity of South Pasadena, 2009 Le D roit 
Drive, South Pasadena, Calif.
Wood D. Loudoun, C. P. A., Commis­
sioner of Accounts, Municipal Building, 
New York City.
H. S. McCleskey, C. P. A., In  Charge 
of S tate Accounting D epartm ent, P . O. 
Box 765, Jackson, Miss.
Duncan McInnes, C. P. A., Chief Ac­
countant of the City of New York, 605 
Municipal Building, New York City.
E dgar I. M atthews, C. P. A., A ssistant 
S tate  Auditor, P arrish , Florida.
George J . Mechling, C. P. A., S tate 
Exam iner and Inspector, S ta te  Capitol, 
Oklahoma City, Okla.
Inocencio Monillas, C. P. A., Bureau of 
Education, Manila, P. I.
Charles B. Morgan, Deputy S tate 
T reasurer, Cheyenne, Wyo.
Edward Morrice, C. P. A., S tate Board 
of Control, Sacramento, Calif.
Benjamin T. Morris, C. P. A., D epart­
m ent of Finance, Municipal Building, 
New York City.
A. L. Putnam , C. P. A., Deputy S tate 
•Auditor, Cheyenne, Wyo.
Irineo J. Reyes, C. P. A., Auditor, Pub­
lic U tility  Commission, P. O. Box 567, 
Manila, P. I.
W. J . Semple, C. P. A., Finance Di­
rector, City Hall, Cleveland, Ohio.
Sephus W. S tarr, C. P. A., Care of 
S ecretary  of S tate, Salem, Ore.
H enry Steffens, Jr ., C. P. A., Comp­
tro ller of the City of D etroit, Detroit, 
Mich.
A rth u r M. Tarm an, C. P . A., 1203 
E ast M arquette Road, S tate  Bank E x­
am iner, Chicago, Ill.
California
The annual meeting of the Cali­
fornia State Society of Certified 
Public Accountants was held on 
Saturday, June 12, 1926, at the 
Jonathan Club in Los Angeles. The 
following officers and directors 
were elected for the ensuing y ear: 
President, H. Ivor Thomas, C. P. 
A.; F irst Vice President, Norman 
L. McLaren, C. P. A .; Second Vice 
President, George M. Thompson, 
C. P. A .; Secretary-Treasurer, John 
F. Forbes, C. P. A.; Directors: C. 
P. Carruthers, C. P. A., H. J. Coop­
er, C. P. A., J. L . Pagen, C. P. A., 
George Satchell, C. P. A., A. J. 
Watson, C. P. A., and H. R. Weile, 
C. P. A., of San Francisco; E. B. 
Cassidy, C. P. A., F. F. Hahn, C. P. 
A., A. D. MacLeod, C. P .A., H. M. 
Thompson, C. P. A., and H. A. 
Wheeler, C. P. A., of Los Angeles.
After disposing of the routine 
business the San Francisco mem­
bers were luncheon guests of the 
Los Angeles members.
The California State Society of 
Certified Public Accountants has 
experienced splendid success in the 
publication of its Bulletin. The 
second number increased its circu­
lation by several thousand copies. 
The June issue, which is the third 
number, stresses the wide extent 
of the Certified Public Account­
ant’s work.
At the annual meeting of the Los 
Angeles Chapter of the California 
Society of Certified Public Account­
ants, held on May 27th, the follow­
ing officers were elected: Presi­
dent, Geo. M. Thompson, C. P. A.; 
Vice President, H arry Wm. Moore, 
C. P. A .; Secretary, E. L. Barrette,
C. P. A .; Directors, Henry M. 
Thomson. C. P. A., and I. G. Pat­
tison, C. P. A.
H arry  G. W estphaln, C. P. A., E xpert 
A ccountant fo r  City of Chicago, 501 
City Hall, Chicago, Ill.
John D. W illiams, C. P . A., D irector 
S tate  H ighway Commission, Indianapolis, 
Ind.
Indiana
The second monthly dinner of 
the Indiana Association of Certi­
fied Public Accountants was held 
at 6.00 o’clock on Saturday even­
ing, July 10, 1926, at the Indian­
apolis Athletic Club. There w as 
general discussion on “ Letter Bul­
letin” number one, “What the C. P. 
A. Certificate Means to the 
Banker.”
M issouri
The annual meeting of the Mis­
souri Society of Certified Public 
Accountants was held at the Coro­
nado Hotel, St. Louis, on June 11,
1926.
At the business session held at
10.00 a. m., the following officers 
were elected for the ensuing year: 
President, William Mayors, C. P. 
A., St. Louis; F irst  Vice President, 
J. J. Lang, C. P. A., St. Louis; Sec­
ond Vice President, E. M. Lynn, C. 
P. A., Kansas C ity ; Secretary, E. F. 
Herold, C. P. A., St. Louis; Treas­
urer, Edward Fraser, C. P. A., Kan­
sas City.
About fifty members of the State 
Society and associate members of 
the St. Louis Chapter, gathered for 
luncheon at 1.00 p. m. The after­
noon was devoted to a golf tourna­
ment, a few  non-golfers attending 
a ball game.
The annual banquet was held in 
the evening with an attendance of 
about eighty-five members, at 
which time a musical program w as 
enjoyed.
The Missouri Society of Certified 
Public Accountants stands in the 
nature of a parent society to its two 
children, the Kansas City Local 
Chapter and the St. Louis Local 
Chapter, the annual State meeting 
being held one year in Kansas City 
and the next in St. Louis. The two 
Local Chapters of the State Society
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have their own officers and look 
after local accounting matters, 
rather than State affairs. The by­
laws of the Local Chapters provide 
for the admission (as auxiliary or 
associate members) of men who do 
not hold C. P. A. or other qualifica­
tions for membership as full mem­
bers, provided they are engaged in 
the profession of public accounting. 
This provision gives the junior an 
opportunity of attending the Local 
monthly meetings throughout the 
year, the meetings being largely of 
an educational nature.
Kansas City Chapter
The Kansas City Chapter of the 
Missouri Society of Certified Pub­
lic Accountants at its annual meet­
ing held in May, elected the follow­
ing officers,: President, Eugene M. 
Lynn, C. P. A.; F irst Vice Presi­
dent, R. S. Wyler, C. P. A .; Second 
Vice President, T. C. Hansen, C. P. 
A .; Secretary, W. E. Baird, C. P. 
A .; Treasurer, F. S. Craig, C. P. A.
Pennsylvania
The Pennsylvania Institute of 
Certified Public Accountants held 
its last meeting of the 1925-1926 
season on Monday, July 19, 1926, 
at 12.30 p. m., at the Arts Club, 
Philadelphia.
Rhode Island
The Rhode Island Society of Cer­
tified Public Accountants met at 
the Narragansett Hotel in Provi­
dence on Monday, June 28, 1926.
The meeting was devoted almost 
entirely to a lengthy discussion of 
a committee report on rules of pro­
fessional conduct and as a result 
rules meeting the needs of the So­
ciety were agreed upon. A com­
plete rewriting of the constitution 
and by-laws was authorized so that 
the new rules might b e  given full 
force and effect after adoption and 
in order that other desirable 
changes might be made to meet the 
requirements of the growing or­
ganization.
Recommendation was made that 
steps be taken to bring about co­
operation between the State Bank­
ers’ Association and the Rhode Is­
land Society by means of commit­
tees representing the two organi­
zations. This matter will be fur­
ther taken up at the next meeting 
of the Society which will be in 
October.
W isconsin
The quarterly meeting of the 
Wisconsin Society of Certified Pub­
lic Accountants was held on June 
22, 1926, at the Lakeside Hotel,
Paul S. Ferguson, C. P. A., for­
merly of the New York State In­
surance Department, announces his 
association with the firm of Wal­
lace, Delany & Steves, 1328 Broad­
way, New York City, in the general 
practice of accountancy.
Urban F. von Rosen, C. P. A., an­
nounces the removal of his offices 
to 858 Hanna Building, Cleveland, 
Ohio.
The Stockton Company announce 
the dissolution of the co-partner­
ship and name Bock, Stockton & 
Thomas, on April 30, 1926, and the 
continuation of the business under 
the firm name of The Stockton 
Company, 32 West Randolph 
Street, Chicago, Illinois.
H. Winfield Wright & Company, 
Public Accountants and Auditors, 
announce the removal of their of­
fices to suite 420-22 Drexel Build­
ing, Philadelphia, Pa.
Meyer Bernstein, Attorney and 
Counselor at Law  and Certified 
Public Accountant, announces that 
he has entered upon the general 
practice of law at 292 Madison Ave­
nue, New York City.
Frank P. Stratford, C. P. A., for­
merly with the firm of Elkins & 
Durham, Richmond, Va., an­
nounces the opening of an office 
for the practice of public account­
Pewaukee Lake, with about forty- 
members and guests present.
During the day members en­
joyed golf, baseball, tennis and 
swimming. At the dinner in the 
evening “prizes” were presented 
to the champions by the Chairman 
of the Sports Committee, Carl E. 
Dietze, C. P. A. A short business 
session in the evening completed 
the day’s program. The meeting 
was such a success that the outing 
next year is already being looked 
forward to.
ing in his own name in the National 
Bank of Forest City Building, For­
est City, N. C.
William L. Yeager, C. P. A., of 
the Capital Audit Company, an­
nounces the removal of their of­
fices to suite 903-4-5 Hill Building, 
839 Seventeenth Street, Washing­
ton, D. C.
The Cannon Audit Company an­
nounce the removal of their offices 
to 1209 Law yers Title & Guarantee 
Bldg., 160 Broadway, New York 
City.
William Steinberg, C. P. A., for­
merly partner in Klein, Hinds and 
Finke, Certified Public Account­
ants, announces the opening of of­
fices at the Farm er’s Loan and 
Trust Company Building, 475 Fifth 
Avenue, New York City.
James E. Tallent, C. P. A., for­
merly partner in Klein, Hinds and 
Finke, Certified Public Account­
ants, announces the opening of of­
fices at the Farm er’s Loan and 
Trust Company Building, 475 F ifth  
Avenue, New York City.
Algernon Gillis, C. P. A., has 
joined the staff of Walter Charn- 
ley & Company, Certified Public 
Accountants, 110 Latta Arcade, 
Charlotte, N. C., where he will take 
charge of the County and Munici­
pal Department of accounting.
ANNOUNCEMENTS
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D. G. Sisterson, C. P. A., an­
nounces his withdrawal from the 
firm of Crowther & Company, Cer­
tified Public Accountants, P itts­
burgh, Pa., and the opening of of­
fices under the name of D. G. S is­
terson & Company, Certified Public 
Accountants, F irst National Bank 
Building, Pittsburgh, Pa.
Adolphus E. Graupner, formerly 
Judge of the Superior Court of Cal­
ifornia, and since its organization 
a member and chief of Division 
No. 3 of the United States Board 
of Tax Appeals, has become asso­
ciated with the firm of Weill, Wolff, 
Satterlee & Blakely, Munsey Build­
ing, Washington, D. C., and will 
specialize in practice before the 
Board of Tax Appeals and the 
United States, courts.
Morris Goodman & Company, 
Certified Public Accountants, an­
nounce the admission to partner­
ship of Mr. Harry Goodman and 
the removal of their offices to The 
Beacon Trust Building, 31 Milk 
Street, Boston, Mass.
Hopkins, S ta rr & Hopkins, of 
Chicago, and Hopkins, Starr, Hop­
kins & Hamel, of Washington, D.
C., announce that Mr. Lee I. Park 
and Mr; Benjamin H. Saunders, 
formerly special attorneys in the 
office of the Solicitor of Internal 
Revenue, have become associated 
with them in the practice of law 
and will be located in the firm’s of­
fices in the Southern Building at 
Washington, D. C.
C lassified Advertisem ents
A d v e r t i s i n g  c o p y  f o r  t h i s  p a g e  s h o u ld  
b e  r e c e i v e d  in  t h e  o ffice  o f  T H E  C E R T I ­
F I E D  P U B L I C  A C C O U N T A N T  n o t  l a t e r  
t h a n  t h e  2 5 th  d a y  o f  t h e  m o n th  p r e c e d i n g  
t h e  m o n th  o f  p u b l i c a t i o n .  R a t e s  f o r  " H e lp  
W a n t e d ”  a n d  “ S i t u a t i o n  W a n t e d , ”  $3.00 
p e r  i n c h  o r  f r a c t i o n  t h e r e o f  (7  l i n e s  to  
a n  i n c h )  f o r  o n e  i n s e r t i o n .  T h e  r a t e  
f o r  " M is c e l la n e o u s ”  is  $5.00 p e r  i n c h  f o r  
e a c h  in s e r t i o n .
CERTIFIED PUBLIC ACCOUNTANT 
of broad experience, desires perm anent 
position; age 33, six years public p rac­
tice, experienced in supervising large 
staff, thorough knowledge of income 
tax , C. P. A. of two S tates by exam i­
nation. ADDRESS BOX 136, THE 
CER TIFIED  PUBLIC ACCOUNT­
ANT.
“The Accounting Review” Now a 
Quarterly
At the annual meeting of the 
American Association of Univer­
sity Instructors in Accounting held 
in December, 1925, it was decided 
to expand the Association’s annual 
publication into a quarterly. The 
periodical is intended to serve a s  a 
medium for the publication of the 
papers and proceedings of the 
meetings of the Association, the 
results of special studies and in­
vestigations by members of the 
Association, short discussions of 
particular problems and questions 
arising in the teaching of account­
ing, and reviews of books of special 
interest to university instructors. 
There will also be, from time to 
time, articles on accounting and 
allied subjects contributed by qual­
ified persons outside the Associa­
tion.
The first number of the quarter­
ly, “The Accounting Review,” was 
issued in March, 1926. Subscrip­
tions at $5.00 a year ($1.50 a copy) 
may be obtained from the Associa­
tion’s General Office, 309 Commerce 
Building, Ohio State University, 
Columbus, Ohio.
PERSONALS
Andrew Jardine Quigley, C. P. 
A., Chicago, Illinois, read a paper 
on “Dumfriesshire” before the 
United Scottish Societies of Illinois 
in Chicago on May 27, 1926.
Pearce C. Davis, C. P. A., Seattle, 
Washington, has received an ap­
pointment from the American Ar­
bitration Association as a represen­
tative of accountants in the State 
of Washington.
Wilbur L. Cranford, C. P. A., for­
merly with Haskins & Sells, is now 
Comptroller of the Dunlop Tire & 
Rubber Corporation of America, 
Buffalo, N. Y .
R. L . Crofton, C. P. A., of Chi­
cago, Illinois, is the author of an 
article on “ Income Tax Traps for
the Unwary,” in the June 25, 1926, 
number of the LU M BER WORLD 
REVIEW .
An article on “The Professional 
Accountant in the Shoe Factory on 
a Yearly B a sis ,” by Martin Kort- 
john, C. P. A., of New York City, 
appeared in the May 1 9 ,  1926, num­
ber of AMERICAN SHOEMAK- 
ING.
Dr. Augustus S. Downing, for 
many years Assistant Commis­
sioner for Higher Education and 
Director of Professional Education 
of the State of New York, became 
Deputy Commissioner for Higher 
Education on July 1, 1926. Dr. 
Downing is a  veteran in the educa­
tional field, having served in vari­
ous capacities for more than half 
a century.
BOOK REVIEWS
A UNIFORM SYSTEM OF ACCOUNTS 
FOR RETAIL FURNITU RE DEAL­
ERS. By Howard C. Greer, C. P. A., 
Bureau of Business Research, College 
of Commerce and Journalism , Ohio 
S tate  U niversity, Columbus, Ohio. 89 
pages. Price $5.00
The author states that this bulle­
tin is  “designed to furnish the 
manager of such stores (retail fur­
niture) with a brief outline of what 
an accounting system should do for 
him, and also to supply his account­
ant with a working manual of pro­
cedure.”
The subject is handled under the 
following headings: Statements 
and Reports; Classification of Ac­
counts; Forms, Records, and Pro­
cedure ; Installment Income Tax 
Calculations; Bookkeeping En tries; 
Appendix.
The bul letin represents a contri­
bution on this subject in giving the 
fundamentals and essentials of a 
retail furniture store system of ac­
counts. It should be of special help 
to the department store manager 
and those in charge of his account­
ing department.
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“THE UNITED STATES BOARD OF 
TAX A PPEALS — PRACTICE AND 
EVIDENCE.” By Charles D. Hamel, 
Esq., of Hopkins, S tarr, Hopkins & 
Hamel, A ttorneys-at-Law, W ashing- 
on, D. C. Published by Prentice-Hall, 
Inc., New York. 255 pages.
The numerous and important 
changes made by the Revenue Act 
of 1926 with reference to the ju ris­
diction of the Board of Tax Ap­
peals and the procedure in practice 
before it, as well as the publication 
by the Board of new rules for prac­
tice and of numerous decisions on 
jurisdictional and procedural ques­
tions, make timely the issuance of 
this volume. The author is a law­
yer whose experience includes a 
long and varied practice in the Fed­
eral Courts, followed by a number 
of years of Federal departmental 
legal work which concluded with 
his service in the office of the So­
licitor of Internal Revenue. In 
1924 he was appointed a member 
and subsequently elected chairman 
of the then newly organized Board 
of Tax Appeals. In this capacity 
he both supervised and partici­
pated in the work of organizing the 
Board and promulgating its rules 
of procedure, as well as in the hear­
ing of appeals up to March 30, 1925, 
when he resigned to resume the 
private practice of law. It would 
be hard to find one whose experi­
ence more completely qualifies him 
for the writing of an exposition of 
practice and procedure before this 
Board.
Accountancy is a professional in­
fant. A lusty infant, y e s ; and this 
fact can not wisely be ignored; but 
nevertheless in its infancy when 
compared with the age and dignity 
of the legal profession. When the 
United States Board of Tax Ap­
peals restricted practice before it 
to attorneys and certified public 
accountants, it did not so much 
recognize attainment as it did open 
opportunity. Accountants availing 
themselves of this opportunity soon 
found that they were entering a 
field of which their professional 
training had told them little or 
nothing, and in which their com­
petitors or opponents were per-
fectly at home. The accountant 
found then that he could no longer 
correct errors or shortcomings in 
the record by the adjusting entries 
which serve so conveniently and ef­
fectively in a  set of accounts; and 
with pained surprise he learned 
that the certain result of a lapse 
from thoroughness and precision 
in the preparation and presentation 
of his case was dismissal or defeat. 
That there should have been pro­
tests, and that the Board should 
have been accused of being over- 
technical, was inevitable under 
such circumstances. The Board, 
through addresses made by a num­
ber of its members, both before ac­
countants’ meetings and elsewhere, 
has replied to these protests and 
charges by appealing for greater 
care in the presentation of cases so 
that the Board may have before 
it in the record material which will 
serve as an unshakable foundation 
for its decisions. It seems clear 
that if  accountants are to respond 
to this appeal, they must increase 
their knowledge of and conform 
their work to the rules of practice 
and procedure which the Board of 
Tax Appeals has accepted to gov­
ern its hearings. The book which 
is now under consideration appears 
to have been designed and cer­
tainly should serve to give com­
plete, reliable, and satisfactory in­
struction with reference to the 
handling of Federal Tax appeals.
It is  to be regretted that in the 
chapter relating to the history, 
purpose, and functions of the 
Board, no credit is given to the ac­
countants who were so active in 
the agitation which led to its cre­
ation. The Board did not, like 
Topsy, ju st grow, nor did it spring 
full-grown from the forehead of 
Jove. The earliest date mentioned 
in connection with the formation 
of the Board is 1923, whereas agi­
tation for its formation had been 
going on for two or three years 
prior to that date and accountants 
of standing and ability were among 
the agitators.
The structure of the book is 
pleasingly simple and logical. After 
the brief chapter on the history of
the Board, it discusses thoroughly 
the procedure in the Bureau of In­
ternal Revenue which precedes the 
appeal to the Board and the ju ris­
dictional and other technical ques­
tions which determine whether or 
not an appeal can be taken. Two 
chapters give a thorough state­
ment of the procedure involved in 
preparing and filing the petition 
and in preparing for and conduct­
ing the hearing. The important 
subject of evidence has two chap­
ters, and the book concludes w ith 
chapters relating to procedure a f­
ter the hearing, the effect of the 
Board’s findings and decisions, and 
a brief discussion of possible Court 
action in the event of d issatisfac­
tion with the findings of the Board. 
In the appendix the Revenue Act 
of 1926 is  printed in full and com­
pared with the Acts of 1924, 1921, 
and 1918. The appendix also con­
tains the District of Columbia code 
on evidence, the text of T. D. 3867 
which gives the rules of audit pro­
cedure and review now being fol­
lowed by the Bureau of Internal 
Revenue, the Board’s new rules of 
practice, and forms used both by 
the Board and by the Bureau.
The discussion of the procedure 
within the Bureau of Internal Rev­
enue which leads up to the appeal 
to the Board shows careful con­
sideration by the author for the 
needs of his readers. This pro­
cedure is in most particulars 
framed with a view to avoiding 
arbitrariness and undue technical­
ities, but every practitioner has 
found that it contains at several 
junctures what may constitute pit­
falls to the unwary. A careful 
study of this chapter on procedure 
leading to appeals would have pre­
vented certain disastrous errors 
which have come under this re­
viewer’s observation.
In the light of the inclusion in 
the new Revenue Act of the pro­
vision that proceedings before that 
Board shall be subject to the rules 
of evidence applicable to equity 
courts in the D istrict of Columbia, 
the two chapters dealing with the 
subject of evidence are particu­
larly important and opportune.
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They are simple and concise in 
language, but copiously annotated 
so as to facilitate a most exhaus­
tive study. The important fact is 
made very clear that evidence is 
not before the Board merely be­
cause it has been submitted to the 
Bureau, and that there must be 
presented to the Board a new state­
ment of the case which is entirely 
complete in itself. The District of 
Columbia rules of evidence and 
court cases bearing on those rules 
are treated with convincing thor­
oughness; one well informed has 
said that there is no such adequate 
collection of District cases on evi­
dence to be found elsewhere. The 
discussions of the competency, 
relevancy, and materiality of dif­
ferent classes of evidence, and of 
presumptions which may be 
claimed and judicial notice which 
may be required are clear and non­
technical.
The book is written by a lawyer, 
who doubtless thinks of the Board 
as a court instead of as a unit of 
the executive or administrative 
branch of the Government and be­
lieves that hearings before the 
Board are on all fours with trials 
before a court of equity. He has 
succeeded, however, in making 
available to the accountant those 
particular items of the lawyer’s 
equipment which the accountant 
must add to his own if he is to 
practice successfully before the 
Board. Who knows but what some 
day an accountant may be found 
able and willing to reciprocate this 
courtesy ?
F. B. ANDREWS, C. P. A.
Chicago, Ill., July 28, 1926.
IN MEMORIAM
Frederick A. Ross, C. P. A. 
(Minn., Wis., and Ohio), of New 
York City, died suddenly on Wed­
nesday, June 30, 1926.
Mr. Ross, who was a partner of 
Peat, Marwick, Mitchell & Co., had 
been with the firm since 1904.
Ewen B. Allbritten, C. P. A. 
(Ky. and Mich.), Murray, Ken­
tucky, died in May, 1926.
Mr. Allbritten was born in Mur­
ray, Kentucky, on October 19, 1898. 
He was educated in the public 
schools of Kentucky and received 
a B. C. S. from the University of 
Kentucky. He was engaged in pub­
lic accounting work in Virginia, 
West Virginia, Iowa, and South 
Dakota. During his stay in South 
Dakota he was State Representa­
tive in The American Society of 
Certified Public Accountants 
(1924). He returned to Murray, 
Kentucky, about two years ago to 
make his home.
THE MICHIGAN PLAN
(Continued from page 232.)
ment and to any student receiving 
a second assignment the sum of 
$125 per month shall be paid.
It is understood that in accept­
ing assignment to any office the 
student will conform to the rules 
of the office, which during the sea­
son of the year in question, re­
quire more or less of night work de­
pending on the demands of the par­
ticular office.
The purpose of this suggested 
arrangement is twofold. It will en­
able the student to secure some 
first-class office experience during 
the time of his regular school work. 
It will afford him some opportunity 
of deciding for himself whether 
public accounting offers a prospec­
tive line of work in which he would 
be interested. On the other hand 
it will afford the offices an oppor­
tunity of determining whether the 
students have potential accounting 
ability which will warrant offering
them regular employment on leav­
ing the University.
It is anticipated that during the 
first year probably not to exceed 
one-half of the offices will be able 
to have an assignment made to 
them. It is hoped that by the sec­
ond year each of the offices may 
have an assignment. It is not ex­
pected, if the plan should prove de­
sirable of continuance, that the 
number of selections made in years 
after it has become regularly oper­
ative would offer more than two 
assignments each year to any one 
of the offices, with the probability 
that one of the assignments would 
be for a second year and one would 
be new. It is expected that if the 
experiment should prove success­
ful, other accounting offices will be 
invited from time to time to join 
in the arrangement if they so de­
sire.
At the close of the third year of 
experimentation, a conference of 
representatives of the School of 
Business Administration and of the 
accounting offices shall be held to 
determine whether the plan shall 
be continued, and if so, what 
changes shall be made in carrying 
it out.
VISITORS IN WASHINGTON
(From June 28, 1926, to July 30, 1926.)
Chas. W. Saussy, Savannah, Ga.
A. C. Upleger, Waco, Texas.
Joseph G. Eichenbaum, New York City. 
Joseph L. Jonick, New York City. 
Geo. M. Blandford, Boston, Mass. 
Jesse L. Cramer, Parkersburg, W. Va. 
J. W. Boyle, St. Louis, Mo.
Louis F. Tanner, Morgantown, W. Va. 
Wm. A. Gillespie, Baltimore, Md. 
Edw. S. Elliott, Memphis, Tenn.
John W. Turner, Cleveland, Ohio.
S. A. Blustein, Charleston, W. Va. 
Geo. N. Spring, Atlanta, Ga.
Gordon E. Townsend, Battle Creek, 
Mich.
Ellsworth L. Fulk, Lincoln, Nebr. 
Frank Wilbur Main, Pittsburgh, Pa. 
Forrest E. Ferguson, Binghamton, N. Y. 
Victor Markwalter, Augusta, Ga. 
Chester M. Foss, Portland, Me. 
Prentice L. Meadows, Atlanta, Ga.
L. L. Davis, Atlanta, Ga.
Frank A. McCoy, Topeka, Kans.
W. A. Coy, Cleveland, Ohio.
Parry J. Barnes, Kansas City, Mo.
HOTEL LAFAYETTE
Sixteenth and I  Streets 
Washington, D. C.
CENTRALLY LOCATED
Within three blocks of Treasury 
Department
A Complete Tax Library 
Available for use of guests.
Write or Wire for Reservations.
MODERATE RATES
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For Those 
With European Interests
In  response to the  increasing dem and of 
A m erican business men for Am erican A p­
p ra isa l Service th ro u g h o u t E urope , T he 
American Appraisal Company has opened 
an office in Berlin. ___
The address is N um ber 56 U nter den Linden; 
the representative in charge, M r. L. W. Just, 
for years a m em ber of the staffs of The A m eri­
can Appraisal Company and The Canadian 
Appraisal Company Ltd.
Inquiries regarding appraisal and property 
analysis service or industrial conditions in 
G erm any and elsewhere on the Continent 
may be directed to Berlin or to any of our 
twenty-two offices in this country.
The American Appraisal Co.
M I L W A U K E E
P U B L I C  U T I L I T I E S  • I N D U S T R I A L S  •* R E A L  E S T A T E  P R O P E R T I E S  • N A T U R A L  R E S O U R C E S
A NATIONAL ORGANIZATION
W H E N  A N S W E R I N G  A D V E R T I S E M E N T S  M E N T I O N  T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
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APPLICATION FORM
T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T  August,
The American Society of Certified Public Accountants welcomes into 
its membership all C. P. A’s in good standing. (The form of application 
given below may be detached or a copy may be made from it.)
TH E A M ER IC A N  SO C IE T Y  O F 
C e r t if ie d  P u b l i c  A c c o u n t a n t s
W o o d w a r d  b u il d i n g  
WASHINGTON, D. C .
No. ........... .........
Recorded
Date
I  hereby submit my application for enrollment as a member of The 
American Society of Certified Public Accountants, the organization effected 
at a meeting held at Chicago, December 12, 1921, which organization 
is composed only of those holding C. P. A. certificates granted by States 
and whose object is to protect said certificates against unfavorable influ­
ences of any kind. I  agree to abide by the Constitution and By-Laws of 
this Society. *Ten dollars ($10.00) is enclosed, which is for mem­
bership fee. Dues for the remainder of the fiscal year (Ending August 31) 
at the rate of $15.00 per annum will be remitted upon receipt of bill 
from the Society. It is understood that the dues will cover a subscription 
to “THE C E R T IF IE D  PU BLIC  ACCOUNTANT,” at two dollars ($2.00) 
per annum.
*Members in goad standing in a S tate Society are not required to rem it th is  fee.
Name
(Print name as it should appear on Membership Certificate.)
Firm N am e................................................. .........................................................
Street address .... .................. .......... ................ ................................................
City _____ _________________ ___ ........ ........... State ...........................
CERTIFICATE DATA AND STATE SOCIETY AFFILIATIONS
Date of original certificate ........... ......... ....... No..................... S t a t e _____
Subsequent certificates fro m ...........................................................................
Member of State So ciety ........... ................................... ................... ...... —
Signature.......... ........... .......................................
C O N S T IT U T IO N
A r t i c l e  I I  
T h e  o b je c t s  o f  t h i s  S o c ie ty  s h a l l  b e  
( a )  to  p r o t e c t  a n d  f o s t e r  t h e  c e r t i f i ­
c a t e  o f  C e r t i f ie d  P u b l i c  A c c o u n t a n t  a s  
g r a n t e d  b y  t h e  S t a t e s ,  o t h e r  p o l i t i c a l  
s u b d iv i s i o n s  a n d  t h e  p o s s e s i o n s  o f  t h e  
U n i t e d  S t a t e s  o f  A m e r ic a ,  a l l  o f  w h ic h  
h e r e i n a f t e r  s h a l l  b e  d e n o m in a t e d  a s  
S t a t e s ;  ( b )  to  a s s i s t  g o v e r n m e n t  a u ­
t h o r i t i e s  in  r e g u l a t i n g  t h e  p u b l i c  p r a c ­
t i c e  o f  a c c o u n t i n g  to  t h e  e n d  t h a t  i t  
m a y  b e c o m e  a  l e g a l i z e d  p r o f e s s i o n ;  ( c )  
to  im p r o v e  t h e  s t a n d a r d s  o f  t h e  a c ­
c o u n t i n g  p r o f e s s i o n ;  a n d  ( d )  to  e n c o u r ­
a g e  a n d  p r o m o t e  a f f i l i a t i o n  w i t h  t h i s  
S o c ie ty  b y  o r g a n i z a t i o n s  o f  c e r t i f i e d  
p u b l i c  a c c o u n t a n t s  in  t h e  s e v e r a l  
S t a t e s ,  a l l  o f  w h ic h  h e r e i n a f t e r  s h a l l  
b e  d e n o m in a t e d  a s  S t a t e  o r g a n i z a t i o n s .
A r t i c l e  I I I  
M e m b e r s h ip  in  t h i s  S o c ie ty  s h a l l  b e  
r e s t r i c t e d  to  c e r t i f i e d  p u b l i c  a c c o u n t ­
a n t s  w h o  h o ld  v a l i d  c e r t i f i c a t e s  a s  s u c h  
g r a n t e d  b y  t h e  S t a t e s .  A n y  s u c h  c e r ­
t i f i e d  p u b l i c  a c c o u n t a n t  m a y  b e  a d m i t ­
t e d  to  m e m b e r s h ip  in  t h i s  S o c ie ty ,  p r o ­
v id e d  h i s  a p p l i c a t i o n  i s  s u p p o r t e d  b y  
e v id e n c e  s a t i s f a c t o r y  to  i t s  B o a r d  o f  
D i r e c to r s .
A r t i c l e  IV  
A  m e m b e r  o f  t h i s  S o c ie ty  s h a l l  b e  
e n t i t l e d  to  r e c e i v e  a  c e r t i f i c a t e  o f  
m e m b e r s h ip ,  p r o v id e d  h e  f i r s t  a g r e e s  
in  w r i t i n g  t o  s u r r e n d e r  t h e  c e r t i f i c a t e  
t o  t h e  S o c ie ty  in  t h e  e v e n t  o f  h i s  w i t h ­
d r a w a l  f r o m  m e m b e r s h ip  o r  t h e  t e r ­
m i n a t i o n  o f  h i s  m e m b e r s h ip  t h r o u g h  
a n y  c a u s e  o t h e r  t h a n  d e a t h .
B Y -L A W S
10. F e e s .
T h e  f e e  f o r  a d m is s io n  to  m e m b e r ­
s h ip  in  t h i s  S o c ie ty  s h a l l  b e  t e n  d o l l a r s  
($ 1 0 ) a n d  i t  s h a l l  b e  r e m i t t e d  w i t h  
t h e  a p p l i c a t i o n  f o r  m e m b e r s h ip ,  e x ­
c e p t i n g  t h a t  i t  s h a l l  n o t  b e  r e q u i r e d  
f r o m  a n  a p p l i c a n t  w h o  s u b m i t s  s a t i s ­
f a c t o r y  e v id e n c e  t h a t  h e  is  a  m e m b e r  
in  g o o d  s t a n d i n g  o f  a  S t a t e  o r g a n i ­
z a t io n .
11. D u e s .
T h e  a n n u a l  d u e s  o f  m e m b e r s  s h a l l  
b e  f i f t e e n  d o l l a r s  ($ 1 5 ) a n d  s h a l l  b e  
p a y a b l e  in  t h e  m o n th  o f  S e p te m b e r ,  
e x c e p t i n g  t h a t  t h e  a m o u n t  o f  d u e s  t o  
b e  p a i d  b y  a  m e m b e r  f o r  t h e  f i r s t  f i s ­
c a l  y e a r  o f  h i s  m e m b e r s h ip  s h a l l  b e  
t h a t  p a r t  o f  f i f t e e n  d o l l a r s  w h ic h  r e p ­
r e s e n t s  t h e  u n e x p i r e d  p o r t i o n  th e r e o f ,  
i n c l u d i n g  t h e  m o n t h  in  w h i c h  t h e  
a p p l i c a n t  i s  a d m i t t e d  to  m e m b e r s h ip .  
T h e s e  d u e s  in c lu d e  a n  a m o u n t  a t  t h e  
r a t e  o f  t w o  d o l l a r s  ($ 2 )  p e r  a n n u m  
to  c o v e r  a  s u b s c r i p t i o n  to  t h e  o ff ic ia l  
o r g a n  o r  t h e  S o c ie ty — T H E  C E R T I ­
F I E D  P U B L I C  A C C O U N T A N T .
I f  a  m e m b e r  s o  d e s i r e s  h e  s h a l l  h a v e  
t h e  p r i v i l e g e  o f  p a y i n g  h i s  a n n u a l  
d u e s  in  s e m i - a n n u a l  i n s t a l l m e n t s ;  o n e -  
h a l f  in  t h e  m o n th  o f  S e p te m b e r  a n d  
o n e - h a l f  in  t h e  m o n t h  o f  M a r c h  n e x t  
f o l l o w i n g .  I f  a  n e w  m e m b e r  so  d e ­
s i r e s  h e  s h a l l  h a v e  t h e  p r i v i l e g e  o f  
l i k e  s e m i - a n n u a l  i n s t a l l m e n t s  a n d  o f  
p a y i n g  f o r  t h e  f i r s t  h a l f  o f  t h e  f is c a l  
y e a r  t h a t  p a r t  o f  s e v e n  d o l l a r s  a n d  f i f ty  
c e n t s  ($ 7 .5 0 ) w h ic h  r e p r e s e n t s  t h e  
u n e x p i r e d  p o r t i o n  t h e r e o f ,  i n c l u d i n g  
t h e  m o n t h  in  w h ic h  t h e  a p p l i c a n t  i s  
a d m i t t e d  to  m e m b e r s h ip .
T h e  s e c r e t a r y  s h a l l  m a i l  to  e v e r y  
m e m b e r ,  in  t h e  m o n t h  o f  A u g u s t ,  a  
n o t i c e  o f  t h e  a m o u n t  o f  d u e s  w h ic h  
s h a l l  b e  p a id  in  t h e  n e x t  s u c c e e d i n g  
m o n th .  I f  a  m e m b e r  r e m i t s  o n ly  o n e -  
h a l f  o f  t h e  a n n u a l  d u e s  a  n o t i c e  o f  t h e  
s e c o n d  h a l f  o f  s a id  d u e s  s h a l l  b e  
m a i l e d  to  h im  b y  t h e  s e c r e t a r y  in  t h e  
m o n t h  o f  F e b r u a r y  n e x t  f o l l o w in g .  
I f  t h e  s e c r e t a r y  d o e s  n o t  r e c e i v e  t h e  
d u e s  o f  a  m e m b e r  in  t h e  m o n th  in  
w h ic h  t h e y  a r e  p a y a b l e  h e  s h a l l  m a i l  
t o  t h e  m e m b e r  a  n o t i c e  o f  d e l in q u e n c y  
w i t h i n  t e n  (1 0 )  d a y s  a f t e r  t h e  e n d  o f  
s u c h  m o n th .  I f  a  m e m b e r 's  d u e s  r e ­
m a in  u n p a id  a t  t h e  e n d  o f  tw o  m o n th s  
s u c c e e d i n g  t h e  m o n th  in  w h ic h  t h e y  
 w e r e  p a y a b l e ,  t h e  s e c r e t a r y  s h a l l  m a k e  
 a  r e p o r t  o f  s u c h  d e l in q u e n c y  t o  t h e  
 B o a r d  o f  D i r e c to r s .
STANDARD APPRAISALS
Recognized Authority on Valuation 
Problems
Experts in All Lines
Standard Appraisal Company
90 John Street, New York
Branches, A ll Principal Cities
FEDERAL
INCOME TAX INDEX
The tax service that is easy to use— as easy 
as a dictionary— yet complete, embracing all 
authorities.
A permanent volume for past decisions, re­
quiring no renewal; a single supplement for 
current service.
Ask For Descriptive Circular
INCOME TAX INDEX SERVICE, Inc. 
9-15 CLINTON STREET 
NEWARK, NEW JERSEY
BOUND VOLUMES
OF
THE CERTIFIED 
PUBLIC ACCOUNTANT
WITH COMPLETE INDEX
No. 2— Year 1923 ............................. ..$5
No. 3— Year 1924 .......................... ..$5
No. 4— January to June, 1925 . .........$3
No. 5— July to December, 1925.............$3
THE CERTIFIED 
PUBLIC ACCOUNTANT
736 Woodward Building Washington, D. C.
Business and professional men find here the acme of luxury and 
comfort. Being in close proximity to Governmental Departments, the 
Mayflower is ideally located for the man whose business brings him to 
the National Capital.
WASHINGTON’S FINEST HOTEL 
and yet—
Rates no higher than at 
less luxurious hotels
Over 1000 beautifully furnished rooms, all having outside exposure 
and private baths. The Mayflower offers every convenience for travelers, 
and a pleasant memory for departing guests.
Connecticut Avenue —  Between The White House and Dupont Circle
W H E N  A N S W E R IN G  AD VER TISEM ENTS M E N T IO N  T H E  C E R T IF IE D  PU B L IC  ACCOUNTANT
S u p e r b l y
Appointed
Centrally
Lo c a t e d
O f f ic e
H o m e
Delivered in USA. 
Easy terms if  desired
C O U N T E R
D e s k
Portable Adding Machine
In this new Burroughs, 
portability and low price 
are combined with Bur­
roughs quality, depend­
ability and accuracy.
Big business is using this 
machine on individual desks 
in various departments.
The small retailer is using it 
on his counter and in his
office.
Professional men, secretaries 
of organizations and others 
find it indispensable in their
offices and homes for busi­
ness and personal accounts.
The Burroughs Portable  
adds up to $1,000,000.00; 
has standard visible key­
board and one-hand con­
trol. It prints ciphers and 
punctuation automatically. 
It requires little more space 
than a letterhead.
The price is only $100—$10 
down, with the balance in 
convenient m onthly pay­
ments. Mail the coupon  
today.
Mail This 
Coupon Today
BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH.
Burroughs AddingM achine Co. 
6553 Second B oulevard , 
D etroit, M ichigan.
I would like to have a dem ­
onstration of the Burroughs 
Portable A dding M achine.
Name._.___________________
Street------------------------------------
C ity --------------------------------------
W H E N  A N S W E R IN G  A D V E R T IS E M E N T S  M E N T IO N  T H E  C E R T IF IE D  P U B L IC  A C C O U N T A N T
Burroughs
$100
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VOLUME VI 
NUMBER 9
Fire is the test of gold; 
adversity of strong men.
—Seneca
DEVOTED TO THE INTERESTS OF THE C. P. A., HIS CLIENT, AND THE PUBLIC WELFARE
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STATE REPRESENTATIVES
President: 
H a r r y  S . Lu n s fo r d , C. P . A .
1003 P io n e e r  T r u s t B u ild in g , K a n s a s  
Ci ty , M o.
Vice Presidents:  
C h a r le s  H e c h t , C. P . A . 
J o h n s-M a n v i l l e  B u ild in g , 292  M a d iso n  
A v e n u e , N e w  Y o r k  C ity .
E d w in  L . P ri d e , C . P . A .
40  C e n tr a l S tr e e t , B o s to n , M a ss.
A . L ee  R a w lin g s , C . P . A .
445-4 5 5  L a w  B u i ld in g ,  N o r f o lk ,  V a .
H arr y  B . S c o t t , C . P . A .
F a r m e r s  B a n k  B u ild in g , P i t t s b u r g h ,  P a .
H . I v o r  T h o m a s , C.  P . A .
220 A . G. B a r tle tt  B u ild in g , L o s  
A n g e le s , C a li f .
S e c r e ta r y :
W . L . H a r r is o n , C. P . A .
736  W o o d w a r d  B u ild i ng , W a s h in g to n , D . C.
T rea su r er :
J a m e s  A . C o u n c illo r , C.  P . A .
4260  W ood w a r d  B u ild in g , W a s h in g t o n ,  D . C .
OFFICERS
DIRECTORS
F irst  D istrict—
Irv ille  A . M ay, C. P . A ., 129 Church 
S treet, N ew  Haven, Conn.
Second D istr ict—
Hom er A . Dunn, C. P . A., 35 W est S ix ty - 
fou rth  S treet, New York C ity .
J . S. M. Goodloe, C. P . A ., 165 Broadw ay, 
New York C ity.
Third  D istrict—
CL CL C roggon, C. P . A ., 1243 C alvert 
Build in g , B altim ore, Md.
Fourth  D istrict—
Thom as H . Evan s, C. P . A ., D im e Bank 
B u ild in g, D etroit, M ich.
F ifth  D istr ict—
D avid H im m elblau, C. P . A ., 70 W est 
M onroe S treet, Ch icago, I ll.
S ixth  D istrict—
W . C. J a ck so n , C. P . A ., 1423 A tla n ta  
T r u st Co. B u ild in g , A tla n ta , G a.
Seventh D istrict—
Ca rl E . Dietze, C. P . A ., 209 Grand A ve­
nue, M ilw aukee, W is.
E ig h th  D istr ict—
Parry  J . B arnes, C. P . A ., 1003 P ioneer 
T rus t  B u ild in g, K ansas C ity, Mo.
N in th  D is tr ic t—
George K . Ed ler, C. P . A ., R eno N ational 
B ank Bu ild in g , R eno, N ev.
T enth D istrict—
J. W . R obinson, C. P . A ., 1114 N orth  
Seventh S treet, B oise, Idaho.
AUDITORS
W m . M cK . E v a n s, C. P . A ., T im es D isp a tch  
B u ild in g , R ich m ond , V a.
G u y M. S co tt, C. P . A ., S ta te  a n d  C ity  B a n k  
B u ild in g , R ich m on d , V a.
J . M . C u lb reth , C. P . A ., A m eric a n  N a tio n a l 
B a n k  B u ild in g , R ich m on d , V a.
A lab am a— O tto  H . S ch u ltz , C. P . A ., A m eri­
ca n  T r u st B u ild in g , B irm in g h a m , A la .
Ari z on a — J a m es M. L a w to n , C. P . A ., B ox  
597, T uc s on , A riz .
A rk a n sa s— N o e le c tio n .
C a lifo rn ia —R . W . E . C o le, C . P . A ., 817 
I. N . V an  N u y s B u ild in g , L o s A n g e le s , 
C a lif. W illia m  D o lg e , C . P . A ., 369 P in e  
S tr e e t, S an  F ra n c is co , C a lif.
C olorad o— L o u is C. L in ck , C . P . A ., 601 
U . S. N a tio n a l B a n k  B u ild in g , D en ver, 
C olo.
Connec t i cu t — I r v ille  A . M ay, C. P . A ., 129 
C h u rch  S tr e e t, N ew  H a v en , C onn.
D ela w a re— A lfr e d  H . C oe, C. P . A ., D u P o n t 
B u ild in g , W ilm in g to n , D e l.
D is tr ic t  o f  C oln m b la— J a m es A . C ou n cilor, 
CL P . A ., 426 W ood w ard  B u ild in g , W ash ­
in g to n , D . C.
F lo r id a — W a lte r  M u ck low , C. P . A ., 420 
P e n in su la r  C a su a lty  B u i ld in g , J a c k so n ­
v ille , F la .
Geo rg ia —W . C. J a ck so n , C. P . A ., 1423 
A tla n ta  T ru st C om pany B u ild in g , A t­
la n ta , G a.
H a w a ii— E d w ard  V . W rig h t, C. P . A ., 
W ai ty  B u ild in g , H o n o lu lu .
Id a h o  J erem ia h  W . R o b in so n , C . P . A ., 
1114 N . S ev en th  S tr e e t, B o ise , Id ah o .
I llin o is — G eo rg e P . E llis , C. P . A ., 30 N o rth  
La  S a lle  S tr e e t, C h ica g o , I ll . D avid  
H im m elb la u , C. P . A ., 70 W est M onroe 
S tr e e t, C hic a g o , I l l .  G eo rg e  W . R o sse t-
te r . C. P . A ., H a rr is T r u s t  B u ild in g , 
C h ica g o , I ll.
In d ia n a — H . A . R o n ey , C . P . A ., 810 S ta te  
L ife  B u ild in g , In d ia n a p o lis, In d .
Io w a —A . H . H am m arstrom , C. P . A ., 208-9 
W esto n  B u ild in g , C lin to n , Io w a .
K an sa s  C h a r le s A . S m ith , C. P . A ., 316 
W h eeler , K e lly , H a g n y  B u ild in g , W ich ­
ita , K an s.
K en tu c k y —W illia m  C otton , C. P . A ., 1428 
In ter -S o u th ern  B u ild in g , L o u isv ille , K y.
L o u isia n a —R . J . L eG ardeur, C. P . A ., 603-7  
Ca ro n d e le t B u ild in g , N ew  O rlea n s, L a.
M aine— G eo rg e M. G raffam , C. P . A ., 415 
C o n g ress S tr e e t, P o rtla n d , M e.
M arylan d —C h a rles C. C ro g g o n , C. P . A ., 
C a lv er t B u ild in g , B a ltim o r e , M d.
M assach u s e t t s — H . C. B e n tle y , C . P . A ., 921 
B o y ls to n  S tr e e t, B o sto n , M ass. H erb ert 
F . F ren ch , C.  P . A. , 100 Sum m er S tr ee t, 
B o sto n , M as s . D a n ie l B . L e w is, C. P . A ., 
P a rk  S q u are B u ild in g , B o sto n , M as s . 
E d w in  L . P rid e , C. P . A ., 40 C en tra l 
S tr e e t, B o sto n , M ass.
M ich igan — T h om as H . E v a n s, C. P . A ., 
D im e B a n k  B u ild in g , D e tr o it, M ich. 
F red er ic  A . T ilto n , C. P . A ., 1630 F ir s t  
N a tio n a l B a n k  B u ild in g , D e tr o it, M ich.
M in n eso ta —A . F . W a g n er, C. P . A ., 532 
S e c u r ity  B u ild in g , M in n ea p o lis, M inn.
M ississ ip p i—N elso n  E . T a y lo r , C. P . A . 
218 E a s t  J e ffe rso n , G reen w ood , M is s .
M isso u ri—P a rry  J . B a r n e s, C. P . A ., 1003 
P io n e e r  T r u st B u ild in g . K a n sa s C ity , M o.
M ont a n a — E . E.. M urray, C. P . A ., N orth ern  
H o te l B u ild in g , B i l l in g s , M ont.
N eb ra sk a — W illia m  B ryd en , C. P . A ., 633 
S e c u r itie s  B u ild in g , O m aha, N ebr.
N evad a— G eorge K . E d le r , C. P . A ., R en o  
N a tio n a l B a n k  B u ild in g , R en o, N ev.
N ew  H a m p sh ire—C la ren ce L D ra y to n , C. 
P . A ., 922 E lm  S tr e e t, M an ch ester , N . H .
N ew  J e r se y — F ra n k  G. D u B o is, C. P . A .,
1728 F e d e r a l  T r u s t  B ld g .,  N e w a r k ,  N. J .
N ew  Y ork — A lex a n d er  S . B a n k s, C. P . A .,
7 D ey  S tr e e t, N ew  Yo rk  C ity . H om er A . 
D u n n , C . P . A , 35 W est S ix ty -fo u r th  
S tr e e t, N ew  Y o rk  C ity . P a u l-J o se p h  
E sq u erre , C. P . A ., 20 V e se y  S tr e e t, N ew  
Y ork  C ity . J . S . M. G ood loe, C. P . A ., 
165 B ro a d w a y , N ew  Y ork  C ity . H aro ld  
D u d ley  G reeley , C. P . A ., 25 W est F o r ty -  
th ird  S tr e e t, N ew  Y ork  C ity . C h a rles  
H ech t, C. P . A .. 292 M ad ison  A v en u e, 
N ew  York  C ity . W illia m  M. L ybrand .
C. P . A ., 110 W illia m  S tr e e t, N ew  Y ork  
C ity . Jo h n  T . M adden, C . P . A ., 32 
W a v er ly  P la c e , N ew  Y o rk  C ity . R ob ert
H . M on tgom ery , C. P . A., 110 W illia m  
S tr e e t, N ew  Y ork  C ity .
N ew  M exico—C . C  B o ld t, C. P . A ., L os  
L u n as, N . M ex.
N o rth  C a ro lin a — F red er ick  M oore, C. P .
A ., 10 V a il A v en u e, C h a rlo tte , N . C.
N orth  D a k o ta — J . A . C u ll, C. P . A ., 44 E d ­
w a rd s B u ild in g , F a r g o , N . D ak .
O h io—W a lte r  D . W a ll, CL P . A ., 44 W est 
G ay S tr e e t, C olu m b u s, O hio. P h ilip  a. 
W ard , C. P . A ., H a n n a  B u ild in g , C lev e­
la n d , O hio.
O k la h o m a — B u r n e y  R . C la c k ,  C. P .  A ., 805 
C o s d e n  B u i ld in g ,  T u l s a ,  O k la .
O regon — B . M. W ilso n , C. P . A ., L ib er ty  
B u ild in g , M edford , O reg .
P e n n sy lv a n ia — W . W . C o lled g e , C. P . A ., 
F a rm ers B a n k  B u ild in g , P ittsb u r g h , P a . 
H o ra ce P . G riffith , C. P . A ., F ra n k lin  
T r u st B u ild in g , P h ila d e lp h ia , P a . I. C. 
S n yd er, C. P . A ., F a rm ers B a n k  B u ild ­
in g , P ittsb u r g h , P a .
R h od e Is la n d — S . G eo rg e H a y , C. P . A ., 
H o sp ita l T r u st B u ild in g , P ro v id en ce . 
R . I.
S ou th  C a ro lin a — O. P . B o u rk e , C. P . A ., 
L ib e r ty  B u ild in g , C o lu m b ia , S. C.
S ou th  D a k o ta — G eo rg e A . A n d erson , C. P.
A ., A b erd een , S . D ak .
T e n n essee— E d w ard  S . E llio tt , C. P . A ., 
B a n k  o f  C om m erce B u ild in g , M em phis, 
T en n .
T e x a s— A . C. U p leg er , C. P . A ., W aco, 
T ex .
U ta h — W . E . N isse n , C. P . A ., 1565 W a lk er  
B a n k  B u ild in g , S a lt L a k e  C ity , U tah
V erm on t— O rris H . P a rk e r, C. P . A. , 16 
S ta te  S tr e e t, M o n tp e lier, V t.
V ir g in ia — A . M. P u lle n , C. P . A ., 1103- 6 
S ta te  an d  C ity  B a n k  B u ild in g , R ich -  
m ond, V a.
W a sh in g to n — A . S . H a n sen , C. P . A ., L ea ry  
B u ild in g , S e a ttle , W ash .
W est V ir g in ia — O k ey  K . H a y slip , C. P . A., 
P . O. B o x  642, H u n tin g to n , W . V a.
W isc o n sin — C arl E  D ie tz e , C . P . A ., 200 
G rand A v en u e, M ilw a u k ee, W is.
W y o m in g  C h a rles H . R eim e r th , C. P.
401 O. & S. B u ild in g , C asp er, W yo.
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7.00 A. M.—Begin Registration.
10.00 A. M.—M eeting of Board of Di­
rectors.
11.30 A. M.—Trapshooting Tournam ent 
a t M anor Club.
1.30 P. M.— Golf Tournam ent a t Con­
gressional Country Club.
7.30 P. M.—T heatre Parties.
8.00 P. M.—Annual Meeting of S tate
R epresentatives a t W ard­
m an P ark  Hotel.
THURSDAY, SEPTEM BER 23
7.00 A. M.—R egistration Continued.
9.00 A. M.— Sightseeing or Shopping
fo r V isiting Ladies.
10.00 A. M.—Convention in Session.
Invocation — Dr. Jam es 
Shera Montgomery.
Address of Welcome—Hon. 
Frederick N. Zihlman.
Response—President H arry
E. Lunsford.
President’s Annual Report. 
Secretary’s Annual Report. 
T reasurer’s Annual Report.
1.00 P. M.—Luncheon a t Congressional
Country Club as Guests of 
D istrict of Columbia In sti­
tu te  of Certified Public Ac­
countants.
4.00 P. M.— Field Meet a t W ardman
P ark  Hotel.
O ther speakers to
7.00 P. M.— Dinner Dance.
Special Entertainm ent F ea­
tures.
11.00 P. M.— S tag P arty  a t W ardm an
P ark  Hotel.
FRIDAY, SEPTEM BER 24
9.00 A. M.— Sightseeing or Shopping
fo r V isiting Ladies.
10.00 A. M.—Convention in Session.
Address—Hon. Chester I. 
Long, P as t P resident A m er­
ican B ar Association. 
Committee Reports.
12.00 Noon—Adjourn fo r Luncheon.
1.00 P. M.—Incoming Board of Directors
Meeting.
1.30 P. M.—Convention in Session.
2.00 P. M.—Address—Judge Moses H.
Grossman, Vice P resident 
of the A rbitration  Society 
of America.
Committee Reports. 
Discussion.
3.00 P. M.— Bridge and Tea fo r Ladies
a t W ardm an P ark  Hotel.
5.00 P. M.—Convention Adjournment.
7.00 P. M.—Annual Banquet.
Presentation of Cups and 
Medals.
Address — “ Inheritance 
Tax,” Roe Fulkerson. 
Specialties.
10.00 P. M.— Dancing.
SATURDAY, SEPTEM BER 25
10.00 A. M.—Adjourned Meeting of New
Board of Directors (if 
necessary). 
be announced later.
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THE OTHER SIDE OF THE STREET
T HE parable of the Good Sam aritan is perhaps, with one exception, the greatest of all parables. 
I t has transform ed a term  of derision to one of com­
pliment and praise. To be a “Good Samaritan” is a 
compliment of the highest order and yet we should 
not be too hard on the Levite and the priest who 
passed by on the other side; we, ourselves, would 
probably have done likewise. The day was fa r  spent, 
the road was a long and lonely one. To have tarried 
m ight well draw a similar attack from the same 
robbers. Again, the man who stayed back might 
have been accused of having committed the crime. 
Besides, the man who had been robbed was only an 
ordinary sort of fellow and was beaten so badly th a t 
he probably would die anyway. The Samaritan, him­
self, had an even more valid reason for passing by— 
for was not there great enmity between the races?
A famous divine has said that the great sins of our 
civilization are not the sins of murder, of theft, of 
adultery, and of the other violations of the Ten Com­
mandments, but the sins of omission. The Great 
Teacher in His scathing denunciation of the scribes 
and pharisees named only one crime that would ordi­
narily be subject to the law.
This editorial is written not for the older members 
of the profession, but is addressed to the younger 
members and particularly to those who have but re­
cently obtained their certificates of Certified Public 
Accountant. It  is not necessary to issue a warning 
not to violate the criminal statutes. Not one certified 
public accountant out of one thousand is ever called 
to court to answer for a violation of the criminal code. 
Whatever injury or harm you do to your profession 
will be through sins of omission, through the passing 
by on the other side of the street.
You are called upon to join one of the national 
societies, also your state society. You have many 
good reasons for not joining. In the first place, your 
income is small and you may well say that when it is 
large you will do your share. Your time is also limited 
and you believe should be devoted to the upbuilding
of your personal practice—when you have a big prac­
tice you will take part. You may not like the officers 
of the national societies or the officers of the state 
societies—if  they had good men at the head you would 
be glad to be associated with said societies. Finally, 
you do not like the way the various societies conduct 
their affairs—if they were live and up-to-date it would 
be an honor to be associated with them. Other rea­
sons will occur to you for passing by on the other 
side.
It is a  startling fact that in every organization, in 
every church, and in every Chamber of Commerce or 
other civic body that those who take active part in­
variably commenced when they were at least com­
paratively young. The older members of our profes­
sion are, in a large measure, too set to be changed. 
What you are going to do you must do quickly and 
when the opportunity affords, otherwise time will fly 
by and you will substitute alibis for actions.
FRANK W ILBU R MAIN.
DIRECTORS ELECTED FOR FISCAL 
YEAR FROM SEPTEMBER 1, 
1926, TO AUGUST 31, 1927
T HE annual election of Directors for the ten dis­tricts of the Society took place, by mail, during
August. The ballot closed on the 31st with the
following resu lt:
F irst  District—S. George Hay, C. P. A., Hospital 
Trust Building, Providence, R. I.
Second District—
Homer A. Dunn, C. P. A., 35 West 64th Street, 
New York City.
John T. Madden, C. P. A., 32 Waverly Place, New 
York City.
Third District—James A. Councilor, C. P. A., Wood­
ward Building, Washington, D. C.
Fourth District—William A. Hifner, Jr., C. P. A., 
205 City Bank Building, Lexington, Ky.
Fifth  District—H. A. Roney, C. P. A., 819 State L ife  
Bldg., Indianapolis, Indiana.
Sixth  District—D. H. McCollough, C. P. A., 1201 
Johnston Building, Charlotte, N. C.
Seventh District—A. H. Hammarstrom, C. P. A., 208-9 
Weston Building, Clinton, Iowa.
Eighth District—Archie M. Smith, C. P. A., Hibernia 
Bank Building, New Orleans, La.
Ninth District—Wm. Dolge, C. P. A., 369 Pine Street, 
San Francisco, California.
Tenth District—Arne S. Hansen, C. P. A., 916-18 
Leary Building, Seattle, Washington.
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THE KENTUCKY STATE BOARD OF 
ACCOUNTANCY AND THE NON­
RESIDENT APPLICANT
As the true nature of the Certified Public Account­
ant Certificate becomes better understood the practice 
on the part of some State boards of examining non­
residents has created more and more problems of 
a serious nature. The C. P. A. certificate is  a 
State license and as such is  of no legal force except 
in the territory of the State issuing it. It is entitled 
to only such respect as other states, by comity, 
grant it.
The Kentucky Board, having had an opinion from 
the Attorney General that under the Kentucky law 
the Board may not refuse to examine an applicant 
on account of being a non-resident, has passed the 
following resolution which it believes will help to 
solve the troublesome problem:
W HEREAS, The Board has found it impossible in 
many instances to obtain such information as will 
enable it to properly determine the eligibility and 
qualifications of applicants for admission to exami­
nation, and
W HEREAS, It is the desire of the Board that no ap­
plicant be admitted to the examination who would 
not, under similar circumstances, be admitted to an 
examination held by the Board of his resident 
S tate :
TH EREFO RE, Be it resolved that hereafter all 
applications for admission to the examination held 
by this Board, shall be submitted by the applicant to 
the State Board of Accountancy of the State, D istrict 
or Territory of which he is a  resident, with the re­
quest that said Board transmit the application to the 
Kentucky Board with an endorsement showing 
whether or not the applicant would be permitted to 
take the examination in that State, D istrict or 
Territory.
Attest: W. A. HIFNER, JR.,
Secretary.
WHAT PRICE DISCOURAGEMENTS
A T a recent educational conference the heavy m ortality in both high school and university 
attendance was discussed. The eastern papers, in 
quoting the leaders of this conference, broadcasted 
the fact th a t the great vice of school children today 
was laziness. Out of 2,500 freshmen students reg­
istered in one of our great universities four years 
ago, only 250 graduated this year, and it  is realized 
th a t this is only typical of w hat is taking place in 
most of our universities.
Have the educators made a correct diagnosis? It 
is  true that laziness is prevalent not only throughout
the schools, but throughout all businesses and pro­
fessions. However, much of what has been considered 
laziness is not really such. The Rockefeller Research 
Foundation, for instance, has demonstrated that the 
so-called shiftlessness of certain classes in certain 
sections of our country is  nothing more or less than 
hookworm. Medical specialists, also know now that 
indifference and laziness on the part of children, par­
ticularly smaller children, is very apt to be caused 
by adenoids, bad tonsils and bad eyesight.
While there is much less real laziness than it is  
sometimes supposed, the fact still remains that only a 
very small percentage in any walk of life actually 
complete what they set out to accomplish. This is in 
the main due to a failure to grasp certain funda- 
mental truths. “A Good Beginning Is  Half Done,”  
has been repeated so frequently that most of us have 
come to believe it. Nothing could be further from 
the truth. A good beginning is  only a good start. 
The yielding to discouragement is one of our major 
vices. On this point a  few  pages from past history 
are worth more than volumes of prophecy.
Some 150 years ago when our Colonial forefathers 
were carrying on the Revolutionary War, there is no 
doubt that they were cheered with the thought that 
with the coming of victory, peace, happiness and pros­
perity would be assured to them and to their families. 
What happened? Even though the treaty of peace 
was signed and the Constitution of the United States 
was adopted, the crops were ju st a s uncertain as they 
had always been, the children were just as inclined 
to be disobedient, some of the wives just as extrava­
gant, and it was just as hard for the great majority 
of the Colonial citizens to make ends meet as it  ever 
had been; in fact, the burdens of taxation were 
greater than before. It is no wonder that George 
Washington went out of office a  very much abused 
and more or less discredited man. It took genera­
tions of time and untold patience and perseverance to 
finally round out our Nation. We should therefore 
not criticise too severely the discouragement of those 
in the early years who sincerely believed that some 
other form of government would have been preferable 
to that worked out by our early leaders.
After generations of agitation the abolitionists of 
New England gave a sigh of relief when the President 
Lincoln Emancipation Proclamation of freedom to the 
slaves w as issued and when the constitutional amend­
ments were adopted guaranteeing to the negro equal 
rights with his white brother. After sixty years un­
der these constitutional amendments the negro does 
not even today have his full rights of citizenship in 
any practical sense in certain sections of our coun­
try—and yet tremendous progress has been made and 
the Emancipation Proclamation has not been in vain, 
the discouragements of the late Sixties and Seventies, 
to the contrary, notwithstanding.
Human nature remains much the same year after
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year, and when a few years ago the Eighteenth 
Amendment to the Constitution was adopted, those 
who had been struggling for scores of years for prohi­
bition, likewise gave a sigh of relief. With the passing 
of the amendment it w as believed by all too many 
that human nature would be immediately changed 
and that the job was finished.
And so we might go on in the more general phases 
of civic and political life. No job that is worth while 
is done quickly or done easily, or without discourage­
ment.
For a  particular application, let us review briefly 
the same story in respect to our own profession. In 
1896 the leaders among the public accounting pro­
fession in New York were instrumental in having the 
first certified public accounting act passed. In 1898 
a similar act was passed in Pennsylvania, quickly fol­
lowed by similar acts in many other States. With 
the creating of the certified public accounting laws, 
a great many certified public accountants, however, 
found that it was not so easy to succeed in the pro­
fession as they had hoped. Many, in order to obtain 
their certificates, made great sacrifices in time and 
money, and yet when the certificate w as received the 
recognition which had been expected from bankers 
and business men generally w as not received.
Each accountant w as more or less forced back on 
his own efforts and was compelled to meet the peculiar 
situation that surrounded h is own particular practice. 
The fact that each man’s own personality and his own 
efforts in a large measure control the results that he 
himself achieves was more or less overlooked, and 
an easy way out was sought.
It is  therefore not surprising that the leaders of the 
profession should have decided in 1916, after a care­
ful survey of the situation, with particular emphasis 
upon the failure of the national professional organiza­
tion of the day to make progress in membership and 
the failure of certain State Boards to function as 
these leaders felt they should have, to determine in 
solemn assembly that a  new organization should be 
created, to be known as the American Institute of 
Accountants, which organization should have the 
power to give examinations and to determine the 
qualifications of i ts members. Even though the lead­
ers of the profession at that time had been in a  large 
measure the officers of the national association (the 
American Association of Accountants), the various 
State Societies and State Boards, through a centrali­
zation of the control it was felt that there was less 
danger of bureaucratic control. I f  a short cut could 
be obtained to success and prosperity, and if  the tra­
ditions of our country in respect to the control of the 
professions by the States could be wiped out by reso­
lution, the move perhaps had possibilities, particularly 
if  the great purpose of a professional organization is 
to foster the financial and material welfare of the 
said  profession.
Human nature, however, does not change. While 
much good has been accomplished by the American 
Institute, this writer ventures to state that the millen­
nium will never come during our life and that the 
actual progress which is made in our profession will 
have to, from a legal standpoint, be made in harmony 
with the legal traditions of our state, and from a 
practical standpoint upon the unselfish and disinter­
ested service rendered the public by our public ac­
countants. We have no inherent right to honor, posi­
tion, or financial success, except as we earn the same 
through unselfish service. In the days immediately 
following the Revolutionary War, it is  possible that 
a better form of government might have been devised. 
As a nation, however, we are wise to the extent that 
we stand by our democratic form of government. A 
government by the few might be more efficient than 
by the many, but most of us prefer the latter. It 
might have been better if  in the early days our pro­
fessional fathers had fought state regulation and in­
sisted on private regulation of each profession, al­
though this w riter does not believe so. However, 
such a discussion at this time can only be academic. 
The sooner our profession confines its efforts to de­
velopment along our own American lines, the greater 
will be our progress.
Our own American Society has not been free from 
the same trait of human nature, to which attention 
has been called. We formed a very democratic organ­
ization with short but comprehensive by-laws and 
constitution. From that day down to this current 
year certain of our members have devoted much of 
their efforts to the revision of the said constitution 
and by-laws. Over fifty per cent of the time of our 
board of directors in meeting assembled has been 
taken up with the discussion of the said by-laws and 
constitution. As a result of the new by-laws, we have 
a membership committee which passes on the applica­
tions. Up to this time we have considered an un­
revoked certificate of certified public accountant from 
any State as a  sufficient credential for admission to 
our society. In other ways, we have increased the 
machinery of operation.
While certain of the changes in the by-laws and the 
constitution will prove very helpful and all were 
adopted only after careful consideration and all were 
believed by the committee and board of directors 
necessary (and so they may all turn out to be), this 
writer believes that if  the original by-laws and con­
stitution had been let alone and all the time that has 
been spent in revising the same had been devoted to 
the advancement of the profession and service to the 
public more practical good would have been accom­
plished.
In conclusion, this w riter hopes that all those who 
disagree with him will take up the issue. A good, five 
discussion would be worth while.
FRANK W ILBU R MAIN.
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Government Accounting
THE BUDGET SYSTEM OF THE UNITED STATES
T HE “Budget and Accounting Act, 1921,” which estab­
lished the National Budget System 
caused a radical improvement in 
th e  methods by which the spending 
agencies secure expenditure au­
thorizations from Congress. Prior 
to  the passage of this act the Gov­
ernment organizations submitted 
their requests w ithout any relation 
to the needs of the Government as 
a whole. The estimates were com­
piled by the Secretary of the Treas­
ury, who had no authority to cut 
down the estim ates or even to 
make such recommendations. 
There was no systematic compari­
son of the revenues and expendi­
tures for the period to be financed.
The present law requires that a 
comparison be made of the esti­
mated revenues and estimated ex­
penditures for the period to be 
financed and prescribes the action 
that the President shall take in 
case the estimated expenditures 
exceed the estimated revenues or 
vice versa. This is covered in Sec­
tion 202, which provides as follows:
Sec. 202. (a) I f  the estim ated receipts 
fo r the ensuing fiscal year contained in 
the Budget, on the basis of laws existing 
a t the tim e the Budget is transm itted, 
plus the estim ated am ounts in  th e  T reas­
u ry  a t the close of the fiscal year in 
progress, available fo r expenditure in 
the ensuing fiscal year, are less than  the 
estim ated expenditures fo r the ensuing 
fiscal year contained in the Budget, the 
President in the Budget shall make 
recommendations to Congress fo r new 
taxes, loans, or other appropriate action 
to meet the estim ated deficiency.
(b) If  the aggregate  of such estim ated 
receipts and such estim ated am ounts in 
the T reasury  is g rea ter than  such esti­
m ated expenditures fo r  the ensuing fiscal 
year, he shall make such recommenda­
tions as in his opinion the public interests 
require.
The act provided that the Presi­
dent should transmit a budget doc­
ument to Congress on the first day 
of each regular session. It also 
provided for the creation of the 
Bureau of the Budget to perform 
the work of compiling the budget
By JOHN B. PAYNE, Certified Public 
Accountant, W ashington, D. C.
E ditor’s N ote: We present here the 
th ird  of a  series of im portant articles 
prepared by Mr. Payne w ith the idea of 
prom oting uniform ity in Government ac­
counting and budget methods. This is a  
civic project which will receive the sup­
port of all public spirited accountants 
and business men. Comments and sug­
gestions on the subject are invited. Ad­
dress the au thor a t  26 Jackson Place 
N. W., W ashington, D. C.
document and to otherwise assist 
the President in carrying on the 
great work of insuring the effec­
tiveness of the Budget system. To 
this end the bureau was vested 
with certain regulatory functions 
which greatly strengthened its 
power.
The President, through the Bu­
reau of the Budget, exercises a 
double control over expenditures. 
F irst, the expenditures are re­
viewed and reduced if  necessary 
before the budget is sent to Con­
gress. The departments are pre­
vented by law from making direct 
requests to Congress. Second, 
after the appropriation acts are 
passed current control over expen­
ditures is maintained by the Bud­
get investigators and through ac­
counting reports produced by the 
remarkably effective accounting 
system that is now being installed 
in the Government Departments 
and Bureaus by the General Ac­
counting Office. Even though Con­
gress appropriates a certain 
amount to a bureau, the bureau will 
not be allowed to spend all the 
money unless it is absolutely neces­
sary. Constant effort is made to 
save a part of each appropriation 
and revert the saving to the Treas­
ury at the close of the fiscal year 
to be used in financing subsequent 
periods.
The Budget system of the United 
States has now been in operation 
for several years and has conclu­
sively demonstrated its success.
The system has provided the means 
by which the public debt and Gov­
ernment expenditures have been 
greatly reduced. The table given 
below shows the extent of the re­
duction of the debt and the ex­
penditures from the fiscal year 
1921 to 1925, inclusive. The first 
fiscal year under the Budget was
1923, but the years 1921 and 1922 
are given for purpose of compari­
son.
Expenditures
Fiscal Public Debt a t  During Y ear 
Y ear End of Y ear (W arran t Basis)
1921 24,346,445,760.69 4,889,725,928.98
1922 23,260,543,051.07 3,617,975,679.96
1923 22,525,773,218.73 3,647,641,763.30
1924 21,416,074,785.77 3,404,295,066.75
1925 20,659,213,697.01 2,930,706,986.60
The following table shows some 
of the specific economies reflected 
in the decreased expenditures:
EXAM PLES OF ECONOMIES 
EFFECTED
T ransfer of ships between
departm ents ....... ...............
T ransfer of shirts between
departm ents .......................
T ransfer of dredges be­
tween departm ents ..........
T ransfer of mine tenders 
(ships) between depart­
m ents ...................... .............
Sale of leather jerkins........
Sale of n itra tes  .....................
Reduction of purchase order 
fo r excessive quantities of
m aterials .............................
Telephone service ........ .......
Traffic routing  .......................
Ammunition shipment
(routing) ....... ...................
Ordinance shipm ent
(routing) ..........................
Shipment of m ilitary  equip­
m ent (routing) .... ..........
U sing governm ent trucks to
haul holiday m ail ..........
P rin ting  ...................................
Leases .....................................
Sale of surplus w ar m a­
te ria l ..................................... 1,295,089,723
T ransfers of m aterial be­
tween departm ents ...-.....  371,081,655
Cooperative purchasing .... 30,521
T ransportation  of helium
(routing) ........................ ....  100,000
E lim inating stripes from
m ail bags .............................  49,000
Lubricating oil ......................  6,500,000
Reduction of perso n n e l........  6,000,000
Savings on land purchased... 300,000
Purchase discounts ..............  2,231,505
Coordination of local
activities .............................  934,555
Traffic coordination ..............  968,884
Coordination of m otor 
transporta tion  ..................  63,759
Thus it is seen that remarkable 
results have been secured through
$1,000,000
24,000
349,500
1,500,000 
1,740,650
2,750,000
325,000 
59,490
100,000
110,806
121,534
10,000
57,347
1,270,000
280,000
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the Budget System. An outline of 
the methods used in obtaining 
these results is given below.
The President’s  Policy. — The 
President is  general manager of 
the Government as a business cor­
poration and has taken an active 
part in putting business methods 
into the Government. Twice each 
year he calls a meeting of the ad­
ministrative personnel and outlines 
his policies with reference to ad­
ministrative and financial affairs. 
At this meeting the Director of the 
Bureau of the Budget discusses the 
financial accomplishments and poli­
cies at some length. These assem- 
lies which are known as the “regu­
lar meeting of the business organi­
zation of the government” help the 
administrators to look at their own 
work in its relation to the work of 
the government as a whole. The 
policy since the first meeting, held 
June 29, 1921, has been one of rigid 
economy, a  constant urge to reduce 
expenditures, and to secure more 
value for every dollar expended by 
the use of the most modern busi­
ness methods.
Submission of the Estim ates by 
the Departments.—The fiscal year 
of the United States begins July 
1st and ends June 30th. The fiscal 
year which began on July 1, 1926 
and which will end June 30, 1927, 
is known as the fiscal year 1927. 
In each department there is  an offi­
cer, known as the budget officer, 
who maintains contact between the 
Bureau of the Budget and his de­
partment. All departmental esti­
mates are sent to the department 
budget officer who transmits them 
to the Bureau of the Budget.
The final estimates are required 
by law to be submitted to the Bu­
reau of the Budget on or before 
September 15. However, the Bu­
reau secures preliminary estimates 
in order to get advance informa­
tion relative to the relation between 
estimated revenues and estimated 
expenditures for the period to be 
financed. The method of calling 
for the preliminary estimates is in­
dicated by the following letter is­
sued by the Bureau of the Budget:
TO THE HEADS OF DEPARTM ENTS 
AND ESTABLISHM ENTS
1. You are  requested to furn ish  the 
D irector of the Bureau of the Budget on 
or before Ju ly  15, 1926, prelim inary  esti­
m ates of appropriations fo r  the fiscal 
y ear 1928 fo r the support of your de­
partm en t or establishm ent, including 
estim ates fo r perm anent and indefinite 
appropriations.
2. P rin ted  sheets from  the  Budget fo r 
1927 on which the appropriations fo r
1927 have been indicated either in red ink 
or by check m ark  in  the outer column 
will be used fo r th is purpose. The cor­
responding prelim inary estim ates fo r
1928 should be inserted in  the  estim ate 
column in black ink. The language of 
the estim ates has been changed to  con­
form  to the wording of the appropriation 
acts fo r 1927. This office will send the  
appropriate sheets to the Budget Officer 
of each departm ent and establishment.
3. Any new m a tte r or any m aterial 
change desired in  the am ount or wording 
of an estim ate should be explained by a  
b rief note in the  m arg in  if  practicable, 
otherwise by an attached sheet.
4. W here the appropriation fo r  1927 
is shown in red ink by sub-heads of ap ­
propriations on the  sheets furnished to 
the Budget Officers, the estim ate fo r 1928 
should also be sta ted  by sub-heads. In 
addition to this, the prelim inary estim ate 
should show separately  the am ounts in-
T HE June, 1926, issue of the Journal of Accountancy con­
tains a very lengthy editorial on 
the reasons why the New York 
Accountancy Bill was defeated. No 
one interested in the progress of 
the C. P. A. can find fault with the 
principal conclusions drawn by the 
Journal.
The Hutchinson-Downing Bill, 
the Phelps-Downing Bill, and the 
McGinnies Bill, all proposed for 
purposes of expediency and com­
promise and in order to palliate the 
opposing elements, to practically 
open wide the waiver door, and 
when all had walked in, who could 
possibly walk in, then to close it. 
The conditions and limitations to 
entrance requirements were negli­
gible.
Apparently there were two main 
reasons for this serious error of
cluded fo r personal services in the  de­
partm ental and field services, by no ta­
tion in black ink  im m ediately opposite 
the item s in  the schedules of expendi­
tu res fo r  “Total Salaries, D epartm ental 
Service” and “Total Salaries and W ages,  
Field Service.”
5. Schedules of expenditures will n o t 
be revised a t  th is time.
6. These prelim inary estim ates should 
be delivered to the Division of E stim ates, 
Bureau of the Budget, Room 374, T reas­
ury  Building, where any fu rth e r infor­
m ation m ay be obtained.
7. The estim ates called fo r herein a re  
prelim inary only, and fo r  purposes o f 
Executive consideration. They do no t 
take the place of the regu lar estim ates 
to  be subm itted on or before Septem ber
15, 1926, concerning which instructions 
will be issued la ter.
H. M. LORD,
D irector of the Bureau of the Budget.
A study of the preliminary esti­
mates is made and if  it is  found 
that the total expenditures are too 
high the departments are instruc­
ted to reduce the amounts re­
quested in the final estimates.
Further discussion of the United 
States Budget System will be con­
tained in the next issue.
(To be Continued.)
judgment, and may I  say without 
any malice whatever for this sud­
den and let us hope, temporary 
softening of the backbone—
1st. The fear that these bills, 
were class legislation, and as such 
would be killed by the legislature, 
and if  passed would be declared un­
constitutional by the courts.
2nd. Because it was realized that 
no law should be passed or could 
be passed, that would shut out of 
practice these public accountants 
then practising and practising un­
der the laws of their State.
In analyzing the first reason, one 
realizes more and more that the 
fear is more shadow than sub­
stance. Many decisions of the 
courts and a great number of out­
standing authorities have recog­
nized accountancy a s  a profession. 
Judge Dawkins, then of the Su­
C. P. A. LEGISLATION
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preme Court of Louisiana, now of 
the United States Courts, in an 
able opinion since quoted in many 
States, recognized it a s a  learned 
profession. The Supreme Court of 
Montana has also so decided. The 
U. S . Board of Tax  Appeals, infer- 
entially places the C. P. A. profes­
sionally on a par with the lawyer. 
Legislation recognizing law, medi­
cine, engineering and other callings 
as professional callings has been 
passed, regulating and restricting 
the practice of such professions, 
and no constitutional argument can 
be offered against the legal recog­
nition of the profession of the C. 
P. A. and its regulatory and re­
strictive requirements that would 
not apply with equal force and ef­
fect to the professions of law and 
medicine, and the conclusion that 
the laws recognizing and restrict­
ing the professions of law and 
medicine are unconstitutional is 
too absurd to be entertained.
The truth of the matter, as is 
well known to those who have ob­
served the policies of courts, especi­
ally Supreme Courts, is  that courts 
are restrictive in their opinions, 
ruling only on the specific point or 
points then at issue, and while I  
have not digested the opinions of 
the Oklahoma and Illinois Courts, I 
strongly doubt that their learned 
opinions on the constitutionality of 
the accountancy acts then consid­
ered by them were to the effect 
that it was constitutional to recog­
nize law and medicine and uncon­
stitutional to recognize account­
ancy. I  do know, however, that 
Judge Dawkins, then of the Loui­
siana Supreme Court, has recog­
nized the constitutionality of our 
then existing accountancy acts.
No C. P. A. who loves his pro­
fession, not merely as a  money 
getter, but primarily a s a learned, 
liberal profession, will accept as 
final this inferential unconstitu­
tionality as regards his profession, 
but will labor until such time as 
the matter may be brought to the 
various State Supreme Courts 
squarely and without collateral is­
sues, and have the point decided
upon the main issue alone as was 
done in Louisiana.
Presently I  am strongly under 
the impression that the fear of un­
constitutionality is more an awe­
inspiring shadow than a dangerous 
substance.
The second main reason is the 
most serious from many angles.
The N. Y . State Society, the 
American Society and the Institute 
were perfectly correct in opposing 
the solution offered by the bill. It 
would have been disastrous to the 
profession as a  whole to admit un­
der the waiver clause a host of pub­
lic or would be public accountants 
as C. P. A’s, and subsequently to 
provide a test for them which 
within a certain number of months 
or years would have eliminated a 
large number of them. This clause 
was illogical, for it is apparent that 
if  it was unconstitutional to shut 
them out of the practice of public 
accountancy at the passage of the 
act, it was just as unconstitutional 
to shut them out later on under the 
provisions of the same act.
Naturally the large Eastern and 
Northern States, leaders in finance, 
commerce and industry, where ac­
countancy flourished long before 
before we of the extreme South 
had awakened to its possibilities, 
would hardly be expected to look 
so fa r  South a s  Louisiana for guid­
ance and leadership, yet had New 
York looked to us, she might have 
been guided out of the darkness of 
her accountancy chaos.
As previously stated, Judge 
Dawkins had ruled in substance 
that public accountancy was a 
learned profession, and as such 
could be recognized, regulated and 
restricted, and that answered ob­
jection No. 1.
Act 136 of the Legislature of the 
State of Louisiana for 1924, aptly 
met the objections found under 
main reason No. 2.
We did not reopen the waiver 
clause, which waiver clause was 
forever closed in 1908, nor did we 
do or propose to do any of those 
things which would lower the value 
of the C. P. A. certificate or at­
tack the standing of the profession.
We maintained that there was 
only one professional accountant, 
and that the C. P. A. That w as the 
unanimous opinion of all the vari­
ous interests concerned, and the 
Legislature unanimously ratified 
this opinion.
We know that no act could be 
passed, or if  passed, would be de­
clared constitutional if  its provis­
ions deprived a certain class of peo­
ple, of a lawful means of livelihood 
then enjoyed by them. I  mean by 
that that class of public account­
ants who were then maintaining an 
office and actually engaged in the 
public practice of accountancy, al­
though not certified public account­
ants.
We did not offer to reopen the 
waiver clause and make these ac­
countants C. P. A’s, conditionally 
or unconditionally, permitting 
them to merge their identity with 
those of the actual C. P. A., so that 
no discrimination whatever could 
be made, thus lowering the stand­
ard of the C. P. A.
Those accountants who were 
actually practicing public account­
ancy at the time of the passage of 
this act, were permitted to register 
with the State Board and obtain a 
registration card. A certain num­
ber of days were allowed them in 
which to register. After the regis­
tration roll was closed no account­
ant could engage in the practice of 
public accountancy except as a C. 
P. A., after having duly met the 
requirements of the State Board 
and been certified as a  C. P. A. 
After the present public account­
ants die off, there will be no prac­
ticing public accountants in this 
State other than the C. P. A.
But this is  not all of it. It was 
my privilege and my pleasure to be 
a member of the State Board when 
the law became effective, during 
which time all of the public ac­
countants who are ever going to be 
registered in this State were reg­
istered.
The Board followed strictly and 
consistently the letter and the 
spirit of the intent of the law.
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No public accountant w as reg­
istered unless and until he fur­
nished several well known refer­
ences duly sworn to, conclusively 
proving that he was maintaining 
an office and practicing public ac­
countancy, and that his moral 
character, standing and reputation 
were excellent, and in some in­
stances when they failed to prove 
either one or both of these essen­
tial requirements to the entire 
satisfaction of the Board, the reg­
istration was refused, and when 
attacked, the action of the Board 
was sustained.
After registration, the public ac­
countant, just as the C. P. A., be­
came subject to the rules and regu­
lations of the Board, and may have 
his registration cancelled.
The outcome of it all is that we 
have a small body of public ac­
countants, not C. P. A’s, who are 
splendid fellows as a whole, and 
who have done nothing to lower the 
standard of the profession. A 
number of them are voluntarily 
taking the examinations and be­
coming C. P. A’s for the reason 
that regardless of their standing 
and ability, the banks and nearly 
all large businesses are demanding 
more and more that certificates be 
signed by a C. P. A.
As a whole, the situation in 
Louisiana is a pleasant one to con­
template.
It seems to me that these splen­
did public accounting leaders in 
New York and in the E ast and 
North to whom we look up with 
genuine admiration and whom we 
consult with blind faith, could 
sometime learn from their forgot­
ten brothers way down South— 
and may this secure the beacon 
that will lead them out of their 
wilderness—come South and study 
our solution at first hand, where 
the rhythm of the Gulf waves ex­
cites our energies instead of dull­
ing our ambitions, and where our 
cool breezes all summer long will 
vitalize your minds tired out over 
this important problem, whose so­
lution we have found.
IS RESTRICTIVE AND REGULATORY ACCOUNT­
ANCY LEGISLATION CONSTITUTIONAL?
By PERLEY  MORSE, C. P . A.
When the Court of Appeals of 
the State of New York (this is the 
highest court in the State) on May
25, 1926, ruled that TH E L E G IS­
LA TURE ACTED WITHIN IT S  
LAW FUL POW ERS WHEN IT  
E ST A B LISH E D  A SY ST E M  OF 
L IC E N SE S FOR R EA L EST A T E  
BRO K ERS WITH ANNUAL R E ­
NEWALS, it emphatically refuted 
the statements made by some pub­
lic accountants that restrictive and 
regulatory accountant legislation 
as embodied in the Hutchinson bill, 
introduced in the 1926 session of 
the New York State Legislature, 
was unconstitutional.
All public accountants should 
read the opinion written by Judge 
Cardoza on behalf of the court. In 
this opinion if the words “State 
T ax  Commission” were replaced by 
the words “Board of Regents” and 
the words “Real Estate Agent” by 
“Public Accountant,” one reason­
ably could believe he was reading 
an opinion regarding the constitu­
tionality of a  restrictive and regu­
latory accountancy law.
Below, I am quoting from this 
opinion as it was printed on Satur­
day, July 1 7 ,  1926, in the New York 
Law  Journal:
“ * * * The sole question in  th is 
court is w hether the requirem ent of a 
license is a  constitutional exercise of 
legislative power. * * * The appli­
cant m ust be a  .citizen of the United 
S tates or have declared his intention to 
become such citizen. * * * A uthority  
to  g ran t the license resides w ith the 
S tate  Tax Commission, and the applica­
tion shall give such inform ation as the 
commission m ay reasonably require ‘to 
enable i t  to  determine the  tru stw orth i­
ness of the applicant.’ By the Amend­
m ent of 1924 i t  (S ta te  Tax Commission) 
m ay exact such other inform ation as m ay 
be necessary to establish the ‘competency’ 
of the applicant ‘to  tran sac t the business 
of real estate  broker * * * in  such 
m anner as to safeguard the in terests of 
the public.’ This m ay include ‘proof th a t 
the applicant has a  fa ir  knowledge of 
the English language, a fa ir  understand­
ing of the general purposes and general 
legal effect of deeds, m ortgages, land 
contracts of sale and leases, and a  gen­
era l and fa ir  understanding of the obli­
gations between principal and agent, as 
well as of the provisions of this act.’
* * * I t  (license) may, however, be 
renewed ‘upon application therefor by 
the holder thereof, in such form  as the 
commission m ay prescribe and paym ent 
of the annual license fee.’ * * * A 
license once granted  m ay be revoked by 
the commission fo r  fraud  or demon­
stra ted  misconduct or incompetency.
* * * There shall be no refusal of a  
license and no revocation or suspension 
w ith o u t notice to the applicant and op­
portunity  fo r a  hearing. * * * The 
L egislature has a  wide discretion in de­
term ining w hether a  business or occupa­
tion shall be barred  to  the dishonest or 
incompetent. * * * The intrinsic 
natu re of the business combines w ith 
practice and trad ition  to a tte s t the need 
of regulation. The real estate  br oker 
is brought by his calling into a relation 
of tru s t and confidence. Constant are 
the opportunities by concealment and col­
lusion to ex tract illicit gains. * * * 
W ith tem ptation so aggressive, the dis­
honest or un trustw orthy  m ay not reason­
ably complain if  they are  told to stand 
aside. Less obtrusive, bu t not negligible, 
are  the perils of incompetence. The safe­
guards aga inst incompetence need not 
long detain us, fo r they were added to 
the sta tu te . * * * The broker should 
know his duty. To th a t end he should 
have a ‘general and fa ir  understanding 
of the obligations between principal and 
agent.’ * * * Disloyalty m ay have 
its  origin in  ignorance as well as fraud. 
He should know, so the Legislature has 
said w hat is m eant by a  deed or a  lease 
or a m ortgage. A t any moment he may 
have to make report as to  such m atte rs to  
expectant buyers or lessees. Often he 
goes fa rth e r, perhaps too fa r, and pre­
pares a  memorandum of the contract. 
He is accredited by his calling in the 
minds of the inexperienced or the ig ­
noran t w ith a  knowledge g rea ter than  
the ir own. The Legislatures of m any 
sta tes, aw aking to these evils, have 
adopted sta tu tes like to ours.”
More millions of dollars are an­
nually paid to bankers by the pub­
lic for securities than are paid by 
the public for real estate. The 
bankers’ faith in the soundness of 
securities is partly based upon pub­
lic accountants’ investigations. 
Also national banks, state banks, 
and trust companies discount many
(Continued on page 283.)
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Team Play and Progress
T H ERE is a special responsi­
bility resting upon the mod­
ern banker to take stock from time 
to time of the economic situation 
and to acquaint himself with the 
Underlying conditions and tend­
encies which determine the course 
of business as a  whole.
Through association, such as 
that which brings us together to­
day, through our national Ameri­
can Bankers Association, through 
the United States Chamber of 
Commerce, and through all the 
valuable cooperative agencies 
which American business has set 
up for intelligent industrial team­
work, channels of information and 
contacts have been created of 
which the individual banker must 
constantly avail himself.
More than any other member of 
the industrial community, the 
banker must have a broad and far- 
seeing view. He does not deal with 
any one branch of industry, but 
with all branches. His duties bring 
him in contact with the producer 
as well as the consumer, the manu­
facturer as well as the merchant, 
the buyer as well as the seller. All 
the myriad phases of business are 
opened to his view and, to a greater 
or less degree, his fellow business 
men look to him for assistance in 
their problems.
It is the banker’s part to give 
warning of untoward developments 
and to exert his influence to stabi­
lize business, when, in his judg­
ment, enthusiasm may have outrun 
prudence. Conversely, it is his 
privilege to direct attention to the 
healthy and progressive forces 
which make for national prosperity 
and when conditions warrant it, to 
encourage the extension of the 
legitimate activities of business.
Through an evolution, with 
which we are all familiar, our 
country has led the way in the de­
velopment of a  new industrial era. 
For half a century we have been 
perfecting an industrial machine
Address by LEW IS E. PIERSON, Chair­
man of the Board of the Irv ing Bank- 
Columbia T rust Company, and Vice 
President and Chairm an of the Execu­
tive Committee of the Chamber of 
Commerce of the United States, before 
the New England Bankers Associa­
tion, a t E astern  Point, Connecticut, 
June 19th, 1926.
which today produces more manu­
factured products than are made 
by any other nation in the world.
In building up this machinery, 
we abandoned most of the indus­
trial philosophy and altered most 
of the methods of the older manu­
facturing nations and have de­
veloped along lines which are pe- 
culiary our own.
We started with the premise 
that the more any nation produces, 
the more there will be to divide 
among its people, and took for the 
base of our industrial structure a 
program of high production.
To secure this high production, 
we quickly learned that two factors 
were immediately necessary. The 
first was power machinery, and the 
second w as the development of 
business units large enough to com­
mand the capital to set up and 
maintain elaborate manufacturing 
plants.
We placed increasing horse­
power behind our machinery, until 
today we have an average of four 
horsepower available for every in­
dustrial worker in the United 
States.
Speeding up production in this 
manner meant that the consuming 
power of our people needed to be in­
creased in proportion to their pro­
ductive power. Fortunately for 
our industrial philosophy, mass 
production carries in its train the 
possibility of greater consumption 
because industry can pay a higher 
wage when the individual worker 
is able to produce more in a given 
time.
High production, high wages and 
high consumption, therefore, are
the cardinal principles of modern 
American industry and throughout 
the world today American industry 
is competing with the industries of 
other countries which are proceed­
ing on the theory of low produc­
tion, low wages and low consump­
tion.
We can not shut our eyes to this 
opposition of conflicting national 
industrial theories and we should 
have more than our own individual 
impressions to guide us in deter­
mining whether the American 
theory is correct or whether in the 
end it is destined to give way to the 
older theories which we have 
abandoned.
Certainly as we look about us to­
day, we can reach only one con­
clusion. We see our own country 
prosperous, our industries thriving 
and our people employed.
We look abroad and we find the 
low production and low consump­
tion nations with their factories 
idling and a large proportion of 
their people unemployed.
We know, however, that these 
nations are still in the process of 
recovering from the effects of a 
long and disastrous w ar and pru­
dence requires that we should seek 
further evidence before we defi­
nitely conclude that America’s in­
dustrial policy is the policy which 
must prevail.
Part of that evidence I desire to 
lay before you. In a public speech 
on January 27th last, Prime Min­
ister Baldwin, of Great Britain, in 
discussing the industrial situation 
of his own country, declared:
“I  venture to th ink th a t no trade union 
leader could do better service to  the 
cause he represents than  by investigat­
ing  closely w hat the methods are th a t 
enable the American workmen to enjoy 
a  b e tte r standard  of living than any other 
working people in the world, to produce 
more, and a t  the same tim e to have so 
much higher wages.”
Acting on this hint, the London 
Daily Mail decided to organize such 
a Mission of Inquiry and in order 
that there might be no suspicion
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that the findings of this mission 
had been influenced, asked William 
Mosses, one of England’s conserva­
tive labor leaders and for many 
years General Secretary of the 
Federation of Engineering and 
Shipbuilding Trades, to appoint 
eight B ritish  workmen as members 
of the mission.
In accepting this obligation, Mr. 
Mosses made the following state­
ment:
“P resent conditions in the British 
engineering trade im peratively demand 
an  imm ediate and drastic remedy. The 
A m algam ated Engineering Union alone 
has over 17,000 skilled men registered as 
unemployed. O ther branches of the in ­
dustry  are generally in worse case. As 
a  la rge num ber of workmen who are re­
turned as being in employment a re  ac tu­
ally w orking a t other occupations, the 
real position of the industry  is much 
more serious than  is indicated by these 
figures.”
The men selected by Mr. Mosses 
were not British  labor leaders. 
They were chosen from the rank 
and file, and without exception, 
were working actively at their 
various trades at the time they 
were appointed.
The mission that sailed for the 
United States, included an iron 
moulder, a turner, a fitter, a pat­
ternmaker, a blacksmith, a tool 
turner and fitter, a machineman 
and a constructional ironworker.
The mission arrived in New York 
on March 9th and remained in this 
country for more than a month, 
during which period they traveled 
five thousand miles and visited 
forty-two of our largest factories 
in Schenectady, Buffalo, Detroit, 
Pittsburgh, Washington, Chicago, 
Cincinnati and New York.
It was my good fortune to talk 
to the members of the mission 
shortly before they returned to 
England. I  found them highly in­
telligent and possessed not only of 
experience and skill in their own 
trades, but exceptionally well-in­
formed on the general problems of 
industry.
It was an inspiration to me to 
view American Industry through 
their eyes. They had seen and 
talked with the American work­
man, they had examined our fac­
tories, they had scrutinized our 
manufacturing methods and com­
pared them with the corresponding 
methods and conditions which ob­
tained in their own land. And 
their verdict was an endorsement 
of the American idea.
On their return to England each 
member of the mission prepared a 
separate report, which was printed 
and circulated among their fellow 
workers.
Through each report there runs 
the plain conviction that the ab­
sence of class distinctions, the evi­
dent good feeling and cooperation 
between employer and employed, 
combined with our policy of high 
production and high wages, assures 
the continued prosperity of Ameri­
can industry.
Mr. Mosses, the Industrial Ad­
viser of the Mission, states:
“High wages, high production and high 
consumption are the th ree factors which 
combine to produce a  successful industry 
in any country, bu t h igh consumption is 
undoubtedly the  m ost im portant. I t  is 
because America can consume the whole 
of her products th a t industry  is on so 
much higher a  level there than  in G reat 
Britain. Ring fence the United States 
and its  inhabitants would suffer little 
inconvenience. Do the same w ith G reat 
Britain and all its  people would perish 
in a very few weeks.
“There can be no question th a t a t  the 
present tim e the American workm an is 
paid much better, works better, lives bet­
te r  and produces more than  his British 
contem porary.”
J. T. Kay, the iron moulder mem­
ber of the mission, w rites:
“On our arrival in New York we were 
told th a t American employers believe in 
pu tting  three and one-half horsepower 
a t the elbow of every workman. I proved 
the correctness of this statem ent during 
our tour. W herever i t  is possible to in­
troduce any  appliance th a t will facilita te 
an increase of output, th is has been done. 
I  found m any instances of workmen pro­
ducing twice as much as they would on a 
sim ilar job in our country w ith about 
half the physical effort.
“The feeling between employers and 
workmen appeared excellent. A feeling 
of confidence in each other, which is sadly 
lacking in  the old country, was evident 
everywhere. I  proved this not only in the 
works, but by contact w ith men outside.”
Thomas Murray, the pattern­
maker member of the mission, re­
ports as follows:
“American appreciation of the high- 
skilled producer, and particularly  in the 
higher staff positions, is extrem ely gen­
erous. I  found Scotchmen and English­
men receiving from  American employers 
salaries five tim es g rea ter than  they 
would have received in B ritain  fo r the 
work they were doing. Several execu­
tive officials criticized the m anagerial 
efforts of B ritish firms. W herever I 
went, I  found th a t the finest conditions of 
labor prevailed and the h ighest wages 
were paid by the large firms. This con­
firmed me in an opinion which I have 
held fo r a  long tim e th a t there are f a r  
too m any small businesses in  B ritain  
which contribute little  to  B ritish pros­
perity  and lower the tone, not only of the 
whole industry, bu t also the conditions 
of those whom they employ.”
William Wareing, the fitter 
member of the mission, sums up 
his conclusions as follows:
“In my opinion the factors th a t go to 
make fo r high wages and high production 
in America include a stra ig h t deal and 
m utual confidence between employers 
and th e ir  men, abundant and cheap elec­
tric  power, modem  plan t and equipment, 
as well as care and consideration fo r the 
health  and w elfare of the workers.”
Sam Ratcliffe, the machineman 
member of the mission, writes:
“American employers of labor know 
th a t the paym ent of high wages results 
not only in high production, bu t also in 
cheaper production. They also know th a t 
they can m aintain, increase, and still 
fu rth e r cheapen, th a t h igh production 
w ith the aid of the abundance of cheap 
electrical power which is a t  the ir dis­
posal, by the prom pt utilization of the 
la test scientific discoveries in the ir m eth­
ods of m anufacture, by careful organiza­
tion and co-ordination of operations in 
the ir industrial plants, as well as by 
cultivating and m aintaining those h a r ­
monious relations between employers and 
employees which have already done so 
much to  ensure the success of the engi­
neering industry  in the United S tates.”
C. Wilkinson, the turner mem­
ber of the mission, sa y s :
“I f  we had Am erica’s electric power, 
and some of its  best machinery, together 
w ith the good feeling which undoubtedly 
exists between the workmen and the 
m anagem ent in industrial p lants in the 
United S tates, we could hold our own 
with the best in the world. We have the 
men. As proof of this, a  g rea t number 
of skilled workers who have le ft G reat 
B ritain  are now holding responsible posi­
tions in the U nited S tates.”
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A. A. Wildman, tool turner and 
fitter member of the mission, de­
clares :
“Every opportunity was taken to in­
s titu te  a fa ir  comparison between the 
conditions of the workmen in B ritain  and 
the United S tates by questioning those 
who had recent experience of both coun­
tries, and i t  appears th a t wages are gen­
erally  three tim es as high in the United 
S tates as in Britain. Boots, clothes, and 
ren t are the m ost expensive item s in  the 
workmen’s budget. My inform ants, who 
were personally known to me, sta ted  th a t 
they  worked no harder in the United 
S tates than they did in  our country.”
E. H. Gill, constructional iron­
worker of the mission, w rite s:
“During my v isit to engineering estab­
lishm ents in the U nited S tates I noted 
the  following facts. Employees are ex­
pected, encouraged, and helped to earn 
all the wages they  can. Laborers who 
desire i t  are given tra in ing  th a t will en­
able them  to do skilled single operation 
work w ith correspondingly increased pay. 
Cordial relations exist between employ­
ers  and employed.”
Alexander Browning, the black­
smith member of the mission, re­
ports :
“ I would like to point out th a t w ith the 
w orkers’ wages in G reat B ritain  from  
twenty-five per cent to fo rty  per cent 
under pre-w ar in purchasing power, and 
th e ir  standard of living correspondingly 
lower, w ith consequent discontent and in­
difference in the shops and w orry and 
harassm ent to our em ployers, our posi­
tion compares m ost unfavorably w ith 
w hat we have seen in the United States.
“American workers are a t least fifty 
per cent b e tte r  off than  pre-war, which, 
in  addition to a  higher standard of com­
fo rt, gives them  a  substantial m argin 
fo r  saving and investm ent, w ith the ir 
employers getting  the ir full share of a 
prosperous industry.”
The statements I have quoted 
represent the views of unpreju­
diced British  workers and can 
safely be taken at their face value. 
These outside observers confirm 
our own conviction that we have 
built up in the United States an in­
dustrial organization which, on the 
whole, has produced and will con­
tinue to produce a wider diffusion 
of contentment and prosperity than 
any other industrial system which 
the genius of man has yet devised.
Sincerely inquiring the reasons 
for our progress, these visitors 
have placed their fingers on two
factors which, in their judgment, 
have been most largely responsible 
for our favored position. And it is 
to one of these that I  desire most 
particularly to direct your atten­
tion.
The first, that of high produc­
tion with its attendant corollaries 
of high wages and high standards 
of living, is a matter which we can 
safely leave to the manufacturers 
of America, to whose progressive 
energy and broad vision are due 
the results already achieved.
The second, the cooperative 
spirit which today exists between 
management and labor within 
American industry, is an important 
part of the spirit of team play 
which more and more is infusing 
our whole industrial fabric.
It is not only in the factory that 
the team play of American busi­
ness becomes apparent. Our very 
presence here at this gathering is 
evidence that each of us recognizes 
the need of a wider viewpoint and 
a better understanding than can be 
drawn from our own private a f­
fairs.
Bankers meet with bankers, not 
merely to seek new ideas for their 
own establishments, but to im­
prove the whole banking system 
of the country.
Manufacturers gather in their 
conventions, not merely to secure 
new ideas for their own factories, 
but to provide joint counsel and 
joint action on those problems 
which affect the industrial produc­
tion of the nation.
In whatever way we turn, we can 
discover signs that the American 
business man has learned the value 
of united effort. We see trade as­
sociations developing, through 
group action, the science and the 
standards of each industry. We 
find the business men of each com­
munity, joining the chambers of 
Commerce and Merchants Associa­
tions to improve civic and com­
mercial facilities.
We discover the Chamber of 
Commerce of the United States 
bringing together, in one great co­
operative body, the organized busi­
ness groups of the entire country, 
studying the problems that press 
upon all phases of industry, linking 
the manufacturer with the mer­
chant and the banker, and encour­
aging common thought and com­
mon action for the common good.
We behold government devoting 
its resources and its authority to 
the solution of industry’s difficul­
ties, devising means of eliminating 
waste, and of standardizing pro­
duction, collecting data and sta­
tistics to guide the course of com­
merce, and joining in the concerted 
movement for national industrial 
progress.
From the workman at his bench 
to the executive at his desk, the 
spirit of cooperation and team play 
invigorates our whole industrial 
movement. American business has 
accepted, as its motto, the Ameri­
can doctrine that “ In union there 
is strength,” and has put the driv­
ing force of intelligent team play 
behind the proved principles of its 
industrial philosophy.
No industrial system that the 
brain of men can devise will ever be 
perfect, because it will always be 
subject to the imperfections of fa l­
lible human nature. The wise and 
patriotic man, however, will pati­
ently search out those imperfec­
tions which are merely superficial 
and not confuse them with imper­
fections which are fundamental.
I  can think of no greater service, 
therefore, which organizations, 
such as our Bankers’ Association 
and our Chambers of Commerce, 
can perform for their members and 
for the public than to bring home 
to the American people the en­
couraging conviction that the fun­
damentals of our present industrial 
system are sound and secure.
While, through joint action, we 
endeavor to cure whatever surface 
imperfections may make them­
selves felt, we should hammer 
home the truth that our industries, 
on the whole, are fixed on the firm 
foundation of sound economics and 
progressive idealism.
It was not so long ago that the 
struggling American manufacturer
(Continued on page 273.)
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T HE profession of accountancy made greater progress dur­
ing the past th irty  years than in 
any similar period of time. This 
was due to several causes. In the 
first place, modem business made 
increasing demands upon the pro­
fession. The entrepreneur could 
no longer carry all the details of 
his affairs under his hat as the 
business grew in size and com­
plexity. Some artificial means of 
transcending the limits of human 
capacity had to be provided, and 
improved methods of accounting 
were introduced as one of the aids. 
Statem ents of business condition 
were required more frequently 
than  once in the year. Mechanical 
devices were adapted to the needs 
of the office. The division of labor 
which had been worked out in the 
factory was introduced into the 
counting room. In the second 
place, commerce and industry be­
came material factors in social 
progress. In my own country, for 
illustration, the percentage of the 
total working population engaged 
in agriculture in 1880 was 72 per 
cent, while industry engaged the 
services of the  remaining 28 per 
cent. Forty years later, these per­
centages were exactly reversed, 
during this period, commercial 
schools, both secondary and higher 
institutions of learning, grew in 
size and importance. The agencies 
of education in accounting for 
those who were to engage in the 
public and private fields developed 
correspondingly in number and im­
portance.
It  is a hopeful sign of progress 
when accountants from so many 
nations assemble here to exchange 
views and experience and to com­
bine in a happy conspiracy for the 
advancement of the profession.
It is appropriate that an Inter­
national Congress of Accountancy 
should hold its sessions in the 
Netherlands whose merchants have 
exhibited to the world for so many
By JOHN THOMAS MADDEN, B. C. S.,
A. M., C. P. A., Dean of the School of 
Commerce, Accounts and Finance, and 
Professor of Accounting, New York 
University.
E ditor’s Note: This address was de­
livered a t the International Accountants 
Congress in Am sterdam  in July, 1926. 
A complete record of all the addresses 
delivered a t th is Congress will appear 
shortly from  the press of the A. W. Shaw 
Company, Chicago, Illinois.
centuries those high qualities of 
initiative and honorable business 
dealing which have been an ex­
ample to merchants everywhere. 
And what city shall more properly 
claim the privilege of welcoming 
us than this great metropolis which 
has occupied such a prominent 
place in commercial history ? It  is 
equally fitting that this Congress 
should give some consideration to 
the question of education although 
it may appear incongruous that an 
accountant who comes from a coun­
try where the profession has been 
established so recently should be 
selected to read a paper on this 
topic.
With your kind indulgence I 
shall describe to you as briefly as 
possible the history of the profes­
sion in my own country. I  do this 
for two reasons: F irst, because I 
hope that it will be of interest to 
you, and second, because it is the 
background of what I  shall have to 
say upon the subject of education.
The legal recognition of our pro­
fession in the United States dates 
from 1896, in which year the legis­
lature of the State of New York 
enacted the first certified public 
accountant law. From that date 
onward, the legislative assemblies 
of the other States in our Union 
passed laws more or less fashioned 
after the New York statute. 
Through the courtesy of the Uni­
versity of the State of New York, 
it is my privilege to distribute to 
the delegates, copies of a booklet 
prepared by the University which 
contains an excerpt from the State
law governing the issue of the cer­
tified public accountant certificate; 
a detailed statement of the prelimi­
nary education required of all who 
sit for the examinations; the con­
ditions which must be complied 
with in the matter of professional 
experience; and finally a summary 
of the requirements demanded un­
der the laws of the other States in 
our Union, including also the D is­
trict of Columbia, the Philippine 
Islands and the Territory of 
Alaska. Sim ilar handbooks are 
prepared for the professions of law, 
medicine, dentistry and engineer­
ing.
At this point I  should explain to 
my European friends that the Uni­
versity of the State of New York 
is the body created by the legis­
lature of the State to supervise and 
control public education within the 
State. It should be distinguished 
from New York University which, 
in company with my good colleague, 
Professor J. Anton de Haas, I have 
the honor to represent. The latter 
is  a privately endowed institution 
of higher education, and as such is 
an independent body. The regents 
of the University of the State of 
New York are entrusted with cer­
tain responsibilities under the law 
relating to public instruction, and 
among these is the regulation of 
the practice of professions. The 
regents of the State University 
make rules for the examination of 
those who apply for the certified 
public accountant license. It  should 
also be explained that education is 
not controlled by the Federal or 
National Government but by the 
legislative assemblies of each of 
the States which make up the 
American Union. Our European 
friends who have not familiarized 
themselves with the organization 
of our Government should know 
that the several States composing 
the Union have reserved to them­
selves all rights and privileges not 
expressly conferred upon the Fed­
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eral Government by the Constitu­
tion of the United States. Thus 
it is that the regulation of the pro­
fessions of law, medicine and engi­
neering as well as accountancy is 
left in the hands of the individual 
States. For this reason also the 
examinations of those who are to 
be licensed as certified public ac­
countants are conducted by boards 
of examiners appointed under the 
laws of the States instead of by ex­
aminers appointed by professional 
societies. Moreover, the law does 
not prohibit the practice of ac­
countancy by those who are not 
licensed as certified public account­
ants. Anyone may practice ac­
countancy who can secure a clien­
tele but the law does prohibit such 
a person from using the title “cer­
tified public accountant” or any ab­
breviation thereof unless he has 
passed the examinations set by the 
State Board.
This condition of affairs is not 
without its disadvantages. Forty- 
eight separate States may have as 
many varying requirements. A 
certified public accountant of one 
State can not use his title in an­
other State unless he is licensed 
by that State. Perhaps in time we 
may have a uniform law and less 
divergency in requirements and in 
examinations. There are many 
circumstances which militate 
against a uniform examination. 
The States vary widely in many re­
spects, some being predominantly 
agricultural, others predominantly 
industrial, etc. However, those of 
you who have any experience in 
Government will recognize that it 
is  no small task to get forty-eight 
separate State governments to en­
act such legislation as we already 
have secured.
In most of the States, local so­
cieties of professional accountants 
have been organized and these 
bodies meet from time to time to 
discuss matters of professional in­
terest. We also have two national 
organizations of practitioners. The 
older of the two is  the American 
Institute of Accountants, admis­
sion to which is conditioned princi­
pally upon passing the examina­
tions set by the Institute. The 
other society is composed of those 
who have been licensed by the sev­
eral States and the possession of 
a certified public accountant license 
is the essential prerequisite for 
membership in The American So­
ciety of Certified Public Account­
ants. There is  also a very flourish­
ing organization known as the Na­
tional Association of Cost Account­
ants which includes in its member­
ship those who are interested in 
cost accounting, whether engaged 
in public practice or private em­
ployment. The publications of this 
society are excellent and practical 
documents and the association is 
accomplishing a very valuable 
service.
The earliest reference in our law 
to the subject of bookkeeping and. 
accounting insofar as the educa­
tional aspect is  concerned, is found 
in a  statute enacted by the legisla­
ture of the State of Massachusetts 
in 1826, which ordained that every 
town of 500 families should provide 
a master to give instruction in sev­
eral subjects of secondary school 
grade, the first mentioned being 
the history of the United States 
and bookkeeping. Thus, at this 
early date, the importance of in­
struction in the keeping of accounts 
was recognized. One would sup­
pose that the interest in the sub­
ject of keeping accounts at such 
an early date in our history would 
have resulted in a literature of 
growing importance and scholarly 
character, but unfortunately this 
did not take place. In fact, until 
about 15 years ago, we had nothing 
of our own beyond some elemen­
tary texts on bookkeeping. The 
works of Lisle, Dicksee and Daw­
son and the publications of Gee and 
Co. were the principal text-books 
used by our colleges and universi­
ties up to 1910. Since that date, 
however, we have developed a 
literature of our own on the sub­
ject which reflects credit on our 
profession and which compares 
favorably with that of other na­
tions. The first noteworthy books 
that may be mentioned are Profes­
sor Hatfield’s book entitled “Mod­
ern Accounting,” and the American 
edition of Dicksee’s Auditing which 
was published by Colonel Robert H. 
Montgomery, who is  also on our 
program at this Congress.
In the year 1900, the New York 
State Society of Certified Public 
Accountants induced New York 
University to organize its School of 
Commerce, Accountants and F i­
nance. These far-sighted account­
ants clearly recognized that if  ac­
countancy w as to rise to the dig­
nity of a profession, the future 
members of it must be university 
trained men. And so, the society 
underwrote the possibility of finan­
cial failure by guaranteeing the 
University against any loss from 
the operation of such a school. The 
first dean of the school was an ac­
countant, Charles Waldo Haskins, a 
member of the well known inter­
national firm of Haskins and Sells. 
He continued to act a s Dean until 
his untimely death in 1903. He 
was a wide-visioned, cultured gen­
tleman and his influence and untir­
ing interest in this new project 
were responsible for the successful 
inauguration of the first strictly 
professional school of business in 
the United States. Time will not 
permit me to reproduce for you the 
first course of study. Suffice it to 
say that the State Society main­
tained that the professional ac­
countant who was to serve his com­
munity well, must not be a narrow- 
trained juggler of figures but on 
the contrary he must possess some 
knowledge of the whole field of 
business in addition to training in 
his special vocation.
With the improvement in educa­
tional facilities, there followed in 
natural order a corresponding im­
provement in the personnel and 
character of those engaged in the 
profession. At one time in our 
country it used to be said, in dis­
tinguishing between a bookkeeper 
and an accountant, that “an ac­
countant was a  bookkeeper out of 
a job.” Business men did not dis­
tinguish between the trained ac­
countant and the skilled book- 
keeper. This is not true today. 
The requirements for employment
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in the offices of our practitioners 
have become more exacting. There 
has been noteworthy progress in 
the quality of the work produced. 
A code of ethics has been promul­
gated. In fact, we can truthfully 
say that the contribution which the 
accountant makes to social welfare 
today ranks as high a s  that of the 
attorney or the engineer. To a 
great degree future progress will 
be conditioned by the educational 
requirements that shall be enacted. 
The great weaknesses in our coun­
try at the present moment are the 
lack of a proper liaison between the 
State examining boards and the 
schools on the one hand, and be­
tween the practitioners or their 
professional societies and the 
schools on the other.
Our profession has passed 
through a process of development 
not unlike that of other profes­
sions. The art of healing was for­
merly practiced as an applied art 
with very little or no background 
of scientific training. Surgery, 
such as existed, was within the 
province of the barber. All applied 
activity with the advance of time 
resolves itself into a science. The 
notary became a law yer; the healer 
became a doctor; out of the re­
searches of the alchemist grew the 
science of chemistry. Certain laws 
were discovered in the applied art 
of healing which were formulated 
and organized into a scientific body 
of information. Then it was dis­
covered that these laws could be 
taught in the school and our great 
medical schools were established. 
The science of law likewise was 
studied in the office of the practi­
tioner and later in due course, our 
great schools of law grew up. Thus 
we see that the historical develop­
ment of applied art in any field fol­
lows a typical process. Science and 
the school are inextricably inter­
woven. There were no schools of 
accounting at first. The beginner 
apprenticed himself to a practi­
tioner and served his time under 
the master. The young man who 
entered business or trade likewise 
expected to be taught in the school
of experience. Experience keeps a 
good school but it is often a costly 
school—a time consuming and 
wasteful process—especially when 
the whole of experience is to be ac­
quired there. Any process that 
shall shorten the time required for 
perfection, or that shall reduce the 
cost of training is a socially justi­
fiable expedient, and an economic 
necessity. In logical order then, a 
scientific society is organized to en­
courage higher standards, to guide 
professional education, to promote 
research, to stimulate perfection in 
the art, to establish a code of 
ethics. These societies in conjunc­
tion with the schools preserve the 
discoveries of the past, improve 
upon the methods of predecessors 
and lay the foundations for future 
progress. Thus does art lead into 
science, and, ultimately, through 
research and discovery, science 
brings back to applied art new 
methods and new processes.
But there is a further distinc­
tion to be noted. One may study 
the principles of a science in a 
school or in a laboratory and be 
skilled in the science but at the 
same time possess no skill in the 
practice of the art which depends 
upon that science. Skill in a science 
does not imply skill in the related 
art. One may be skilled in the 
science of harmony and yet not be 
able to play a note on any musical 
instrument. Another may be 
skilled in the science of medicine 
and yet practice the art of healing 
very imperfectly. Likewise one 
may be skilled in the science of ac­
counts and yet practice the art 
most imperfectly. We have learned, 
therefore, that there is a limit to 
the effectiveness of a school. It is 
unwise to turn a young man loose 
from the medical school, diploma 
in his hand, and permit him to 
practise the art of healing before 
he has endured a period of practical 
experience in a hospital. Likewise, 
the law student who may succeed 
in passing the examinations at the 
bar, but who essays to practice be­
fore he has perfected himself in 
the mechanics of the law, is not
likely to represent successfully the 
interests of his client. The gradu­
ate of the polytechnic institute is  
not to be entrusted at once with 
the execution of great engineering 
projects. There is, therefore, a dis­
tinct limitation to the training 
which a young man who aspires to 
be an accountant may obtain from 
the school. There must always be 
a period of apprenticeship which 
will proceed either collaterally with 
academic training or follow such 
training.
There is a  great deal of virtue in 
the apprenticeship method under 
which a young man is articled to an 
established firm which he is ex­
pected to serve for a period of 
years without compensation or 
even upon payment of a bonus. I f  
he diligently applies himself to 
study, he is supposed to be able to 
pass the required professional ex­
aminations. For one thing, this 
method has a steadying effect upon 
the young man because he can not 
flit from one office to another upon 
the slightest pretext. This method 
also serves to reduce the labor 
turnover in the office of the practi­
tioner, because the practitioner 
knows that he may expect a defi­
nite term of service from one so 
articled. Moreover, the apprentice 
is a liability and not an asset for a 
portion of his initial service and 
this method provides some fa ir  
measure of recompense to the prac­
titioner for the time and cost ex­
pended in educating the apprentice. 
The latter, on the other hand, may 
reckon upon a certain amount of 
training under the close scrutiny of 
the master. Nevertheless, the ap­
prenticeship plan has certain dis­
advantages. Not all offices are 
alike either in the quality of work 
or richness of experience to be 
gained and it follows necessarily 
that the quality of the training will 
vary widely. The best offices are 
most sought for and command the 
highest premium. This works to 
the disadvantage of the poor boy. 
In the United States there has al­
ways been a natural antipathy to 
the idea of apprenticeship which.
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prevented the practitioner from 
enjoying the benefits which the 
system confers and deprived the 
apprentice of the advantage which 
he in turn enjoys from the interest 
and obligation of the master.
The development of the profes­
sion in the United States took a 
different method. The profession 
was recruited from all walks of 
life. At first, there were no stand­
ards and, in truth, standards at the 
outset would have been impossible 
of attainment. There were, there­
fore, all sorts and conditions of 
antecedent preparation and train­
ing. During the last 15 years a 
large number of university trained 
men have entered the profession. 
These men possess an excellent 
background of cultural and profes­
sional training with which to start 
their careers. The period of orien­
tation is  shortened and men of this 
type adapt themselves more read­
ily to their places in the profes­
sional organization. There is less 
responsibility on the part of the 
practitioner in the matter of train­
ing but this has resulted in expect­
ing altogether too much from the 
schools. Some of our public ac­
countants have said to me that the 
schools ought to turn out men so 
well trained as to be capable of im­
mediately doing responsible work 
as members of the staff without 
direct supervision. I do not agree 
with this view. There are distinct 
limitations to the extent to which 
we of the school can bridge the gap 
between theory and practice. The 
school can not reproduce in its prac­
tice work all of the conditions that 
will be encountered in the daily life 
of the accountant. The accountant 
must often depend upon his sixth 
sense which is developed by experi­
ence and field training. Undoubt­
edly, the study of military science 
can be undertaken in a w ar college 
but there are times and occasions 
when we must rely upon the ex­
perienced veteran to determine 
whether this plan of campaign or 
that is the one to be adopted. It 
is my firm conviction that the 
school can not assume the sole re­
sponsibility. Training in the school
must be supplemented by actual 
field experience under the skillful 
supervision of the practitioner.
Training in the school, however, 
does serve to overcome the glaring 
weakness of the apprenticeship 
system which has a tendency to 
slow up the development and vision 
of the apprentice who may serve a 
long period before he will have an 
opportunity of coming into contact 
with those larger problems of or­
ganization and management which 
modern business presents for solu­
tion. The weak point in the armour 
so fa r  as the American system of 
professional training is concerned 
is in the matter of practical field 
experience for the beginner in the 
profession. In most offices there 
is a great amount of work incident 
to the close of the calendar year. 
By fa r  the great majority of busi­
ness concerns close their financial 
books at the end of the calendar 
year notwithstanding that some 
other date for closing might as well 
be selected. This results in a great 
volume of work during the six 
months from October to April and 
a dearth of work during the rest 
of the year. Temporary staffs are 
recruited to handle the peak of the 
load and these are dismissed as 
soon as the pressure is over. This 
works to the detriment of the be­
ginner and in my opinion works 
also to the detriment of the service 
which the public receives from the 
accountant. I regret to say that 
very little has been done by our 
practitioners to remedy this defect. 
There are many offices, of course, 
where this condition does not ob­
tain and I  do not mean to infer that 
all offices follow this practice but 
it is  altogether too common and 
the practitioner is not making 
proper effort to overcome the dif­
ficulty.
This state of affairs is all the 
more regrettable because the pro­
fessional accountant can not be too 
well trained. We should offer every 
reasonable inducement to Univer- 
sity trained men to enter the field 
if  they are temperamentally and 
otherwise qualified. But where 
there is little encouragement on
the part of the practitioner, it will 
necessarily follow that the profes­
sion will not attract the best of the 
University product to itself. The 
American Institute of Accountants 
has appointed a committee to study 
the situation and devise ways and 
means by which the requirements 
of practitioners may be met and at 
the same time offer to the account­
ancy student an opportunity of en­
joying adequate financial recom­
pense while he is serving a s an ap­
prentice. This may take the form 
of modified apprenticeship for a 
period of say three years, during 
which the student will enjoy a pro­
gressive increase in his stipend if 
his work is satisfactory. The 
agreement may be broken for cause 
by either side. There is no profit 
or advantage in holding an unwill­
ing student to a contract of em­
ployment. Although there will 
probably be an increasing number 
of university trained men in our 
offices in the United States, this 
does not mean that they will 
preempt all the opportunities. 
There will be many who will come 
into the profession through the ex­
perience route, particularly those 
who have suitable inherent apti­
tudes, but I  believe that a secon­
dary school education should be the 
minimum requirement for employ­
ment.
If  we shall accept the principle 
that a secondary school education 
shall be the minimum requirement, 
may we not advance a step further 
and demand more extensive educa­
tional preparation? A profession 
is a calling for which one prepares 
himself by a course of broad and 
liberal study supplemented by ade­
quate technical training, the whole 
undertaken with service to society 
a s  the end in view. If  we are to 
insist that those who are to become 
members of this profession shall 
possess educational qualifications 
beyond the secondary school, of 
what shall this training consist?
I venture the opinion that many 
different answers w ill be given to 
this question. In the first place, 
those who have had the good for­
tune to enjoy training in the liberal
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arts will be likely to insist upon a 
program of studies similar to that 
which they pursued. Most of us 
have a tendency to be partial to the 
kind of training which we individu­
ally experienced. Those who were 
trained under the older disciplines 
may not willingly concede any v ir­
tue to the newer disciplines. I 
have ceased to believe long since 
that there is a special merit in one 
form of discipline over another. 
We may allow the classicists to 
fight it out with the scientists with­
out involving ourselves in the w ar­
fare. I shall content myself with 
submitting some suggestions as a 
basis for discussion but I  am fully 
aware that the conditions which 
prevail in each nation must after 
all govern and control the program 
of education.
We shall assume all will agree 
that the accountant shall receive a 
thorough training in the grammar 
and literature of his own country. 
This is the least requirement of the 
professional accountant. In addi­
tion he must acquire facility in 
writing so that his reports shall 
be models of clearness and good 
taste. There is  no sound reason 
why an accountant’s report should 
be the drab and uninteresting doc­
ument it frequently is.
Economics is the science of busi­
ness. I f  accountants may be criti­
cised for one fault more than an­
other, it is on the score of failure 
to apply economics to accounting. 
Proper training in public and pri­
vate economy is as essential as 
training in accounting. As a  class, 
accountants have been justly con­
demned for being too engrossed in 
their daily work to the exclusion 
of public affairs. Many practition­
ers have contented themselves with 
enough background and no more to 
pass examinations in economics. 
They have given no thought to the 
larger problem of applying eco­
nomic principles to the business of 
the clients resorting to them. It 
does not require a high order of in­
telligence or training to certify to 
the correctness of a balance sheet 
if this is to be the full scope of the 
service rendered by the practi­
tioner. The client has a right to 
expect that his professional advisor 
will not only render service in those 
matters having to do with the ac­
counts but more than this, he 
should receive from his accountant 
helpful advice on questions of busi­
ness policy, business and financial 
conditions, problems of financial 
conditions, problems of finance and 
management whenever he seeks 
such aid. Collectively the members 
of the profession possess a  valu­
able wealth of economic data which 
remains buried in the audit papers. 
Has any organized effort ever been 
made to collect this information 
and make it available to the profes­
sion and through its members to 
the public which we serve? Why 
should we not endeavor to follow 
the practice of the medical profes­
sion in making public, with such 
safeguards as will suggest them­
selves in our case, the wealth of in­
formation which is obtained from 
the documents and records of cli­
ents? Every client will benefit by 
such a form of public service be­
cause whatever may be done to re­
duce the element of risk  and un­
certainty in business promotes the 
best interests of society. May we 
assert that we are members of a 
profession while at the same time 
adopting a policy of narrow provin­
cialism ? I dare say, that some of 
my audience will counter with 
numerous objections and dismiss 
the proposal as a visionary and 
wholly impractical scheme quite 
characteristic of the sort of thing 
which one may expect from a col­
lege professor. And yet I  am con­
fident that something of this na­
ture will take place before many 
years have passed on. We shall be 
on the defense until we either 
adopt some such procedure or ad­
vance more cogent and compelling 
reasons in support of our present 
position.
The relation of government to 
business becomes more significant 
as society becomes more complex. 
In one way or another government 
is regulating the daily lives of citi­
zens to an increasing extent. Law s 
relating to foreign and domestic
trade, income, and profits tax la w s; 
price regulation, regulation of pub­
lic utilities, tariff laws—all are ex­
amples of the manner in which 
business is circumscribed and 
hedged in by governmental inter­
ference. Social experiments of 
alarming magnitude are under­
taken and the tendency toward 
further hampering restriction 
seems to be world-wide. Political 
science, public and private economy 
and history are surely proper sub­
ject matter for the educational 
preparation of the professional ac­
countant if  he is to render adequate 
service to modern business.
The course of study should also 
include formal instruction in pro­
duction, factory management, per­
sonnel administration, finance, both 
public and private, history and the­
ory of banking, marketing meth­
ods and processes. I  would even 
go so far as to urge that the public 
examinations embrace all of these 
fields of knowledge unless the stu­
dent shall complete satisfactory 
courses in an institution of recog­
nized standing. I f  accountancy is 
to be a profession, and not a busi­
ness, we must insist upon a broad 
and liberal course of study as a 
prerequisite for admission.
Then in addition the accountant 
must be well versed in the law. Not 
that he should undertake to invade 
the field of the member of the bar 
but he should know the law and at 
least be able to advise his client 
when to seek legal advice. In some 
countries, the accountant is called 
upon to render service as a  receiver 
in bankruptcy, and to act in other 
fiduciary capacity. The chemist 
and the physicist are playing im­
portant roles in modem industry. 
Some elementary knowledge of 
these sciences on the part of the 
accountant is becoming more neces­
sary  each day.
We come now to the purely tech­
nical aspects of the accountant’s 
training. After all the science of 
accounts rests on two very simple 
principles—the relation of debit 
and credit; and the distinction be­
tween capital and revenue. We are 
concerned with only two books—
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the ledger and the journal. E le­
mentary as these appear to be, we 
know that candidates in the exami­
nations find them difficult enough. 
What part does the school play in 
the instruction of accountants in 
respect of technique? By  practice 
work in the classroom the student 
may be trained in analysis. He 
may be taught how to reason from 
the abstract; to express facts 
clearly and in technical form ; to 
interpret a given set of facts which 
shall bear as close an approxima­
tion to practice as is possible. The 
fundamentals of costs may be ex­
plained ; the special phases of part­
nerships and corporations may be 
illustrated. Certain general pro­
cedures in the art of auditing may 
be taught but at this point in my 
opinion we can not bridge the gap 
successfully between theory and 
practice in the classroom. Con­
structive accounting or system 
work is another illustration of the 
inadequacy of the classroom. It is 
of small use to fill a student’s head 
full of systems installed in differ­
ent types of businesses, because 
those of us who are engaged in 
practice know it is a blind and fu­
tile proceeding to adopt in toto, a 
system from one organization and 
install it in another without first 
making a careful preliminary sur­
vey of all conditions and relevant 
circumstances. In conclusion, per­
mit me to say that I  have attempt­
ed in this paper to portray for you 
conditions as they exist in my own 
country; to show you in a general 
way what progress we are making 
in solving the problems which con­
front us. I have outlined what ap­
pears to me to be the broad general 
objectives of a course of study 
leading up to admission to the pro­
fession. Each nation has its own 
individual conditions which must 
finally determine the aims and ends 
of education for the profession. 
The busy practitioner does not take 
time to meditate and reflect, as he 
should, on this most important sub­
ject. But the fact that we have 
assigned a place on our program to 
the questions is, I  am convinced, 
an evidence of our firm intention
not to neglect it. The accountant 
will be called upon to play an in­
creasingly important role in mod­
em business if  he qualifies himself 
to do so. To this end then he must 
give his hearty support to a sound 
and consistent program of educa­
tion.
I  take pleasure in distributing to 
the delegates copies of the bulletin 
of the School of Commerce, Ac­
counts and Finance of New York 
University. A perusal of this bul­
letin will indicate how we are try­
ing to solve the problem of educa­
tion for business and for account­
ancy. Throughout the length and 
breadth of our country, many other 
institutions of higher learning are 
providing instruction to thousands 
of students more or less similar in 
character to that set forth in our 
bulletin. We submit these, not in­
deed as models for others to follow, 
but rather to show in a concrete 
way what we are doing and the 
progress made so far. Much more 
remains to be done before we reach 
even hailing distance of perfection.
I  am convinced that we have made 
a fa ir  start even though it was a 
late one.
TEAM PLA Y AND PRO GRESS
(Continued from  page 267.)
borrowed his tools, his methods 
and his ideas from the other side 
of the ocean, and when such a thing 
as an industrial America was only 
a hope and a dream.
Today we have reached the point 
where the manufacturers of the 
older nations come to us for our 
tools, our methods and our ideas 
and their workmen journey over 
the ocean to discover the secret of 
the prosperity which the workers 
of America enjoy.
I f  we can keep clearly in our 
minds the tremendous distance 
which we have traversed in a few 
short years and the success which 
on the whole has crowned our ef­
forts, there will be little that the 
demagogue or the charlatan can do 
to disturb the steady progress of 
the American nation.
With management and labor 
working together to increase the 
productivity of American factories, 
with every part of our industrial 
structure cooperating to perfect 
the processes of business, we can 
move steadily forward to even 
better things, toward a future 
which will be. rich with deserved 
achievement.
NEW YORK LABOR LAWS 
ENACTED IN 1926
CHAPTER 706
AN ACT To amend the penal law, in  re ­
lation to communication of inform a­
tion secured in the course of employ­
ment.
The people of the State of New 
York, represented in Senate and 
Assembly, do enact as follows: 
Section 1. Article fifty of the 
penal law is hereby amended by 
adding thereto a new section to fol­
low section five hundred and fifty- 
three, to be section five hundred 
and fifty-four, to read as follows: 
554. Communication of infor­
mation obtained in the course of 
employment. Any person who hav­
ing obtained or derived informa­
tion in the course of his employ­
ment, from the books of account 
or from records, papers or files be­
longing to or in the custody of his 
employer, publishes, circulates or 
in any other manner discloses such 
information without the consent of 
such employer, or threatens so to 
do, or aids or encourages such pub­
lication, circulation or disclosure, 
or threatens to aid or encourage 
the same, and any person who 
knowing or having reason to be­
lieve that such information was so 
obtained or derived, publishes, cir­
culates or in any other manner dis­
closes such information without 
the consent of such employer, or 
threatens so to do, or aids or en­
courages such publication, circula­
tion or disclosure, or threatens to 
aid or encourage the same, is guilty 
of a misdemeanor.
2. This act shall take effect im­
mediately.
Approved April 30.
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C. P. A. Examination Questions, Michigan
COMMERCIAL LAW 
F irs t Day—8-12
1. A. Give the elements of a valid con­
tract.
B. W hat is the distinction between
implied and quasi-contracts?
C. Give definition of conditional
sales contract.
D. W hat is m eant by novation?
2. A. W hat is the difference between a
paten t, a  trade-m ark, and a  
copyright, and w hat are the 
legal definitions of each?
B. In w hat court are infringem ents 
of patents tried?
3. A. W hat is the righ t of em inent
domain ?
B. W hat is a  w agering contract?
C. Explain difference between a
w agering contract and an in ­
surance contract.
D. W hat is m eant by insurable in­
te re st ?
4. A. W hat is a real estate m ortgage ?
B. W hat is the effect of usury upon
a  m ortgage?
C. How m any methods of foreclosure
of m ortgages are perm itted in 
Michigan ?
D. S tate w hat you know about the
rule of inverse order of fore­
closure of a  real estate  m ort­
gage.
E. W hat is m eant by the term  m ar­
shaling of assets as relates to 
the m ortgage law ?
5. A. Give definition of an estate  in
rem ainder and one of reversion.
B. W hat is the law  of Michigan w ith
reference to perpetuities ?
C. W hat is m eant by riparian  righ ts ?
D. W hat is an estate  by entirety ,
tenancy in  common and joint 
tenancy ?
6. A. Define a nuncupative will and
distinguish between th a t and a 
holographic will.
B. W hat are the necessary requisites
to a  valid will?
C. Define a  g ift causa M ortis and a
g ift In ter Vivos.
D. Does the invalidity of certain
clauses of the will, invalidate 
the whole?
E. W hat is m eant by the term , Ad­
m inistrator w ith will attached ?
7. A. Give your definition and distinc­
tion between the Federal In ­
come Tax, Federal Inheritance 
and the S tate  Inheritance Tax 
Laws.
B. W hat is m eant by the term , capi­
ta l net gain, in  the Income Tax 
Law ?
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C. W hat do you m ean by the term ,
obsolescence ?
D. Name the  provisions under the
law in relation to net earned 
income ?
E. Give the exemptions under the
1926 Act.
F . M ust a  partnership  file income
tax  re tu rns?
8. A. Define a  hom estead and w hat are
the exemptions under the bank­
ruptcy law s?
B. W hat procedure m ust a  corpora­
tion follow when going into 
bankruptcy ?
C. Define a preference.
D. Who m ay not file a  petition in
bankruptcy ?
E. Upon w hat court or courts does
the jurisdiction in  bankruptcy 
vest?
9. A. D istinguish between a tru s t and
a use.
B. W hat is a  Cestue Que tru s t?
C. Name the essential elements of a
trust.
D. Define a  constructive and a re­
sulting tru st.
E. W hat is m eant by the sta tu te  of
lim itations ?
F. Who has jurisdiction over the
subject of tru s ts?
10. A. W hat is the difference between a 
private, municipal and quasi 
public corporation?
B. W hat is m eant by a De Facto of­
ficer ?
C. Can a  stockholder bring suit
aga inst the corporation to com­
pel i t  to perform  certain of its 
contracts with other persons ?
D. How is a  corporation dissolved?
E. In whom is the voting power of a
corporation vested?
F. W hat is a  foreign corporation?
PRACTICAL ACCOUNTING 
F irs t Day—2-6 
Problem (1 )—20 Credits
The financial statem ent of the “A” 
M anufacturing Company on Ju ly  1, 1919, 
was as follows:
Cash .................................  $2,000
Accounts receivable ...  6,000
Materials ......................  70,000
Work in progress ....  15,000
Finished goods ............. 80,000
Unabsorbed burden .....  1,500
Prepaid items ............... 1,500
Equipment, etc........ ....... 150,000
Total a s s e ts ................  $326,000
Notes p a y a b le ................  10,000
Accounts payable ........  15,000
Total liabilities ____ 25,000
Capital stock ................  250,000
Surplus .................... ......  51,000
Total p roprie tary  
in te rest ..................  301,000
The company reta ins you to install a  
cost accounting system  and you decide 
upon the controlling account type—a  
self-balancing cost ledger.
The system  is duly installed. A t the  
end of the first six m onths’ period you 
are called in to make the closing en tries 
upon the books and to compile the usual 
operating statem ent.
You find the following item s, am ong 
others, th a t are to be given your con­
sideration :
M aterials purchased .....................$250,000
M aterials requisitioned by de­
partm ents ...................................  300,000
Labor:
Productive ...............................  130,000
Nonproductive ....................... 20,000
Heat, light and power ................  15,000
Rent ..................................................  12,000
Insurance .....................................  3,000
Taxes ...........................................  6,000
Depreciation ................................ 5,000
Repairs ....................................... 2,500
Sundry factory  expense ..............  11,500
Selling expenses ........................... 80,000
A dministrative expenses ............  30,000
W ork in process completed ........ 520,000
Cost of goods s o ld ......................... 500,000
Sales ..... ................... .........................  600,000
The adm inistrative expenses are to be 
divided equally between the factory  and 
sales departm ent. Burden is distributed 
on the basis of productive hours, and the 
ra te  given the factory  superintendent 
was 20 cents per hour. The productive 
hours fo r the period to ta l 445,000.
The physical inventories, taken to  
verify  the cost records, revealed the fol­
lowing am ounts on hand December 31, 
1919:
M aterial .............................. ..... .....  $45,000
W ork in process ....... .....................  16,000
Finished goods ...............................  99,000
You are asked (a) to  make the entries 
necessary to open the cost ledger on the 
basis named, (b) to record the proper 
facts in the cost ledger, (c) to close the 
cost ledger a fte r m aking necessary ad­
justm ents, and (d) to prepare the oper­
ating  statem ent fo r the six m onths’ 
period.
Problem (2 )—20 Credits
The Jones Investm ent Company on 
June 30, 1915, obtained a controlling in­
te rest in three operating companies, viz., 
“A” Company, “B” Company, and “C” 
Company.
The balance sheets of the four com­
panies as a t  June 30, 1916, are as fol­
lows:
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Debits
Investments in other companies:
A Co.—60 per cent interest
(Cost $900,000) ........ ............... .......
B Co.—75 per cent interest at c o s t ....
C Co.—80 per cent interest at c o s t ....
Advances to A Co............................................
Advances to C Co. .........
Cash ........................  ...... ...
Accounts Receivable .........
Inventories ............. ..........................................
Plant ...................................................................
Deficit .................................................................
Jones Invest­
ment Co.
 $1,000,000 
600,000
400,000
100,000
50,000
50,000
A Co. B Co. C Co.
$100,000
100,000
200,000
1 ,000,000
$10,000 $50,000
50,000 100,000
100,000 50,000
600,000 400,000 
*40,000
Capital Stock ..........
Jones Investment Co. 
Surplus ........................
The surplus and deficit accounts as 
shown above may be analyzed as follows:
2 ,200,000 1,400,000 800,000 600,000
Credits
...... $2,000,000 $1,000,000 $800,000 $400,000
100,000 50,000
200,000 300,000 150,000
2 ,200,000 1,400,000 800,000 600.000
Balance to June 30, 1915 ......................
Surplus income:
Six months to December 31, 1915
Six months to June 30, 1916 ........
Increase in value of A Co. sto ck ..........
Dividends paid January, 1916 ..............
Balance June 30, 1916 ....................
*Indicates debit.
Prepare a consolidated balance sheet 
of the four companies as at June 30, 
1916.
A statement of the consolidated earn­
ings and surplus account for the year to 
June 30, 1916, is not required, but may 
be submitted if  desired.
In prepairing the balance sheet the 
following additional facts should be con­
sidered :
(1) The holding company has no other 
source of income than the dividends from 
the subsidiaries, which have been taken 
on to its books when received.
(2) In accordance with a resolution of 
the Board of Directors of the Jones 
Investment Company, the following en­
try w a s . made on the holding company 
books at June 30, 1916.
Dr. Investment in A Co...............$100,000
Cr. Surplus ......................................  100,000
(3) The inventories of the “A” Com­
pany include $100,000 of stock purchased 
from “B” Company in 1916. The cost of 
these goods to the “B” Company was 
$90,000.
(4) Part of the plant of the “C” Com­
pany was built by the “A” Company in 
September and October, 1915, at a cost 
of $80,000. For this work the “A” Com­
pany charged the “C” Company $95,000.
(5) In February, 1916, part of the 
equipment of the “B” Company, which 
was carried on the books at the cost 
price of $50,000, was destroyed by fire. 
The only entry that has been made in 
respect to this loss was to credit the 
plant account with the salvage of $5,000.
$100,000 $200,000 $4,000 $100,000
180,000 46,000 25,000
217,500 220,000 *40,000 25,000
100,000
*217,500 *300,000 *50,000
200,000 300,000 40,000 150,000
Problem (3 )—10 Credits
You are requested to audit the books 
of the “A ” Company, engaged in the 
business of buying second mortgages, at 
the end of a period of six months and 
you find the following conditions relative 
to the mortgages purchased during the 
period:
Mortgages purchased, all dated July 1 
and set up at face value, classified as 
follow s:
1-year term ................................ . $25,000
2-year term .....................................  25,000
3-year te r m ....... ................ .............  25,000
75,000
The costs to the company for these 
three classes of mortgages were respec­
tively:
1-year ter m ............................ ......... $22,500
2-year term .....................................  21,250
3-year term ........... .............. ..... ....  20,000
63,750
The mortgages are repayable in equal 
semi-annual installments—.
The discount has been credited direct 
to profit-and-loss.
Would you prepare your statement to 
conform to the books or would you make 
adjustments ? If the latter, indicate their 
nature and give reasons therefor.
THEORY OF ACCOUNTS
Second Day—8-12 
1. (a) State your definition of “Profit.” 
(b) Explain the two well known 
methods of determining profits 
or losses of a business.
2. A corporation is formed for the pur­
pose of dealing in real estate, 
or particularly in the sale o f 
subdivisions of properties owned 
by themselves. The stock is  
also subscribed and half of the 
subscription is paid in cash. We 
are calling upon you to install a  
system of accounting, and to 
open the books—
(a) Prepare the opening journal en­
tries.
(b) Submit classification of accounts.
3. (a) Give a list of books and records
to be kept by a mercantile cor­
poration.
(b) Explain the function of each.
4. Three companies have net worth 
and yearly profits as follows:
(x) Capital ...................................  $100,000
Profits ..................................... 50,000
(y) Capital .....................................  200,000
Profits .....................................  50,000
(z) Capital .....................................  250,000
Profits ....................... .............. 50,000
(a) Give your theory of how an amal­
gamation should be formed.
(b) Show the respective interests o f
X, of Y, and of Z, in the con­
solidated company, using a fac­
tor of 6 per cent to represent 
normal value of money.
5. What is your understanding of the  
following:
(a) Earned surplus.
(b) Paid in surplus.
(c) Capital surplus.
(d) Donated surplus.
(e) Unearned or unrealized surplus.
6. Explain the difference between 
operating and non-operating reserves.
7. A manufacturing company has fac­
tory building and equipment costing 
$100,000. They have set up depreciation 
reserve of $30,000. An appraisal made 
shows the replacement cost as $160,000, 
and the depreciated sound value a t  
$130,000.
(a) Prepare the necessary entries to
give effect to the appraisal 
figures.
(b) How would you treat the item
of depreciation on the increased 
values for determining costs.
8. A corporation sells $200,000 of first 
mortgage bonds, of which $100,000 were 
sold at 101, and the remaining $100,000 
at 99.
(a) Prepare entries to give effect to
the bond sales.
(b) State how you would subsequently
treat premium and discount.
9. A machine which cost $1,200 has 
been used for five years, and depreciated 
annually 10 per cent, which latter has 
been credited to reserve account.
(a) At the end of the first five years 
it was traded for a new machine 
which cost $1,500; an allowance 
of $300 is made on the old ma-
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chine, balance being paid in 
cash. Prepare the necessary 
entries to take care of this 
transaction.
(b) Prepare the necessary entries if  
the machine were traded for one 
costing $1,700 and an allowance 
of $700, balance in cash.
10. A shoe factory builds in its own 
plant for its own use some additional 
equipment.
What factors would you use in deter­
mining the cost of this equipment for 
the purpose of setting it on the com­
pany’s books?
ECONOMICS AND PUBLIC FINANCE 
Third Day—1-5
1. Since the passage of the 1925 in­
come tax law four bills have been intro­
duced into Congress looking to the fol­
lowing still further reductions; cut the 
personal income taxes 25 per cent, wipe 
out the automobile tax, repeal the amuse­
ment tax, and reduce the corporation tax  
from 13½ per cent to 10 per cent. If 
you were a Congressman, in what order 
would you vote for these proposals giv­
ing the reasons for your decision and 
basing your decision on what you con­
sider to be the best interests of the en­
tire country rather than merely the State 
of Michigan.
2. Roger Babson recently made the fol­
lowing statement: “A growing resent­
ment among business men against in­
creased local taxes is the most notable 
present day impression. The necessary 
increase in tax rates to cover interest 
charges, sinking funds, etc., makes in­
creased rents essential and the non­
property holder is feeling the pressure.”
B. C. Forbes in his column for today 
says: “Last year governments of various 
kinds in this country cost eleven billion 
five hundred million dollars, equal to 
fully four hundred dollars for every fam­
ily in the land.” President Coolidge, in a 
recent address to the financial officers 
of the government, said that in 1921 the 
Federal taxes were sixty per cent of the 
total taxes paid by Americans, but that 
in 1925 they were but twenty-seven per 
cent. He called attention to the fact that 
while the Federal tax load had been cut 
two billions since 1921 the local taxes 
had increased four billions during the 
same time. What suggestions would you 
make as to ways in which these rapidly 
increasing local tax problems can be met.
3. The following three quotations have 
recently appeared in business magazines. 
“The real story of whether business is 
good or bad finally rests with whether 
the mass of population is buying freely  
or restricting its purchases.” “It should 
be remembered that the cause of pros­
perity in a country is not only its ability 
to produce but its ability to consume. 
America is prosperous not only because
its labor is efficient, has great skill and 
produces a large quantity of goods, but 
also because it contains a very large 
proportion of people who want a great 
many things.” “The proper purpose of 
industry is the production of the great­
est quantity of want-satisfying goods at 
the least material  and human cost.” 
Discuss the economic theory as to the 
relative values of production and con­
sumption.
4. A leading text-book makes the fol­
lowing statement: “Economists tell us 
that profits form the last share in the 
distribution of the income derived from 
business.” Explain the above sentence, 
showing what other shares are involved.
5. An editorial of two days standing 
contains the following sentence: “An ar­
rangement which would bind the gov­
ernment of the United States to hold 
farm prices at high levels and be respon­
sible for placing in unwilling markets 
abroad, by the process of severe price 
cutting, the ever increasing volume of 
food stuffs which our people could not 
consume, naturally would work to place 
a load upon the American consumer calcu­
lated eventually to break his back.” Sec­
retary Mellon referring to the McNary- 
Haagen Farm Bill said: “It would pro­
duce the unusual spectacle of the Ameri­
can consuming public paying a bonus to 
producers with a resulting decrease in 
the purchasing power of wages.” Sena­
tor Underwood said with reference to the 
same bill: “The cost of the subsidy pro­
posed in this bill must be met like all 
costs by the ultimate consumer. I can 
not vote to tax the bread that goes into 
the mouths of workmen in the mills 
whose products I voted to place on the 
free list.” Senator Brookhart said: “The 
farmers’ troubles are due to a gigantic 
economic discrimination against agricul­
ture. The remedy is the establishment 
of a co-operative credit system, con­
trolled by the farmers, to sustain co­
operation. This system must be assisted 
in the first instance by the government 
as it has assisted other industries.” Sen­
ator Fess has proposed a bill providing 
a farm marketing board whose duty it  
would be to secure a better adjustment 
of agricultural production and the larger 
development and consolidation of farm­
ers marketing associations under their
own control. It places one hundred mil­
lion dollars of public money for working 
capital at the disposal of the farm board 
for better stabilizing their markets, im­
proving their market machinery and 
eliminating the waste in distribution. If  
you were a member of Congress, how 
would you vote on this bill and why 
would you so vote?
6. For the first time since the World 
War the world trade reached the 1913 
volume in 1925. Julius Klein, director 
of foreign and domestic commerce in the 
United States, recently made this ob­
servation: “The fever of nationalism with 
its embittered reactions against inter­
national commerce, transportation and 
finance is gradually subsiding.” What 
effect would the entire subsidence have 
on the question of foreign exchange and 
on local prices of commodities used in 
international commerce?
7. What are the respective fields of 
economics, sociology, and ethics?
8. The functions of government should 
not only deal with “Thou shalt not,” but 
also with the promotion of business was 
a sentiment expressed in a recent edi­
torial. Give illustrations of ways in 
which government, both state and na­
tional, functions in both directions.
9. The McFadden Banking Bill, which 
is now before Congress, prohibits the 
establishment of branch banks by na­
tional banks in cities of less than one 
hundred thousand population. It is felt  
in some quarters that this is discrimi­
natory legislation. Give the arguments 
both for and against branch banks.
PRACTICAL ACCOUNTING 
Second Day—2-6 
Problem (.1)—30 Credits
The “A” and “B” Company is engaged 
in the retail business of musical mer­
chandise. The majority of the sales con­
sist of installment sales of pianos and 
talking machines on which the initial 
payment is less than 25 per cent of the 
sale price and the balance payable in 
monthly installments over a period of 
three to five years. The company was 
incorporated and began business on Jan­
uary 1, 1923. The following schedules 
are submitted on the various classes of 
merchandise:
Sales
1923  .... $148,650.00 $92,475.00 $38,337.60
1924  ............................................. 163,520.00 88,535.00 39,543.50
1925   180,400.00 94,256.00 40,731.15
Purchases
1923  .....................................  106,322.37 67,432.18 27,108.88
1924  ..................................120,987.41 55,116.92 27,224.35
1925  ............. ................................  140,125.25 60,013.22 27,469.33
Inventories
1923  ..............  20,013.14 10,248.31 8,323.64
1924  ..........................................  32,105.86 15,012.83 15,299.41
1925   39,294.44 18,144.77 13,521.31
Year. Piano Install­
ment Sales.
Machine Install­
ment Sales.
Other Merchan­
dise Sales.
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A ttention is called to  the fac t th a t 
“O ther Merchandise Sales” are  sales fo r 
cash or credit not on installm ent plan.
No adjustm ents to deferred income ac­
count are made until the end of the year. 
Additions to th is income are  made a t the 
end of the year on the basis of the bal­
ance due on the curren t year’s install­
m ent sales, and deductions are  m ade on 
the basis of cash received during the cur­
ren t year on installm ent sales of previ­
ous years. The unpaid balances on De­
cember 31, 1925, on 1925 piano install­
m ent sales am ount to $110,425.50, and on
1925 machine installm ent sales am ount 
to $60,475.00—exclusive of accrued in­
terest. The following am ounts were re­
ceived during the year 1925 on install­
m ent sales of previous years:
On 1923 piano installm ent sales... $30,285 
On 1924 piano installm ent sales... 42,413 
On 1923 machine installm ent
sales ..................... ........................  25,386
On 1924 machine installm ent
The above am ounts are  exclusive of in­
te re st which is credited direct to in te rest 
revenue.
Fractional percentages m ay be d isre­
garded in com putation of ratios—over 
one-half of 1 per cent to  be added and 
less than  one-half of 1 per cent to  be 
dropped.
Uncollectible balances on 1923 machine 
installm ent sales am ounting to  $399.00 
were charged to expense on the books of 
the company and credited to installm ent 
sales contract.
Federal Income Taxes paid in 1925 
charged to surplus.
Depreciation is calculated a t the  fol­
lowing ra tes: Buildings, 2 per cent; F u r­
n itu re and fixtures, 10 per cent; Auto 
Trucks, 25 per cent.
The following is a  copy of the tr ia l 
balance as of December 31, 1925, before 
closing and before apportionm ent of de­
ferred  income on installm ent sales:
You are asked to give:
(a) The net taxable income (for Fed­
eral Tax purposes) fo r 1925.
(b) A balance sheet of the “A” and 
“B” Company as of January  1, 1926.
Problem  (2 )—10 Credits
A corporation buys fo r $600,000 an 80 
per cent in te rest in Company “X” as a t 
June 30, 1923. A t th a t date the la tte r’s 
balance sheet was as follows:
Assets
Properties (net) ........... -...... ....  $722,560
C urrent assets ....... ............ .........  428,217
Deferred charges ....................... 61,000
1,211,777
Liabilities
6 per cent cum. preferred stock
(100.00 par) ........... -................ $200,000
Common stock (100.00 par) ...... 500,000
C urrent liabilities ....................... 372,980
Surplus ................ .........................  138,797
1,211,777
The preferred dividends payable quar­
terly , have been paid regularly, the la t­
est one having been fo r the th ree months 
ended April 30, 1923. The T reasury  De­
partm ent is proposing to assess Company 
“X” an am ount of $12,500.00 fo r  prior 
years’ taxes, bu t no reserve has been 
created therefor.
F o r the year ended June 30, 1924, 
profits am ounted to $192,415.00, and 
Company “X” declared and paid a  50 
per cent stock dividend on A ugust 1, 
1924.
I t  was agreed to consolidate the bal­
ance sheets on December 3 1 , 1924, fo r  the 
first time. Outline the consolidating 
journal entries you would prepare a t  th a t 
date, and comment on any points not 
mentioned, which m ight require consid­
eration. Supposing the paren t company 
acquired a  fu rth e r  10 per cent in te rest 
in Company “X” a t  a  still la te r  date by 
purchasing m any odd lots of stock p ri­
vately  a t  substantial premiums, how 
would you dispose of such investm ents in 
a  consolidation of the balance sheets ?
ON YOUR CALENDAR 
MARK
Septem ber 2 3 , 24  
T hursday and F riday
TH E F IF T H  ANNUAL MEETING OF
T he A m erican S ociety  o f C ertified  P u b lic  
A ccountants
WASHINGTON, D. O.
A nnual repo rts  of officers, R eports of 
Com mittees, Discussion of repo rts  and 
the  w ork of the  Society, A ddresses on 
live public accounting subjects and—
sales ................................................  26,285
Debit. Credit.
Cash ....................................... .... ........................ .......................... $15,327.48
Notes receivab le ............................ ................... ...............................  2,000.00
Accounts receivable ............................ ............................................  20,842.11
Installm ents sales contracts .................................... .................... 255,418;50
Inventories .................................................................... .......... ......... 62,418.10
Liberty bonds—V ic to ry ....................... ......................................  5,000.00
Real e s ta t e ....... ................................................................ .................  10,000.00
B u ild ing ............ .............................................. ..........................................  40,000.00
F urn itu re and fixtures ................................................. .................  4,500.00
Auto trucks ...................... ....... ................. ................................... ....  3,000.00
Notes p a y a b le .................................................................................... $50,000.00
Accounts payable ............. ....................................... ...................  13,458.25
Deferred income on installm ent s a le s ...................... .... ............  83,245.70
Reserve fo r depreciation, building ............................................ 1,600.00
Reserve fo r depreciation, fu rn itu re  and fixtures ............. ....  900.00
Reserve fo r depreciation, trucks ...................................... .........  1,500.00
Capital S to c k ....................... ..............................................................  150,000.00
Surplus ............. ............... ...................................... ............................  75,556.21
Sales ................................................................ ....................................  315,387.15
Piano rentals ................................................. .............. ...................  1,785.00
In terest on installm ent s a le s ........................... ... .........................  2,035.23
In terest on L iberty bonds ............................................................. 237.50
Cash discounts on purchases .... ..................................... ........ .....  2,452.07
Purchases ..................... ......................................................................  227,607.80
Salaries, officers .......................... .. ....................
Salaries, store .....................................................
L ight and hea t ............................................... .
A dvertising ..........................................................
Truck expense ................ ...................................
Sundry store ex p en se .........................................
Salaries, office ............... ......................................
Traveling expense ........................................ .
Postage ...................................................................
Telephone and telegraph ............................ .
Insurance .................................................... ..........
Real estate and personal property ta x e s ...
Bad debts, accounts receivable ......................
Bad debts, 1923 machine installm ent sales
Repairs, sundry ............................................ ....
Donations ...................................... .......................
Cash discounts on sales ..................................
S tate franchise ta x  ..................................... .....
Capital stock ta x  ...............................................
In terest paid .......................................................
14,000.00
8,101.46
717.68 
4,015.71
508.53
2,239.17
2 ,020.00
648.50
472.30
441.40
1,309.06
2,029.69
709.66
399.00
365.68
200.00 
444.48 
187.80 
233.00
3,000.00
698,157.11 698,157.11 RECREATION
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PROBLEM 3—10 CREDITS
“A” and “B” P artnership  
COMPARATIVE BALANCE SHEETS 
F or Years Ending December 31, 1924, and December 31, 1925
Assets
December December
3 1 , 1924 3 1 , 1925
C urren t a sse ts :
Cash on hand and in b a n k s ........... .............. .......................  $27,773.34 $33,897.65
Notes receivable .......................................................................  589.93
Accounts receivable ............................................................... 20,278.00 21,864.00
Inventories .................................................................................  41,332.18 63,588.01
Total current assets ......................... ........... ...............  89,073.45 119,349.66
F ixed assets—Less depreciation .................................................  17,017.20 19,816.52
Deposit on oil purchases ....... ....................................................... 2,377.97
R eal estate—Not used in business ............................................ 4,244.03 4,366.51
D eferred charges:
Prepaid insurance ..................................................... .............  876.19 725.99
Prepaid taxes ...........................................................................  2,702.27 2,879.73
Total assets ............................ ...................................... 117,191.11 147,138.41
Liabilities
C urren t liabilities:
Accrued wages payable ........................................................  $1,201.60 $2,043.52
Accounts payable ............................................... .....................  5,962.06 10,729.83
Total current liabilities ..............................................  7,163.66 12,773.35
Custom ers’ deposits ............................................. ........................ 1,083.85 3,422.94
N et w orth ............................................................................... 8,247.51 16,196.29
“A” in v estm en t..................................................................... ............  72,629.07 87,294.75
“ B” in v e s tm e n t............................................................ ....................  36,314.53 43,647.37
Total liabilities and net w o r th ........................................ 117,191.11 147,138.41
P artn e rs’  drawings during year 1925 were “A” $34,617.96; “B” $17,308.98. 
Depreciation charged aga inst fixed assets year 1925 amounted to $1,861.68.
The net profit credited to partners fo r year 1925 amounted to $73,925.46.
P repare a statem ent of application of funds.
AUDITING 
Third Day—8-12
1. Explain the difference between—
(a) A T rial balance and a  balance
sheet ,and give the relations be­
tween them.
(b) Define:
(a) A statem ent of receipts and
disbursements.
(b) A sta tem ent of revenues and
expenses.
(c) W herein do they differ.
2. Show by examples, using nam es of 
accounts w ithout figures—
(a) R eport form  of balance sheet.
(b) Account form  of balance sheet.
W hat can you say as to the m erits of
each ?
3. S tate—
(a) U se of supporting schedules in
connection with balance sheet.
(b) W hat item s on the balance sheet
are m ost commonly supported 
by schedules, and why?
4. A corporation with a  capital of 
$1,000,000, and surplus of $250,000, oper­
ates plants in several cities. Their p lan t 
in Texas was entirely  destroyed by a 
tornado during a  fiscal year, a t  a  loss of 
$50,000, which loss was not covered by 
insurance. The operating profits fo r the 
year amounted to $80,000. How would 
you give effect to this loss, and sta te  
your reasons therefor.
5. P repare an audit program  fo r some 
business w ith which you have had ex­
perience, specifying the character of the 
business (not its  nam e).
6. S tate your procedure in conducting 
an audit of a financial institution, e. g., a  
bond and m ortgage house, to  detect 
fraud, if  any.
7. You are auditing a  reta il coal busi­
ness. The inventories are furnished you 
by the proprietor. W hat, if  any, te s ts  
would you apply to  determ ine the cor­
rectness of the inventory?
8. W hat are some of the methods a t 
tim es used by m anufacturing companies 
to  inflate profits ?
9. In m aking a balance sheet audit, 
how would you verify  the  following ac­
counts:
(a) Cash in  banks.
(b) Accounts receivable.
(c) Investm ents in  bonds.
(d) Real estate owned.
(e) Accounts payable.
(f) Capital stock outstanding.
10. A m anufacturing company owns 
the following kinds of p roperty  which 
have increased in value since acquired:
(a) Real estate  upon which its  p lan t
is located.
(b) Bonds.
How will you show these assets on the 
balance sheet ?
“ACCOUNTANTS DAY”  AT THE 
SESQUI-CENTENNIAL
It is a pleasure to announce that 
following the Washington Conven­
tion there will be an “ACCOUNT­
ANTS DA Y” celebration at the 
Sesqui-Centennial Exposition, Phil­
adelphia, Pa., on Saturday, Septem­
ber 25th, 1926, under the auspices 
of the Pennsylvania Institute of 
Certified Public Accountants.
Undoubtedly a la rge  number of 
members of The American Society 
of Certified Public Accountants, 
particularly those coming from 
distant points, have had their rail­
road transportation routed via 
Philadelphia and contemplate at­
tending the great exposition now 
being held in that city commemo­
rative of the one hundred and 
fiftieth anniversary of the signing 
of the Declaration of Independence.
The Pennsylvania Institute of 
Certified Public Accountants will 
hold an “open house” on the date 
mentioned and its members look 
forward to being hosts to the of­
ficers and members of The Ameri­
can Society of Certified Public Ac­
countants and their guests.
Further notice of this occasion 
will be sent to members of The 
American Society of Certified Pub­
lic Accountants by the Committee 
on Arrangements and all who con­
template attending the Washing­
ton Convention are urged to make 
their plans so as to visit the Sesqui- 
Centennial Exposition and enjoy 
the hospitality of the Pennsylvania 
Institute on “ACCOUNTANTS 
DAY,” Saturday, September 25th,
1926.
D ID  TH E DOCTOR ESTIM A TE 
ON TH IS JO B?
There is such a thing as carry­
ing this business of asking for esti­
mates altogether too far. Thomas 
W. Suddard, secretary and general 
manager of The Hamilton Manu­
facturing Company at Two Rivers, 
Wisconsin, believes that gentlemen 
may do business together without 
messing around with a lot of ad­
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vance figures. To illustrate the 
foolishness of asking for picayune 
estimates, Mr. Suddard likes to tell 
about Charlie Harris, in the print­
ing business, who got slightly 
peeved at a letter from a doctor 
who wanted bids on several thou­
sand letterheads, different sizes, 
different grades and different col­
ors, and wanted the printing form 
held standing. So Charlie took his 
typewriter in hand and wrote:
“Am in the market for bids on
one operation for appendicitis. 
One, two or five-inch incision— 
with or without ether, also with or 
without nurse. I f  appendix is 
found to be sound, want quotations 
to include putting back and cancell­
ing order. I f  removed, successful 
bidder is expected to hold incision 
open for about sixty days, as I ex­
pect to be in the market for an 
operation for gallstones at that 
time and want to save the cost of 
cutting.”—The Engineer.
Office Boy (to w aitress) : “What- 
ya got with onions in it ?  I  got the 
afternoon off the last time I  ate 
onions for lunch.”—Boston Tran­
script.
“Yes, my ’usband’s laid up, a 
victim of baseball.”
“But I didn’t know ’e ever played 
the game.”
“ ’E  doesn’t. ’E  sprained ’is 
larynx at the game last Satur­
day !”—The Passing Show.
Solution to Problem 2 of the Michigan C. P. A. 
Examination Questions
(P rin ted  on page 274 of this issue.)
By JOHN B. TANNER, C. P . A. (Ohio and W isconsin), President, In ternational Accountants Society.
PROCEDURE OF SOLUTION
The first step in  th is  problem is to prepare a  calculation of 
the  good will involved in the purchase of the stock of the sub­
sid iary  companies. This calculation is shown below:
Jones Investm ent Company 
CALCULATION OF GOOD W ILL INVOLVED IN  PU R ­
CHASE OF STOCK OF SUBSIDIARY COMPANIES 
June 30, 1915
Purchase of A Co. Stock:
Purchase price ................  $900,000
Capital purchased, 60 per
cent of $1,000,000 ...... $600,000
Surplus purchased, 60 per
cent of $200,000 ........  120,000 720,000
Difference .............
Purchase of B Co. Stock:
Purchase price ...................
Capital purchased, 75 per
cent of $800,000 ........  600,000
Surplus purchased, 75 per
cent of $4,000 ..........  3,000
Difference ..........
Purchase of C Co. Stock:
Purchase price ........... ......
Capital purchased, 80 per
cent of $400,000 ........
Surplus purchased, 80 per 
cent of $100,000 ........
320,000
600,000
603,000
400,000
$180,000
*3,000
80,000 400,000
Good Will P u r­
chased (Net)...
*Negative Good Will.
177,000
This calculation form s the basis for the w orking sheet en try  
necessary to cancel the investm ents in the Jones Investm ent 
Company’s Balance Sheet aga inst the capital and surplus of 
th e  subsidiary companies. The Jones Investm ent Company 
purchased the subsidiary in terests on June 30, 1915, and the 
good will m ust be figured on the basis of surplus as of th a t 
date.
S tating  the good will calculation in the form  of a  journal 
en try  fo r elim inating the inter-com pany in terests, we have the 
following:
Capital—A Co......................... ........ .................  $600,000
Capital—B Co.
Capital—C Co......... .........
Surplus—A Co.................
Surplus—B Co.................
Surplus—C Co........ .........
Good will ..........................
Investm ent—A Co. 
Investm ent—B Co. 
Investm ent—C Co.
600,000
320,000
120,000 
3,000
80,000
177,000
$900,000
600,000
400,000
But this en try  will not cancel all of the balance shown, in the 
Jones Investm ent Company’s Balance Sheet as Investm ent in 
A Company. There will be le ft $100,000. This is the item  re ­
ferred  to in  Num ber 2 of the additional fac ts given in the 
problem.
I t  is evident th a t the en try  placed on the books by the di­
lectors is an a ttem pt to record the ir share in the increase in 
A Company’s value. Since we are going to bring any such 
increase into the Consolidated Balance Sheet by bringing in 
all the A Company accounts, th is en try  would be superfluous 
even if  it  were correct. Obviously i t  is incorrect, anyway, fo r 
the  analysis of surplus shows:
A Company, June 30, 1916 ................................................  $300,000
June 30, 1915 .............................................. 200,000
Total increase ........ ...............................................  100,000
and the Jones Investm ent Company has only a  60 per cent 
in terest. In  addition there are  inter-company profits to be 
eliminated before we can determine the Jones Investm ent Com­
pany’s share in th a t surplus.
So the nex t step is to elim inate the en try  of the $100,000, 
thus:
Surplus—Jones Investm ent Co...................  $100,000
Investm ent—A Co....................................  $100,000
These two entries have been grouped together on the work­
ing sheet in the columns headed “Elim inating Capital Accounts 
and Advances.” The elimination of the advances needs no 
comment.
The next step is to ad just the fire loss of B Company. Since 
the equipment was carried a t $50,000 and only $5,000 was 
charged off, i t  is obvious th a t  $45,000 additional m ust be 
charged off. This should be divided between Jones Investm ent 
Company and the m inority in terests , thus:
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Surplus—Jones Investm ent Co. in B Co.... $33,750
Surplus—M inority In terests in B Co........  11,250
P lan t __________________________ .... $45,000
The next m a tte r to receive attention  is the question of in te r­
company profits. There are :
Profits included in  B Co.’s surplus and shown as
Inventories ....................................................................  $10,000
Profits included in A Co.’s surplus and shown as
P lan t .... .......................................... ................................ 15,000
Since the m inority in terests in B Company and in A  Com­
pany are entitled to the ir share in these profits, only the Jones 
Investm ent Company share should be eliminated, thus: 
Surplus—Jones Investm ent Co. in  B Co.,
75 per cent of $10,000 ........... ............... $7,500
Inventories .............................................. .......  $7,500
Surplus—Jones Investm ent Co. in A Co.,
60 per cent of $15,000 ......................... 9,000
P lan t .................................... ............................... 9,000
These last three entries are shown together on the consoli­
dated working sheet in the column headed “F ire  Loss and 
Inter-Company Profits Adjustm ents.”
Since the problem does not require consolidated surplus 
analysis, i t  is not given.
Solution:
Jones Investm ent Company and Subsidiaries 
CONSOLIDATED BALANCE SHEET 
June 30, 1916 
ASSETS
Current Assets:
Cash .........................................  $210,000
Accounts Receivable ______ 250,000
Inventories ......................... ...  342,500
Total Current A s s e ts .... $802,500
Fixed A ssets:
P lan t ........................................ . 1,946,000
Other A ssets:
Good will ..................... ............ 177,000
Total A ssets ........... ....... 2,925,500
NET WORTH
Jones Investm ent Co. In terest:
Capital ................................ ..............$2,000,000
Surplus, Jones Inv’m ent Co. $100,000
A Co.......................................  51,000
B Co...... ......... ...................... *74,250
C Co........... .....................-.....  40,000 116,750
Total Jones Inv’m ’t  Co. $2,116,750
M inority Ints. in Subsidiaries:
A Co., m inority stockholders:
Capital ....... ............. ..........  400,000
Surplus ...............................  120,000 520,000
B Co., m inority stockholders:
Capital .................................  200,000
Deficit .... ............................... *21,250 178,750
C Co., m inority stockholders:
Capital .................................  80,000
Surplus .......................... ....... 30,000 110,000
Total M inority In ts ........  808,750
Total N et W orth ..........  2,925,500
*Deficit.
Note to Exam iner: The elimination of the inter-company 
profits in  construction will affect the  depreciation charged 
aga inst P rofit and Loss fo r the year; bu t since no inform ation 
is given in  the  problem relative to depreciation calculations, i t  
is assumed th a t th is fea tu re  m ay be ignored.
Jones Investment Company and Subsidiaries 
CONSOLIDATED WORKING SHEET 
June 30, 1916
CombinedBalance
Eliminating Capital 
Accounts and Advances Consoli­
Fire Loss and Inter­company Profits Ad­justments ConsolidatedandSheets Dr. Cr. dated Dr. Cr. Adjusted
Debits
Investment in A Company--60% 
Investment in B Company--75% 
Investment in C Company— 80% Advances to A Company 
Advances to C Company 
Cash
Accounts Receivable
Inventories
Plant
Goodwill
$1,000,000
600,000400,000
100,000 
50,000
210,000 
250,000 
350,000 2,000,000
$  177,000
$1,000,000
600,000400,000
100.000 
50,000 $ 210,000
250,000350,000 
2,000,000
177,000
$ 7,500 
9,000 
45,000
$ 210,000
250,000 342,500
1,946,000
177,000
$4,960,000 $2,987,000 $2,925,500
Credits
Jones Investment Company to A Co. 
Jones Investment Company to C Co. 
Capital Stock
Majority--Jones
A
B
C
Minority— A 
B 
C
SurplusMajority--Jones 
A 
B
C
Minority— A 
B 
C
$ 100,000
50,000
2,000,000
600,000
600,000
320,000
400,000
200,000
80,000
200,000
180,000
* 30,000
120,000120,000
* 10,000 
30,000
100,000
50,000
600,000
600,000
320,000
100,000 
120,000
3,000
80,000
$2,000,000
400,000
200,000 80,000
100,000
60,000
* 33,000
40,000 120,000
* 10,000
30,000
$ 9,000 
7,500 
33,750
11,250
$2,000,000
400,000
200,000 
80,000
100,000
51,000
* 74,250
40,000 
120,000
* 21,250
30,000
* Debit $4,960,000 $2,150,000 $2,150,000 $2,987,000 $61,500 $61,500 $2,925,500
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ANNOUNCEMENTS
T. B. Trotter, C. P. A., and W. D. 
Royston, C. P. A., announce their 
association under the firm name of 
Trotter-Royston Company, Certi­
fied Public Accountants, Second 
National Bank Building, Houston, 
Texas.
The partnership of Harvey S. 
Chase & Company has been dis­
solved as of June 30, 1926, by mu­
tual consent. The partners, other 
than  Harvey S. Chase, C. P. A., 
will continue the general practice 
of public accountancy with the 
same organization under the firm 
name of Seamans, Stetson & Tut­
tle, Certified Public Accountants, 
84 State Street, Boston, Mass.
Oscar Ludmerer, C. P. A., an­
nounces the removal of his New 
York office to 31-32 Grand Avenue, 
Long Island City, New York, where 
he will continue the general prac­
tice of accountancy with his as­
sociates under the firm name of O. 
Ludmerer & Co.
The accounting firm of Oyster, 
Watson & Company, 1309-1312 
Pacific Southwest Building, Fresno, 
California, has been dissolved. C. 
Edwin Oyster, C. P. A., will con­
tinue in practice under the firm 
name of Oyster, Watson & Com­
pany a t the same address. Mr. L. 
L. Watson will engage in another 
line of business.
The firm of Ostendorff & Muck­
enfuss, Certified Public Account­
ants, Charleston, S. C., has been 
dissolved by mutual agreement, ef­
fective July 1 5 , 1926. W. F. Muck­
enfuss, C. P. A., is continuing his 
general practice of accounting a t 
No. 63 Broad Street, Charleston,
S. C.
Paul L. Loewenwarter, C. P. A., 
announces the formation of a p art­
nership with Maurice Teich, C. P. 
A., to continue in their general 
practice of public accounting un­
der the firm name of Paul L. Loe­
wenwarter & Co., Certified Public
Accountants, w ith offices a t 522 
F ifth  Avenue, New York City.
Barrow, Wade, Guthrie & Co., 
announce the opening of an office 
in the Santa Fe Building, Dallas, 
Texas, under the management of 
Joseph McElroy, C. P. A.
G. A. Connatser & Company, 
Certified Public Accountants, Knox­
ville, Tennessee, announce th a t 
since August 1st, Mr. Robert Evan 
Branham has been in active man­
agement of their systems depart­
ment.
William Weaver Rarity, C. P. A., 
announces the opening of new ac­
counting offices a t 804-806 Van 
Nuys Building, Los Angeles, Cali­
fornia.
Bernstein & Yurow, Certified 
Public Accountants, Earle Build­
ing, Washington, D. C., announce 
the dissolution of the partnership 
as of August 31, 1926. Oscar J. 
Bernstein, C. P. A., will continue 
his practice of accountancy a t 
732-3 Earle Building, and the of­
fices of Louis Yurow, C. P. A., will 
be located in the Woodward Build­
ing, third floor, Washington, D. C.
D. H. Everett, C. P. A., C. A. 
Knowles, C. P. A., and Ellwood A. 
Davis, C. P. A., announce the for­
mation of a partnership for the 
general practice of public account­
ancy under the firm name of D. H. 
Everett & Company, 920 Jefferson 
Building, Greensboro, N. C.
Thomas L. McLeod, C. P. A., an­
nounces the removal of his offices 
to 701-2 Terminal Building, 65 
Broad Street, Rochester, New 
York.
Holmes, Brewster & Ivins an­
nounce th a t Mr. Edmund S. Koch- 
ersperger, having completed his 
work as tax counsel to the Senate 
Finance Committee, has resigned 
as Special Attorney in the United 
States Board of Tax Appeals and
has become associated with this 
firm in the general practice of law.
James S tuart Ball, C. P. A., an­
nounces the removal of his offices 
to Suite 522 Transportation Build­
ing, Washington, D. C.
PERSONALS
William H. Compton, C. P. A., of 
Trenton, New Jersey, is the donor 
of a $300 scholarship to a young 
man selected from the graduating 
classes of four-year high schools 
of New Jersey. The scholarship 
is being awarded through the Edu­
cational Committee of the Society 
of Certified Public Accountants of 
the State of New Jersey. The 
young man selected will attend 
Rider College, Trenton, N. J.
George V. Kracht, C. P. A., of 
Kane, Kracht and Company, Buf­
falo, New York, is the author of an 
article, “Do You Always Use the 
R ight Chart,” which appeared in 
the June, 1926, issue of FACTORY.
The Hotel Association of New 
York City, 221 West 57th Street, 
New York City, has published a 
book on “Uniform System of Ac­
counts for Hotels.”
The Bureau of Business Research 
of the Ohio State University, has 
issued a special bulletin on “Oper­
ating Results of Ohio Wholesale 
Grocers Year 1925,” by Howard
C. Greer, C. P. A., of the Bureau 
staff, and “The Ten-Payment-Plan 
of Retailing Men’s Clothing,” by H.
D. Comer, B. S., of the staff.
The Petroleum Accountants So­
ciety is the latest addition to the 
California technical organizations 
intimately connected with the oil 
industry. An article regarding the 
society appears in the August,
1926, issue of OIL BULLETIN, the 
official monthly magazine of the 
Chamber of Mines and Oil of Cali­
fornia, in which Raymond W. Mc­
Kee, C. P. A., a Director in the So­
ciety, gives an interesting account 
of its work.
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Licensing Real Estate Brokers Held Consti­
tutional by New York Court
CONSTITUTIONAL LAW—RE AL 
ESTATE BROKERS — LI­
CENSES—POLICE POWER OF 
STATE
T he L eg isla tu re  A cted  W ith in  I t s  L aw ful 
P ow ers W hen I t  E stab lish ed  a  System  
of L icenses F o r  R eal E s ta te  B rokers 
W ith  A nnual R enew als.
COURT O F A P P E A L S  
D ecided M ay 25, 1926 
A L E X A N D E R  ROM AN, A ppellan t, 
v.
JU L IA N A  LO B E, R espondent.
A ppeal by  perm ission  fro m  a  ju d g m en t 
o f th e  A ppella te  D ivision of th e  Suprem e 
C ourt in  th e  Second Jud ic ia l D ep artm en t 
affirm ing a  dete rm ina tion  of th e  A ppel­
la te  T erm , w hich in  tu rn  affirm ed a  ju d g ­
m en t of th e  M unicipal C ou rt o f th e  C ity  
o f N ew  Y ork  in  fa v o r  of th e  defendan t.
A braham  F e in s te in  fo r  ap p e llan t; 
F ra n k  J .  Irv in g  fo r  re sponden t; A lb e rt 
O ttin g e r, a tto rn e y  g en era l (H en ry  S. 
M anley  of counsel), in tervenor.
W here a  re a l e s ta te  b ro k er, w ho held  a  
license a s  such fo r  th e  y e a r  end ing  
Sep tem ber 30, 1923, fa iled  to  ob ta in  a  
renew al on tim e, and  d u rin g  th e  period  
in  w hich h is  license h ad  lap sed  effected 
a  sale  o f a  piece of re a l p ro p e rty , held  
th a t  he  w as n o t en titled  to  com m is- 
m ission  fo r  such sale  u n d er th e  s ta tu te  
p rov id ing  fo r  licenses o f such brokers. 
T he prov ision  req u irin g  re a l e s ta te  b rok ­
e rs  to  ob ta in  licenses is  constitu tional.
CARDOZO, J .— P la in tiff, a  b ro k er, h av ­
in g  effected a  sa le  o f re a l e s ta te , sues 
th e  se lle r fo r  h is  com m issions. T he de­
fen d an t, ad m ittin g  th e  em ploym ent and  
th e  service, defends upon th e  g round  th a t  
th e  b ro k e r w as n o t licensed in  accordance 
w ith  th e  s ta tu te  (R eal P rop . L aw , Cons. 
L aw s, chap. 50, A r t  X II-A ). P la in tiff 
he ld  a  license fo r  th e  y e a r  end ing  Sep­
tem b er 30, 1923. H e did n o t ob ta in  a  
renew al license till O ctober 2 6 ,  1923. H e 
w as th u s  w ith o u t a  license on O ctober
16, 1923, w hen th e  p u rch ase r w as p ro ­
cured  and  th e  cause o f ac tion  arose . 
T h e re  w as ju d g m en t fo r  th e  defendan t, 
w hich w as unan im ously  affirm ed, f irs t a t  
th e  A ppella te  T erm , and  la te r  a t  th e  A p­
p e lla te  D ivision. T he sole question  in  
th is  co u rt is  w h e th e r th e  req u irem en t of 
a  license is  a  co nstitu tiona l exercise  of 
leg is la tiv e  pow er.
B y A rtic le  X II-A  o f th e  R eal P ro p e r ty  
L aw , enacted  in  1922, a  re a l e s ta te  b ro k er
in  c e rta in  c ities and  counties m ay  n o t do 
business a s  such u n til a  license h as  been 
issued  (sec. 440-a). T here  w ere  am enda­
to ry  s ta tu te s  in  1923 (L . 1923, chap. 517) 
and  1924 (L . 1924, chap. 579). T he a p ­
p lican t m u s t be a  c itizen  of th e  U n ited  
S ta te s  o r have declared  h is  in ten tio n  to  
becom e such a  c itizen  (sec. 440-a, a s  
am ended in  1924). T h a t p rov ision  w as 
n o t in  fo rce  w hen th e  p la in tiff’s serv ices 
w ere  rendered . A u th o rity  to  g ra n t  th e  
license resides w ith  th e  S ta te  T ax  Com­
m ission , and  th e  app lica tion  shall g ive 
such in fo rm ation  as  th e  com m ission m ay  
reasonab ly  req u ire  “ to  enable  i t  to  de­
te rm in e  th e  tru s tw o rth in e ss  o f th e  ap ­
p lican t.” B y th e  A m endm ent o f 1924 i t  
m ay  exac t such o th e r in fo rm ation  a s  m ay  
be necessary  to  estab lish  th e  “com­
petency” of th e  ap p lican t “ to  tra n s a c t 
th e  business of re a l e s ta te  b ro k e r * * * 
in  such m an n er a s  to  sa feg u a rd  th e  in ­
te re s ts  of th e  public” (sec. 441). T h is 
m ay  include “p ro o f th a t  th e  ap p lican t 
h a s  a  f a i r  know ledge o f th e  E ng lish  la n ­
guage, a  f a i r  u n d e rs tan d in g  o f th e  g en ­
e ra l pu rposes and  g en era l lega l effect of 
deeds, m o rtg ag es, land  co n trac ts  o f sale 
and  leases, and  a  g enera l and  f a i r  u nder­
s tan d in g  o f th e  ob ligations betw een  p rin ­
cipal and  ag en t, a s  w ell a s  o f th e  p ro ­
visions of th is  a c t”  (sec. 441, a s  am ended 
by  L. 1924, chap. 579). T he license, if  
g ran ted , shall be effective up  to  and  in ­
clud ing  th e  th ir t ie th  day  of S ep tem ber 
fo llow ing th e  d a te  o f issue  (sec. 441-a). 
I t  m ay , how ever, be renew ed “upon a p ­
p lica tion  th e re fo r  b y  th e  h o lder th e reo f, 
in  such fo rm  as  th e  com m ission m ay  p re ­
scribe, and  p ay m en t o f th e  annua l fee” 
(sec. 441). “ In  case of app lica tion  fo r  
renew al o f license th e  com m ission m ay  
d ispense w ith  th e  req u irem en t o f such 
s ta tem en ts  a s  i t  deem s unnecessary  in  
v iew  o f those  contained  in  th e  o rigna l 
app lication  fo r  license” (sec. 441). T he 
ac tion  of th e  com m ission in  g ra n tin g  o r 
re fu s in g  a  license m ay  be  review ed by  
th e  cou rts  on c e rt io ra r i (sec. 441-e). A  
license once g ra n te d  m ay  be revoked by  
th e  com m ission fo r  fra u d  o r  dem on­
s tra te d  m isconduct o r incom petency (sec. 
441-c). In  such cases th e  rem edy  of 
ce rtio ra ri is  availab le  a g a in  (sec. 441-e). 
T here  shall be no re fu sa l of a  license and  
no revocation  o r suspension  w ith o u t no­
tice  to  th e  app lican t and  oppo rtu n ity  fo r  
a  h ea rin g  (sec. 441-d). F ro m  th e  opera ­
tion  of th e  a c t c e rta in  c lasses o f persons, 
e. g., receivers, re fe rees, ad m in is tra to rs , 
execu to rs and  a tto rn ey s  a t  law , a re  ex ­
cluded (sec. 442-g). N o ac tion  to  recover 
com m issions m ay  be m a in ta ined  w ith o u t
a lleg in g  and  p rov in g  th a t  a  license h ad  
been issued  w hen  th e  cause o f ac tion  
a ro se  (sec. 442-e).
T he L e g is la tu re  h a s  a  w ide d iscre tion  
in  d e te rm in ing  w h e th e r a  business o r oc­
cupation  shall be b a rre d  to  th e  d ishonest 
o r incom peten t (P eople v. B eakes D a iry  
Co., 222 N . Y ., 416, 427; H all v. G eiger- 
Jo n es  Co., 242 U . S., 539; S ta te  v. D e 
V erges, 153 L a., 349; C. W . Pound, Con­
s titu tio n a l A spects of A dm in s tra tiv e  L aw  
in  G row th of A dm in istra tiv e  L aw , 111, 
112). C allings, i t  is  said , th e re  a re  so 
in v e te ra te  an d  basic, so e lem en ta ry  and  
innocent, th a t  th ey  m u s t be le f t  open to  
a ll a like, w h e th e r v irtuous o r vicious. I f  
th is  be assum ed, th a t  of b ro k er is  n o t one 
of them . T he in trin s ic  n a tu re  of th e  busi­
ness com bines w ith  p rac tice  and  tra d itio n  
to  a t te s t  th e  need o f regu la tion . T he rea l 
e s ta te  b ro k e r is  b ro u g h t by  h is ca lling  
in to  a  re la tio n  o f t r u s t  and  confidence. 
C o n stan t a re  th e  o p p o rtun ities  by  con­
cealm en t and  collusion to  e x tra c t illic it 
g a in s . W e know  fro m  o u r jud icial rec ­
ords th a t  th e  oppo rtun ities  have n o t been 
lost. W ith  tem p ta tio n  so agg ressive , th e  
d ishonest o r  u n tru s tw o rth y  m ay  n o t re a ­
sonably  com plain if  th ey  a re  to ld  to  stan d  
aside. L ess ob trusive , b u t n o t neg lig ib le , 
a re  th e  p e rils  o f incom petence. T he sa fe ­
g u a rd s  a g a in s t incom petence need n o t 
long  d e ta in  us, fo r  th e y  w ere added to  th e  
s ta tu te  a f te r  th e  serv ices w ere  rendered . 
W e recall th em  a t  th is  tim e  fo r  th e  lig h t 
th a t  th e y  ca s t upon th e  L e g is la tu re ’s con­
ception  o f th e  m isch ief to  be rem edied . 
T he b ro k er should know  h is  du ty . To 
th a t  end he  should have  “a  gen era l and  
f a i r  u n d ers tan d in g  o f th e  ob ligations be­
tw een  p rin c ip a l and  a g e n t” (sec. 441, a s  
am ended by  L. 1924, chap. 579). D is­
lo y a lty  m ay  have i ts  o rig in  in  igno rance  
as  w ell a s  f ra u d . H e should know , so th e  
L eg is la tu re  h a s  sa id  (L. 1924, chap. 579), 
w h a t is  m e a n t b y  a  deed o r  a  lease  o r a  
m o rtg ag e . A t an y  m om ent he m ay  have  
to m ake re p o r t a s  to  such m a tte rs  to  ex ­
p ec ta n t b u y ers  o r  lessees. O ften  he goes 
fa r th e r ,  p e rh ap s  too fa r ,  and  p rep a re s  
a  m em orandum  of th e  con trac t. H e is  
accred ited  by  h is  ca lling  in  th e  m inds o f 
th e  inexperienced  o r  th e  ig n o ran t w ith  
a  know ledge g re a te r  th a n  th e ir  own.
T he L eg is la tu res  o f m any  S ta te s , aw ak­
in g  to  th ese  evils, have  adopted  s ta tu te s  
like to  ours. L icenses to  be issued  a f te r  
su itab le  in q u iry  as to  c h a rac te r and  com­
petence a re  req u ired  in  C alifo rn ia  (L . 
1919, p. 1252), T ennessee  (L . 1921, chap. 
98 ), K en tucky  (L . 1924, chap. 128), V ir­
g in ia  (L . 1924, chap. 461, V irg in ia  Code, 
sec. 4359), N ew  Je rse y  (L . 1921, chap.
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141), L ou isiana  (A c t N o. 236 o f 1920), 
Idaho  (L . 1921, chap. 184), Illino is (L . 
1921, chap. 153), M ichigan (L . 1921, 
chap. 387), M on tana  (R ev. Code, 1921, 
sec. 4065), O regon (L . 1921, chap. 223), 
W isconsin  (S ta t. 1923, sec. 136.01) an d  
W yom ing (L . 1921, chap. 31 ). L eg isla ­
tio n  so g en e ra l m a rk s  a  r is in g  tid e  of 
opinion w hich is  su g g estiv e  an d  in fo rm ­
in g  (K lein  v. M aravelas, 219 N . Y ., 383, 
385). T he Su prem e C ourt o f C alifo rn ia  
in  a  ca re fu l ju d g m en t upheld  th e  a c t 
adop ted  in  th a t  S ta te  (R iley  v. C ham bers, 
181 C alif., 589). T he ru lin g  th e re  m ade 
w as approved  an d  follow ed by  th e  Su­
p rem e C ourt of L ou isiana  (Z erlin  v. L a. 
R eal E s ta te  B oard , 158 La. 111). In  ac­
cord also is  th e  S uprem e C ourt of W is­
consin (P ay n e  v. V olkm an, 183 W is., 412). 
T he C ourt o f A ppeals o f K en tucky  a t  
f irs t upheld  th e  K en tucky  a c t (H oblitzel 
v. Jenk in s, 204 K y., 122), b u t a fte rw a rd s  
condem ned i t  (R aw les v . Jen k in s, 212 
K y., 287). A  like s ta tu te  o f T ennessee 
w as befo re  th e  Suprem e C ourt of th e  
U n ited  S ta te s  in  B ra tto n  v. C handler 
(260 U . S., 110). B y d ictum  and  m an i­
f e s t  im plication , i f  n o t b y  n ecessary  de­
cision, th e  s ta tu te  w as susta ined . V alid  
b y  th e  ju d g m en t of th e  sam e co u rt a re  
s ta tu te s  fo r  th e  licensing  of dea le rs in  
secu rities  (H all v. G eiger-Jones Co., 242 
U . S., 539; M errick  v. H alsey  & Co., 242 
U . S., 568), in su rance  b ro k e rs  (L a  Tou- 
r e t te  v. M cM asters, 248 U. S., 465, 468) 
and  b ro k ers  dealing  in  fa rm  produce 
(P ay n e  v. K ansas, 248 U . S., 112; cf. 
P ay n e  v. K ansas, 98 K ans., 465; S ta te  v. 
Bowen, 86 W ash., 23, an d  S ta te  v. W ag­
n e r, 77 M inn., 483, 491; L ash e r v . People, 
183 I ll., 226, 232). O ne searches v a in ly  
fo r  an y  adequa te  d is tinc tion  in  respec t 
o f leg is la tiv e  contro l be tw een  one b ro k er 
and  ano ther.
S ignificant, also , is th e  a rg u m en t fro m  
h is to ry . F o r  th e  b e tte r  p a r t  o f a  cen tu ry  
rea l e s ta te  b ro k ers  in  m an y  S ta te s , even 
th o u g h  n o t sub jec ted  to  a  te s t  of ch a r­
a c te r  and  com petence, have  been  p ro ­
h ib ited  fro m  doing business w ith o u t a  
p re lim in a ry  license. T he v a lid ity  o f th ese  
requ irem en ts  h a s  been u n ifo rm ly  upheld. 
D ecisions en fo rc ing  th em  w ill be found  in  
th e  fed e ra l courts  (B rad ley  v. C ity  o f 
R ichm ond, 227 U . S., 477, 480), in  I lli­
nois (B rau n  v. C ity  of C hicago, 110 I ll., 
186), in  P en n sy lv an ia  (L uce v. Cook, 
227 Penn . S t., 224), in  M inneso ta  (B uck­
ley  v. H um ason, 50 M inn., 195), and  in  
A rk an sa s  (C ity  o f L ittle  Rock v. B arton , 
33 A rk ., 436). Such fo rm s o f reg u la tio n  
a re  less d ras tic , indeed, th a n  th e  system  
now  in  question . T hey  have  significance, 
none th e  less, in  m a rk in g  off th e  b u si­
ness  o f th e  b ro k e r a s  d is tin c t fro m  oc­
cupations w hich b y  g en era l acquiescence 
a re  pu rsu ed  o f com m on r ig h t w ith o u t 
reg u la tio n  o r  re s tric tio n . “ W e do n o t 
read ily  o v e rtu rn  th e  se ttled  p rac tice  of 
th e  y e a rs” (S to ry  v. C ra ig , 231 N . Y. 33,
40; cf. Ja ck m an  v. R osenbaum  Co., 260 
U . S., 22; O wnbey v. M organ , 256 U . S., 
94; B iddles, Inc., v. E n rig h t, 239 N . Y ., 
354, 365).
T he case c ircum scribes th e  judgm ent. 
W e hold th a t  th e  L eg is la tu re  ac ts  w ith in  
i ts  law fu l pow ers w hen i t  es tab lishes a  
sy s tem  of licenses fo r  re a l e s ta te  b rokers, 
w ith  annua l renew als. F a r th e r  th a n  th a t  
w e do n o t have  to  go to  decide th e  con­
tro v e rsy  befo re  us. T he p la in tiff does 
n o t show  h im se lf an  alien . T h a t being  
so, th e  question  is  n o t h e re  w h e th e r th e  
re s tr ic tio n  o f th e  license to  c itizens and  
ex p ec tan t c itizens denies to  a liens th u s  
excluded th e  equal p ro tec tion  o f th e  law  
(L ehon v. C ity  o f A tla n ta , 242 U . S., 
53; A rkade lph ia  Co. v . S t. L ouis S. W .
IN  MEMORIAM
Edward R. Conant, C. P. A. 
(New Jersey No. 7, July 20, 1904), 
died a t his home, 30 South Park­
way, E ast Orange, N. J., on July
26, 1926.
Since 1893 Mr. Conant had been 
associated with his brother, Leo­
nard H. Conant in the practice of 
accountancy a t 709 Sixth Avenue, 
New York City. He was a Mason, 
a Noble of the Mystic Shrine, 
Mecca Temple, and a member of 
the B. P. O. E. He had been a 
member of The American Society 
since 1923.
Lorenzo Dow McNabb, Jr., C. P. 
A. (N. C. No. 253, Nov., 1923), died 
in Raleigh, N. C., on July 21, 1926. 
Mr. McNabb, who was only 28 years 
of age, was born in Macon, Georgia. 
A t the time of his death he was 
associated with R. C. Birmingham 
& Co., Certified Public Accountants, 
Realty Building, Charlotte, N. C. 
He was a member of the North 
Carolina Association of Certified 
Public Accountants. He is survived 
by his mother, wife and daughter.
Morgan R. Evans, C. P. A. (Ind. 
No. 177, June 28, 1915), died on 
February 13 , 1926. He was a mem­
ber of the firm of Evans, Marshall 
& Pease, Certified Public Account­
ants, 29 South La Salle Street, Chi­
cago, Illinois. Mr. Evans was a 
charter member of The American 
Society of Certified Public Ac­
countants.
R y., 249 U . S., 134, 149; T ru a x  v. R a ich , 
239 U . S., 33; Y ick W o v. H opkins, 118 
U . S., 356). B esides, th e  d isc rim ina tion  
a g a in s t a liens is  th e  re s u lt o f su b sequen t 
am endm ent. T he p la in tiff is  n o t com ­
p la in in g  th a t  th e  te s t  o f fitness ap p lied  
to  h im  h as  been unreasonab le  o r a rb i­
tr a ry . I f  he is  w ith o u t th e  needed license 
he h a s  only h im se lf to  b lam e in  th a t  h e  
did n o t a sk  fo r  renew al t i l l  h is  license h a d  
exp ired . T h a t be ing  so, th e  question  is  
n o t h ere  w h e th e r ch a ra c te r should be 
held  to  qualify , tho u g h  o th e r com petence 
w ere lacking. These and  o th e r s itu a tio n s  
th a t  m ay  be im ag ined  m u s t be d e a lt w ith  
a s  th ey  develop. A  w orkable sy s tem  w ould 
be le f t  th o u g h  th e  te s t  o f fitness w ere  
d im inished (W eller v. N . Y., 268 U . S., 
319). B y  section  442-1, “ should th e  
cou rts  o f th is  s ta te  declare an y  p rov ision  
o f th is  a rtic le  unconstitu tiona l o r u n a u ­
tho rized  * * * such decision sh a ll 
af fec t only th e  section o r p rovision so de­
clared to  be unconstitu tion a l o r u n a u th o r­
ized, an d  shall n o t affect an y  o th e r sec­
tio n  o r  p a r t  o f th is  a rtic le ” (cf. D orchy  
v. K ansas, 264 U . S., 286). T he p la in tiff  
is  n o t agg rieved  un less th e  exaction  o f a  
license is  to  be d is regarded  a lto g e th e r .
T he ju d g m en t should be affirm ed, w ith  
costs.
H ISC O C K , Ch. J . ;  PO U N D , M c- 
L A U G H L IN  and  C R A N E, J J . ,  concur; 
A N D R E W S and  LEH M A N , J J . ,  ab sen t.
Ju d g m en t affirmed.
IS RESTRICTIVE AND REGU­
LATORY ACCOUNTANCY 
LEGISLATION CON­
STITUTIONAL?
(C ontinued  fro m  p ag e  264.)
more millions of dollars worth of 
notes each year on the strength  of 
public accountants’ reports than  
the total amount of real estate 
transactions.
Regarding real estate agents, 
Judge Cardoza in his opinion has 
said th a t this law is a safeguard 
to the interests of the public; also 
th a t the Legislature has a wide dis­
cretion in determining w hether a 
business or occupation shall be 
barred to the dishonest or incom­
petent. If  this is true regarding 
real estate agents it certainly m ust 
be true regarding the public ac­
countant whose calling is fa r  more 
technical and complicated and 
whose educational qualifications 
should be much greater, w ith a  
much larger field for incompetency 
and fraud than the calling of real 
estate agents.
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(M em bers recorded Ju n e  24, 1926, to  A u g u s t 31, 1926) 
(C ontinued  fro m  our Ju ly  issue)
A. P . T a lia fe rro , 25 N assau  S tree t, 
N ew  Y ork  City.
Jo sep h  U n g er, 71 W. 23rd S tree t, N ew  
Y ork  C ity.
H a rry  W. H irschhorn , 110 W . 40th 
S tr e e t ,  N ew  Y ork  City.
H en ry  C lark  D avis, 253 B roadw ay, 
N ew  Y ork  City.
H a rry  A. G rube, 1440 B roadw ay, N ew  
Y ork  City.
H ym an  N elson, 1440 B roadw ay, N ew  
Y ork  City.
Jo h n  M. K elly, 81 F u lto n  S tree t, N ew  
Y ork  City.
O scar L. G erm ain, 299 B roadw ay, N ew  
Y ork  City.
John  W. Crow ell, 30 B road  S tree t, N ew 
Y o rk  City.
R aym ond J .  H annon, 305 P ro c to r 
B uild ing, T roy , N ew  Y ork.
R aym ond M. W ansley , 715-6 E lec tric  
B uild ing , San Diego, Calif.
F ran k lin  Bowm an, 126 C h estn u t S tree t, 
E a s t  O range, N . J .
H a rry  C. L andw ehr, 75 M aiden L ane, 
N ew  Yo rk  City.
G eorge N . Ja n is , 303 F if th  A venue, 
N ew  Y o rk  City.
A u stin  L. B eaujon, 71 W est 23rd 
S tree t, N ew  Y ork  C ity.
F red e ric  H a rrim an  Sanford , Room; 
2800, 120 B roadw ay, N ew  Yo rk  City.
W illoughby D auge H ardy , 610 a t  115th 
S tree t, N ew  Y ork  City.
H en ry  G. G reenfeld, 51 C ham bers 
S tree t, N ew  Y ork  C ity.
G eorge W ilkinson, 722 P e rry  B uild­
ing , Ph iladelph ia , P a .
A. L. N elson, 215 M cW illiam s B uild­
ing , C larksdale , M iss.
Selw yn A. Dodge, 500 Owen B uilding, 
D etro it, Mich.
M yron Goldwyn, 247 P a rk  A venue, 
N ew  Y ork  C ity.
R o b ert Joseph  H yland, 126 L ib e rty  
S tree t, N ew  Y ork City.
A ndrew  B. F ie ld ing , 125 E llison  S tree t, 
P a te rso n , N . J .
Lew is J . L aventho l, 310 B u lletin  B uild­
ing , Ph iladelph ia , P a .
W illiam  B rin g h u rs t, 842 E . R itten - 
h ouse S tree t, Ph iladelph ia , P a .
E . F . Conner, 714 Shell B uilding, S a in t 
Louis, Mo.
Ja m e s  I. M cK night, 886-89 Shrine 
B uild ing, M em phis, Tenn.
W ayne K endrick, H ibbs B uilding, 
W ash ing ton , D. C.
C harles  E ugene S tevens, 1405 M er­
c h a n ts  B ank  B uild ing, Ind ianapo lis , Ind.
H orace B. T e rry , 121 W . Second S tree t, 
D ayton , Ohio.
H e tm an  M oskowitz, 654 M ain A venue, 
P assa ic , N. J .
R obert B. H aw tho rn , 309-10 R eym ond 
B uild ing, B aton  R ouge, La.
E dw ard  M. S trad ley , 522 D e tro it Sav­
in g s B ank  B ldg., D etro it, Mich.
J .  K. L asser, 1440 B roadw ay, N ew  
Y ork  City.
C onrad B aldw in T ay lo r, 110 W illiam  
S tree t, N ew  Y ork  City.
A r th u r  S. F itzG era ld , E q u ity  C ham ­
bers , W indsor, O ntario .
H a rry  B raverm an , 790 B road S tree t, 
N ew ark , N. J .
W illiam  H . A rra s , 76 F o u rth  A venue,
E . O range, N . J .
H aro ld  E . P em berton , 403 E xchange 
B uild ing, M iam i, F la .
W illiam  E . Poole, J r . ,  360 N. M ichigan 
A venue, Chicago, I l l .
Jo h n  A. Jones, 1816 W y n h u rs t S tree t, 
N. S. P ittsb u rg h , P a .
J .  E dw ard  Twom ey, 127 N. L avergne 
A venue, C hicago, I ll.
J .  H ugh  Jackson , T he D elta , H arv a rd  
U n iv ers ity , C am bridge, M ass.
Jam es T. W ilkes, 172 E . 154th S tree t, 
H arvey , I l l .
Jo h n  J . K endrick , 2477 F ran k lin  A ve­
nue, Toledo, Ohio.
R aym ond H. R ebsam en, 220 W. Sec­
ond S tre e t, L ittle  Rock, A rk .
H . E a r l K albach, 121 N. E ig h th  S tree t, 
R eading, P a .
B enjam in  M ahler, 42 B roadw ay, N ew  
Y ork  City.
W a rre n  L. M ulle, 900 H addon A venue, 
Collingsw ood, N . J .
Ju le s  E ng lander, 280 M adison A venue, 
N ew  Y ork  C ity.
D aniel F eder, 250 W. 57th S tree t, N ew  
Y ork  City.
C harles A . K lein, 67 W all S tree t, New 
Y ork City.
F ran c is  A . M orrison, 68 W illiam  S tree t, 
N ew  Y ork  C ity.
 Jaco b  Lew is B ecker, 250 W . 57th 
S tree t, N ew  Y ork  City.
D avid F riedm an , 142 W . 42nd S tree t, 
N ew  Y ork  City.
Jam es E. Dowe, Box 417, M ontgom ery, 
A la.
E dw ard  C ross Goodman, 39 S. L a  Salle 
S tree t, Chicago, I l l .
E dw in H arvey , J r .,  82 B eaver S tree t, 
N ew  Y ork City.
E ugene C. R eynolds, F id e lity  B ank 
B uild ing, M em phis, T enn.
F red e rick  E. Luehe, Scofield Block, 
Room 3, M inot, N . D ak.
W illiam  A. N oll, 618 N ew  Y ork  L ife  
B uild ing, K ansas C ity, Mo.
W illiam  W eaver R a rity , 804-6 V an 
N uys B uilding, Los A ngeles, Calif.
E . A lgernon  Gillis, 110 L a tta  A rcade, 
C harlo tte , N. C.
H a rry  B. M ills, 1201 A . G. B a r tle t t  
B uilding, Los A ngeles, C alif.
B enjam in  H . W h ittak e r , 234 W . T e r­
race  A venue, A ltadena , C alif.
E . G. L orenz, 407 Colorado B uild ing, 
W ash ing ton , D. C.
Jo h n  A lfred  Jan zen , 10 S. L a  Salle 
S tre e t, C hicago, I l l .
G eorge A. C assa tt, 301-4 C en tra l N a­
tiona l B ank  B ldg., S t. P e te rsb u rg , F la .
A rch ie  D ouglas C renshaw , 705 H aas- 
H owell B uild ing, A tla n ta , Ga.
W illiam  Jen n in g s  B row n, 1423 A tla n ta  
T ru s t Co. B ldg., A tla n ta , Ga.
Jo s iah  M. Jo rd an , 111 W . A dam s 
S tree t, Jacksonville , F la .
A. B. W aldbaum , 1411 W aln u t S tree t, 
P h iladelph ia , P a .
C harles K . E th e rin g to n , 149 B roadw ay, 
N ew  Y ork  City.
M ichael S. L obenthal, 29 W est 34th 
S tree t, N ew  Y ork  C ity.
C harles C. N o rth , 601 O uachita  N a­
tiona l B ank  B uilding, M onroe, La.
E rn e s t H . F le tch e r, 1442 Buhl B uilding, 
D etro it, Mich.
W . H. V an  T ifflin, 1442 B uhl B uilding, 
D etro it, Mich.
L u th e r  K u rtz  W atk in s, 2019 L ib e rty  
B ank  B uild ing, Buffalo, N . Y.
H aro ld  B en ing ton , 140 South  D earborn  
S tree t, Chicago, I ll.
H . C lin ton K line, 35 C ongress S tree t, 
B oston, M ass.
Jo h n  R o b ert B artiza l, 38 S outh  D ear­
b orn  S tree t, C hicago, I ll.
John  W. H ooper, 9315 R idge B oulevard, 
B rooklyn, N ew  Y ork .
H ow ard C. G reer, Ohio S ta te  U n iver­
s ity , C olum bus, Ohio.
P au l S. F erg u so n , 1328 B roadw ay, 
N ew  Y ork  C ity.
F ra n k  L . E a to n , 311-312 E xchange 
B ank  B ldg., L ittle  Rock, A rk .
D aniel S idney M cElroy, 1215 E a s t M ar­
q u e tte  R oad, C hicago, I l l .
C harles F . A x tm ann , 277 W est F ed ­
e ra l S t., Y oungstow n, Ohio.
A. B. Sanders, 421 F i r s t  N a tio n a l B ank  
Bldg., W ich ita , K ans.
E dw ard  G. B orjes, 151 F if th  A ve., N ew  
Y ork  City.
E ric  Louis W heeler, 628 Belden A ve., 
C hicago, I l l .
D avid M unroe, 140 C edar S t., N ew  Y ork 
C ity.
A llen  M. K. S tephens, 17 N o rth  W ar­
re n  S t., T ren ton , N . J .
R o b ert H . R iss inger, 1509 F ran k lin  
T ru s t B ldg., P h iladelph ia , Pa.
W illiam  F . M orrison, 606 H oge B ldg., 
S ea ttle , W ash.
H aro ld  O. W alker, 565 F if th  A ve., N ew  
Y ork  C ity.
Sam  W. E skew , 1128 In te r-S o u th e rn  
B ldg., Louisville, Ky.
A r th u r  Reed H oover, Room  2, F ir s t  
N ationa l B ank  B ldg., Y ak im a, W ash.
L ym an  H . S tu a r t, 1744 S trau s  B ldg., 
Chicago, I l l .
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H a rry  B oggs, 1014 M erchan ts B ank 
B ldg., Ind ianapo lis , Ind .
W. M. Le C lear, 140 S outh  D earborn  
S t., Chicago, I ll.
E . G. McCoy, 1844 N o rth  52nd St., 
S ea ttle , W ash.
Irw in  N ew m an, 110 South  D earborn  
S t., C hicago, I l l .
N orm an  N . Schom isch, 169 M ain St., 
O shkosh, W is.
P a u l R. S tro u t, 445-447 H en ry  Bldg., 
S ea ttle , W ash.
F red e rick  C ornelius W andm acher, 1290 
N ew  Y ork  A ve., B rooklyn, N . Y.
O tho G. C artw rig h t, 31 N assau  St., 
N ew  Y ork  City.
W illiam  H en ry  Lew is, 615 Pacific M u­
tu a l B ldg., Los A ngeles, C alif.
G eorge M. N icholson, 509 U nion T ru s t 
B ldg., P a rk e rsb u rg , W . Va.
A rch  J .  T o u rte llo tte , 402 T itle  & T ru s t 
B ldg., P o rtlan d , O reg.
M. E . J .  P apke , 208 South  L a  Salle St., 
C hicago, I l l .
B ern a rd  I. D ah lberg , B urw ell Bldg., 
K noxville, T enn.
Isado re  H . K rekste in , 310 B ulletin  
B ldg., P h iladelph ia , P a .
Indiana
The fall meeting of the Indiana 
Association of Certified Public Ac­
countants will be held a t the cot­
tage of Frederick S. Willett, C. P. 
A., Klinger Lake, Michigan, begin­
ning on September 4 and extending 
over Labor Day.
Louisiana
A t the annual meeting of the 
State Society of Louisiana Certified 
Public Accountants held on Thurs­
day, August 12th, the following of­
ficers were elected for the ensuing 
year: Curtis F. Scott, C. P. A., 
P resident; Lanaux Rareshide, C. P. 
A., Vice P resident; Geo. A. Tread­
well, C. P. A., Secretary; Chas. L. 
Seemann, C. P. A., Treasurer. The 
foregoing with H. J. Miller, C. P. 
A., E. J. Rovira, C. P. A., and L. E. 
Schenck, C. P. A., who were also 
elected, constitute the Executive 
Board.
The reports of various commit­
tees showed considerable activity 
of the society during the year. 
Several luncheons were had as well 
as public meetings, a t which pa­
Louis P . M iller, 1305 C adillac Square 
B ldg., D etro it, Mich.
A llen  R ich S m art, 111 W est M onroe 
S t., C hicago, I ll.
W illiam  Gordon B uchanan, Colorado 
B ldg., W ash ing ton , D. C.
E v e re tt R . B aylor, F id e lity  B ank Bldg., 
M em phis, Tenn.
L eonard  B ark er, P rov iden t Bldg., 
C hattanooga, Tenn.
C harles C. S taeh ling , 210 C rocker 
B ldg., San F rancisco , Calif.
Jo h n  J . Sellers, J r . ,  A ud ito r, V irg in ia  
Iron , Coal & Coke Co., R oanoke, Va.
Irv in g  B. F erguson , 171 W est 12th St., 
N ew  Y ork  C ity.
M. N a th an  K atzenellenbogen, 24 Com­
m erce S t., N ew ark , N . J .
F re d  P. Johnson , 884 40th St., Mil­
w aukee, W is.
A aro n  Bloch, 949 B roadw ay, N ew  
Y ork, N . Y.
E dw ard  F o r re s t  T hom as, 58 M arie tta  
St., A tla n ta , Ga.
John  B. P ayne, 26 Jackson  P lace N. W., 
W ash ing ton , D. C.
H e rb e rt H . R app , 426 W oodw ard Bldg., 
W ash ington , D. C.
pers on technical subjects were 
read by prominent speakers. A 
dinner was given to members of 
the United States Board of Tax 
Appeals, holding sessions in New 
Orleans. Efforts, though unsuc­
cessful, were made for the adop­
tion by the Legislature of a statute 
providing for arbitration of busi­
ness disputes and a publicity cam­
paign to inform the public of the 
functions of public accountants, 
was inaugurated.
Maryland
A dinner was given in honor of 
Raymond C. Reik, C. P. A., of Bal­
timore, by the accounting profes­
sion of Maryland, a t the Merchants 
Club, Baltimore, on August 4 ,  1926. 
The dinner was arranged upon the 
occasion of Mr. Reik’s admittance 
into the firm of Haskins & Sells, 
Certified Public Accountants. It 
was also a farewell dinner, as Mr. 
Reik left Baltimore the middle of 
August to take up his new duties 
as resident partner a t the Buffalo 
office. There were about seventy 
guests present. Mr. William P.
Ryan, former Collector of the P o r t; 
E rnest E. Wooden, C. P. A .; Tho­
mas L. Berry, C. P. A.; Samuel K. 
Dennis, of the Baltimore Bar, and 
Charles C. Croggon, C. P. A., spoke 
a t the dinner. Folger McKinsey 
(the Bentztown Bard) of the Bal­
timore Sun, composed and read a 
poem as a tribute to Mr. Reik from 
the accounting profession. J. Wal­
lace Bryan, C. P. A., and member 
of the Baltimore Bar, was the  
toastmaster.
Virginia
The annual meeting of the Vir­
ginia Society of Public Account­
ants will be held on Saturday, Sep­
tember 4, 1926, a t the Richmond 
Hotel, beginning a t 10 a. m. An 
attractive program has been ar­
ranged.
STATE BOARD NEWS
Ohio
A t a meeting of the Ohio S tate 
Board of Accountancy held on July 
30th, C. P. A. certificates were 
granted to 45 candidates who sa t 
in the May examination. The to tal 
number of candidates tha t took th e  
examination was 89, and of th a t 
number about 60 had sat in one o r 
more previous examinations.
VISITORS IN WASHINGTON
(F ro m  A ug. 2, 1926, to  A ug. 31, 1926.)
C arl E . D ietze, M ilw aukee, W is.
J .  F . W. H einbokel, S cran ton , P a . 
E dw ard  S. E llio tt, M em phis, Tenn.
A. C. C larkson, Colum bia, S. C.
Jo h n  E dw ard  Cooper, H ea ld sb u rg , 
Calif.
H a rry  L. Schindler, P h iladelph ia , P a . 
G eorge N icholson, P a rk e rsb u rg , W . V a. 
George R. Dobie, R ocky M ount, N . C. 
H aro ld  D udley G reeley, N ew  Y ork C ity. 
C harles F . C oates, H a rtfo rd , Conn. 
O scar W. Schleeter, C harleston , S. C. 
Solomon M asch, N ew  Y ork  C ity.
W m. A. W ood, P ittsb u rg h , P a .
H e rb e rt W. W ilber, P ittsb u rg h , Pa. 
S tan ley  S p u rr ie r, W ich ita , K ans.
 F la y  Louis M urphy, Chicago, I ll. 
G ardner W . K im ball, Ph iladelph ia , P a .    
E ugene  R. H udders , N ew  Y ork C ity.
G. A. C onnatser, K noxville, Tenn.
T. Colem an A ndrew s, R ichm ond, V a.
W. E . L angdon, Colum bus, Ohio.
J .  S. M. Goodloe, N ew  Y ork C ity.
STATE SOCIETY NEW S
286 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T September,
“WHAT OUR READERS SAY”
Ju n e  24, 1926. 
C ertified  Public  A ccountan t,
W oodw ard B uilding, W ash ing ton , D. C.
G entlem en: I  have  tw o p o in ts  w hich 
I  w ish  to  call to  th e  a tte n tio n  o f y o u r 
Society  and  know  th a t  you w ill receive 
th em  a s  constructive  critic ism s.
K indly  re fe r  to  P rob lem  1, Ohio E x ­
am in a tio n s, M ay issue , A . B. C. Com­
p an ies  C onsolidated. In  rev iew ing  th is  
P rob lem  I  n o te  th a t  th e  w ork  sh ee t g ran d  
to ta l  reaches $7,000,000.00, ap p ro x i­
m a te ly .
I  w ould like to  a sk  w h a t benefit th e  
E x am in ers  receive an d  w h a t p ro o f o f a  
cand ida te ’s accounting ab ility , in  se ttin g  
P rob lem s to  c a rry  such la rg e  su m s?  
Could n o t th e  sam e po in ts  be b ro u g h t 
o u t by  k eep ing  th e  item s to  sm all 
am o u n ts?
In  th e  sam e issue o f th e  C ertified  Public 
A ccoun tan t, Folio  149, C om m ercial L aw , 
Q uestion  4, th e  cand ida te  is  asked  to  de­
fine a  C ognovit N ote. T h is question  
seem s, un less  th e  docum ent is comm on 
in  th a t  S ta te , v e ry  f a r  fe tched .
T he w rite r  h a s  asked  tw o p rac tic in g
C. P . A ’s and  one p rac tic in g  A tto rn ey  
an d  none o f th e  gen tlem en re fe rre d  to  
h ad  ev e r h ea rd  o f a  C ognovit N ote. In - 
c iden tly , I  should be g lad  to  receive a  
techn ica l definition of such a  docum ent.
In  m y  opinion i t  is  ju s t  such questions 
a s  no ted  above— and  I  could s ig h t o thers  
— th a t  m ake p rep a ra tio n s  fo r  C. P . A . 
exam ina tions an  endless ta sk .
T he tw o elem ents w hich I  believe a n ­
noy  every  cand ida te  a re  a s  fo llow s:
F ir s t :  T im e lim its .
Second: T he trem endous scope of th e  
questions asked.
I  should be v e ry  g lad  to  have you pub ­
lish  th is  le t te r , i f  you so desire , a s  I  
a m  in te re s ted  to  e ith e r  have m y  view s 
co rrec ted  o r  som e action  ta k e n  to  cor­
re c t such “fre a k s” a s  no ted  above.
V ery  tru ly  yours,
I. D. B IL L IN G S .
710 E ddy  S t., P rovidence, R . I.
2373 P ro sp ec t A venue,
N ew  Y ork, N . Y., Ju ly  31st, 1926. 
D ear M r. H a rriso n :
In  an sw er to  M r. H erm an  B. B ehren- 
fe ld ’s le t te r  “W h a t O ur R eaders Say ,” 
d a ted  M ay 14, 1926, and  published  on 
pag e  216 o f y ou r m agaz ine  (Ju ly , 1926, 
is su e ), a s  a  subscriber to  y o u r m agaz ine  
I  w ould sa y  th a t :
F ro m  th e  po in t o f v iew  th a t  th e  ac­
co u n tan t’s re p o r t should cover th e  tru e  
an d  co rrec t financial conditions o f h is 
c lien t’s business, I  deduce th a t  in  C’s 
re p o r t should be included th e  tr u e  v a lu a ­
tio n  o f  th e  accounts receivable due 
fro m  B.
A n  accoun tan t, a s  a  ru le , in  add ition  
to  th e  a u d it o f th e  books o f accounts,
verifies such item s b y  m eans o f in v es ti­
ga tions, th ro u g h  correspondence o r in ­
te rv iew s w ith  h is  c lien t’s custom ers o r 
o th e r p a rtie s  fro m  w hich re liab le  in fo r­
m atio n  could be obtained.
In  doing so, he  sa tisfies h im self. H is 
know ledge of an o th e r c lien t’s condition 
should be used , also , a s  h is  sa tisfac tion .
In  fo llow ing  th is  policy I  w ouldn’t  
consider th e  a c t a g a in s t th e  e th ics o f th e  
profession , because i t  ten d s to  p rev en t 
th e  consequences o f m islead ing  s ta te ­
m en ts  to  th e  business w orld , who h igh ly  
re lies upon th e  re p o r t o f  an  accoun tan t.
I  c e rta in ly  consider M r. B ehrenfe ld ’s 
question  v e ry  in te re s tin g . I t  p erm ea tes  
th e  eth ics o f th e  p rofession .
Y ours v e ry  tru ly ,
JO S E P H  ROM ANO.
N ew  Y ork, N . Y ., A ug. 6 th , 1926. 
T he A m erican  Society o f C ertified Public  
A ccoun tan ts, W oodw ard B ldg., W ash ­
ing ton , D. C.
G entlem en: R ecen tly  th e re  h a s  been 
som e ta lk  in  W ash ing ton  ab o u t m ak ing  
th e  T ax  B oard  o f A ppeals a  co u rt in ­
stead  o f an  a rb i tra ry  body, th u s  e lim ina t­
in g  th e  certified  public accoun tan ts fro m  
ap p ea rin g  a s  counsel. T he a rg u m en t ad ­
vanced by  th e  advocates o f th is  schem e 
is , th a t  th e  certified public acco u n tan t is  
n o t qualified by  tra in in g  in  th e  law s of 
evidence.
I t  is  tru e  th a t  a t  th e  beg inn ing  th e  a p ­
peals b ro u g h t befo re  th e  bo ard  b y  c e rti­
fied public accoun tan ts w ere n o t p roperly  
p resen ted , and  th e  leg a l p ro fession  
sm iled. T he certified  public accoun tan ts 
w ere confron ted  w ith  a  prob lem  in  w hich 
th ey  w ere w holly  u n p repared , w hich th e y  
had  n o t stud ied , and  in  w hich th e y  had  
no p receden t to  guide th em — som eth ing  
e n tire ly  new. Public accounting  is  a  la te  
profession , and  p re sen tin g  appeals befo re  
th e  board  is  i ts  la te s t  acquisition .
P ra y , le t  th e  lega l p ro fession  te ll us, 
in  th e  ea rly  days o f th e i r  lea rned  p ro ­
fession , o f th e  m an y  thousands o f fa u lty  
cases b ro u g h t before  a  co u rt o f law , and 
o f th e  m an y  thousands o f cases th row n  
ou t on account o f lack  o f evidence, w hich 
in  th e se  m o d em  days a  conscientious law ­
y e r  w ould n o t d a re  to  p re se n t befo re  a  
jud ic ia l body. T h a t took  m an y  y e a rs  of 
s tu d y  and p ro fiting  b y  th e  m istak es of 
o thers. T h e  sam e app lies to  certified  pub ­
lic accoun tan ts p re sen tin g  th e ir  c lien ts’ 
appeals befo re  th e  board .
I t  is  a  positive f a c t  th a t  in  th e  p a s t  
y e a r  th e  cases b ro u g h t befo re  th e  board  
by  certified  public accoun tan ts w ere  re ­
m ark ab ly  w ell p resen ted , and  th e  neces­
sa ry  evidence w as th e re  also. W e have 
lea rn ed  o u r lesson  in  a  v e ry  sh o r t tim e.
F u rth e rm o re , i f  a s  s ta te d , th e  certified  
public accoun tan t w as n o t qualified a t  th e  
s t a r t  b y  tra in in g  in  th e  law s o f evidence, 
I  a sk  th e  law yers  a  s im ila r question . A re
th e y  qualified b y  tr a in n g  in  accounting  
problem s ?
The ta x  law  is based  on p u re  account­
ing , and  th a t ,  in  m y  opinion, h as  
p rom pted  th e  board  to  ad m it certified  
public accoun tan ts  a s  counsel, and  i t  
would be u n fa ir  and  an  in ju stice  to  th e  
ta x p a y e rs  to  p rev en t certified  public ac ­
co un tan ts  fro m  rep re sen tin g  them  befo re 
th e  board .
H E R M A N  N IC H O LS, C. P . A .
C lassified A dvertisem ents
A d v e r tis in g  c o p y  fo r  t h i s  p a g e  sh ou ld  
be rece iv e d  in th e  office o f  T H E  C E R T I­
F IE D  PU B L IC  ACCOUNTANT n o t la te r  
than  th e  25th d a y  o f  th e  m on th  p reced in g  
th e  m on th  o f  p u b lic a tio n . R a te s  fo r  “H elp  
■Wanted” an d  “S itu a tio n  W a n ted ,” $3.00 
p er in ch  or fr a c t io n  th e r e o f  (7 l in e s  to  
an in ch ) fo r  on e in ser tio n . T h e r a te  
fo r  " M iscellan eou s"  is  $5.00 p er  in ch  fo r  
ea ch  in ser tio n .
C E R T IF IE D  PU B L IC  A C C O U N TA N T
desires p e rm an en t connection. O ver 
six  y e a rs  public p rac tice , experienced 
in  ta x  inv es tig a tio n s and  p rosecu tions, 
consolidations and  sy s tem atiz ing . C ap­
able o f superv ising  la rg e  staff. N o 
ob jection  to  trav e lin g . Box 139, T H E  
C E R T IF IE D  P U B L IC  A CC O U N TA N T.
FO R  SALE— Sm all, w ell developed p rac ­
tice  in  good business section. South- 
cen tra l location , p rac tica lly  f re e  from  
local com petition , w ith  excellen t field 
fo r  fu r th e r  developm ent. O pportun ity  
to  s t a r t  in  business w ith  incom e a s ­
su red  fro m  estab lished  p rac tice . A d­
d ress Box 140, T H E  C E R T IF IE D  
PU B L IC  A CC O U N TA N T.
C E R T IF IE D  P U B L IC  A C C O U N TA N T S:
On account o f illness am  offering  m y  
in te re s t in  an  old and  fav o rab ly  know n 
accounting  office, w ith  a  good clientele, 
in  a  m ost p rog ressive  200,000 popu­
la tio n  so u thern  tow n, w hich w ill offer 
an  excellen t o p p o rtu n ity  fo r  th e  r ig h t 
m an . A ddress Box 141, T H E  C E R T I­
F IE D  P U B L IC  A C C O U N TA N T.
HOTEL LAFAYETTE
Sixteenth and I  Streets  
W ashington, D. C.
CENTRAL LY LOCATED
W ithin three blocks of Treasury 
Departm ent
A Complete Tax Library 
Available for use of guests. 
Write or Wire for Reservations. 
MODERATE RATES
1926 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
American Appraisals have never been as widely em­
ployed as today in determining depreciation (annual as 
well as accrued), in fixing bases for cost systems, and in 
establishing fixed capital charges. The service required 
to meet these ends is the most exacting required of an 
appraisal organization.
The accounting fraternity was brought into intimate con­
tact with our facilities for rendering exacting service 
during the “ tax case” days. I t is one of our chief satis­
factions that these contacts do not die with the settlement 
of tax difficulties.
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STATE REPRESENTATIVES OF THE AMERICAN 
SOCIETY OF CERTIFIED PUBLIC 
ACCOUNTANTS
Fiscal Year September 1, 1926 to August 31, 1927
A labam a:
M ayer W . A ldridge, 300 D ex te r A ve., 
M ontgom ery, A la.
A riz o n a :
W illis H . P lu n k e tt, Box 1385, Phoenix , 
A riz.
A rk a n sa s :
W illis W. F ind ley , 401 H all B ldg., L it­
tle  Rock, A rk .
C a lifo rn ia :
R eynold E. B ligh t, S tock E xchange 
B ldg., Los A ngeles, Calif.
W illiam  Dolge, 369 P ine  S t., San F ra n ­
cisco, Calif.
C olorado:
L ouis C. L inck, 738 U . S. N ationa l 
B ank  B ldg., D enver, Colo.
C onnecticu t:
C harles F . C oates, 750 M ain St., H a r t­
fo rd , Conn.
D e law are :
A lfred  H . Coe, Du P o n t B ldg., W il­
m ing ton , Del.
D istric t o f C olum bia:
D w igh t N . B urnham , 901 V erm ont 
B ldg., W ash ington , D. C.
Jam es A. Councilor, 426 W oodw ard 
B ldg., W ash ington , D. C.
F lo r id a :
W a lte r Mucklow, P en in su la r C asua lty  
B ldg., Jacksonv ille , F la .
G eorg ia :
A llen  W. C lapp, 422 C andler Bldg., 
A tla n ta , Ga.
H aw aii:
No election:
Id ah o :
Je rem ia h  W. R obinson, 420 E m pire  
Bldg., Boise, Idaho.
Illino is:
W illiam  B. C astenholz, 4101 South  
M ichigan A ve., Chicago, I l l .
G eorge P . E llis, 30 N o rth  L a Salle St., 
Chicago, I ll.
D avid H im m elblau, F ir s t  N ationa l 
B ank  B ldg., C hicago, I ll.
G eorge W. R o sse tte r, H a rr is  T ru s t 
B ldg., Chicago, I l l .
In d ia n a :
H . A . R oney, 819 S ta te  L ife  B ldg., 
Ind ianapolis, Ind.
Io w a :
A lb e rt H. H am m arstrom , 208-9 W es­
ton  Bldg., C linton, Iow a.
K an sas:
S tan ley  S p u rrie r, 1100 B ittin g  Bldg., 
W ich ita , K ans.
K en tu ck y :
W illiam  A. H ifner, J r . ,  205 C ity  B ank 
B ldg., L ex ing ton , Ky.
L o u is ian a :
A rchie M. Sm ith , H ibern ia  B ank  B ldg., 
N ew  O rleans, L a.
M aine:
E llen  L ibby E astm an , 176 M ain St., 
Sanford , Me.
M ary land :
C harles C. C roggon, 1243 C alvert Bldg., 
B altim ore , Md.
M assachuse tts :
F red e rick  Bond C herring ton , 79 M ilk 
S t., B oston, M ass.
. H e rb e rt F . F rench , 100 S um m er St., 
B oston, M ass.
D aniel B. Lew is, P a rk  S quare  Bldg., 
B oston, M ass.
E dw in L. P ride , 40 C en tra l S t., B oston, 
M ass.
M ichigan:
Thom as H. E vans, D im e B ank  Bldg., 
D e tro it, Mich.
W. T. McConnell, F i r s t  N atio n a l B ank 
B ldg., D e tro it, Mich.
M inneso ta:
A . F . W agner, 532 S ecurity  B ldg., M in­
neapolis, M inn.
M ississipp i:
L. A . W illiam s, G reenwood, M iss.
M issou ri:
P a r ry  B arnes, 1003 P ioneer T ru s t 
B ldg., K ansas C ity, Mo.
M ontana:
D ouglas N. W ilson, 529-31 F o rd  B ldg., 
G rea t F a lls , M ont.
N eb rask a :
H orace S. W iggins, B ankers  L ife  Bldg., 
L incoln, N ebr.
N e v ad a :
E . S. L aT o u rre tte , P . O. Box. 30, Reno, 
N ev.
N ew  H am psh ire :
C larence I. D ray ton , 922 E lm  St., M an­
chester, N . H.
N ew  Je rse y :
Jam es F . H ughes, 104 F a irv iew  Ave., 
J e rs e y  C ity , N . J .
Jam es F . W elch, 129 M ark e t S t., P a t ­
erson , N . J .
N ew  Y ork:
A lexander S. B anks, 7 D ey S t., N ew  
Y ork  City.
H om er A. D unn, 35 W est 64th S t., N ew  
Y ork  C ity.
P au l-Jo sep h  E sq u erre , 20 V esey St., 
N ew  Y ork  City.
H aro ld  D udley G reeley, 25 W est 43rd 
S t., N ew  Y ork  C ity.
Leo G reendlinger, 13 A s to r  P lace, N ew  
Y ork C ity.
M artin  K ortjohn , 15 P a rk  Row, New 
Y ork City.
Jo h n  T. M adden, 32 W averly  P lace, 
N ew  Y ork  C ity.
C harles S. M cCulloh, 100 B roadw ay, 
N ew  Y ork  C ity.
R o b ert H . M ontgom ery, 110 W illiam  
St., N ew  Y ork  C ity.
N orm an  E. W ebster, 60 B roadw ay,
N ew  Y ork  City.
W illis S. W hittlesey , 101 P a rk  A ve., 
N ew  Y ork  C ity.
N o rth  C aro lina :
D. H . M cCullough, Johnston  Bldg., 
C harlo tte , N . C.
N o rth  D ako ta :
F loyd  F . B urchard , N o rth w este rn  N a tl .  
Bk. Bldg., G rand  F o rk s , N . D ak.
O hio:
W a lte r D. W all, 44 W est G ay S t., Co­
lum bus, Ohio.
P h ilip  G. W ard , 515 H an n a  B ldg., 
C leveland, Ohio.
O klahom a:
C harles F . M iller, L ib e rty  N a tio n a l 
B ank  B ldg., O klahom a C ity, Okla. 
O regon :
A r th u r  B erridge , 619-20 W o rces te r 
Block, P o rtlan d , O reg.
P en n sy lv an ia :
H orace P . Griffith, F ran k lin  T ru s t  
B ldg., P h iladelph ia , Pa.
E dw ard  P . M oxey, J r . ,  R eal E s ta te  
T ru s t  B ldg., Ph iladelph ia , P a .
Jo seph  H . V an D orn, L and T itle  Bldg., 
P h iladelph ia , P a .
R o b ert Boone Vollum , 804 P e rry  B ldg., 
P h iladelph ia , P a .
P h ilipp ine Is lan d s:
N o election.
Rhode Is lan d :
S. G eorge H ay , H osp ita l T ru s t Bldg., 
P rovidence, R. I.
South  C aro lina :
O rm sby P. B ourke, L ib e rty  Bldg., Co­
lum bia, S. C.
South  D ako ta :
G eorge A. A nderson, A berdeen, S. D ak.  
T ennessee :
E dw ard  S. E llio tt, B ank  of C om m erce
& T ru s t B ldg., M em phis, Tenn.
T e x a s :
A. C. U p leger, W aco, Tex.
U ta h :
Lincoln G. K elly, W alke r B ank Bldg., 
S a lt L ake C ity , U tah .
V erm ont:
O rris  H . P a rk e r , 16 S ta te  St., M ont­
pelier, V t.
V irg in ia :
C. S. G oldston, Box 746, Richm ond, Va. 
W ash ing ton :
A rn e  S. H ansen , 916-18 L eary  B ldg., 
S ea ttle , W ash.
W est V irg in ia :
Je sse  L. C ram er, C itizens B ank B ldg., 
P a rk e rsb u rg , W. Va.
W isconsin :
C arl E . D ietze, 209 G rand Ave., Mil­
w aukee, W is.
W yom ing:
C harles H . R e im erth , 401 0  O. S. Bldg., 
C asper, W yo.
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THE CERTIFIED
PUBLIC ACCOUNTANT
736 Woodward Building Washington, D. C.
Business and professional men find here the acme of luxury and 
comfort. Being in close proximity to Governmental Departments, the 
Mayflower is ideally located for the man whose business brings him to 
the National Capital.
WASHINGTON’S FINEST HOTEL 
and yet—
Rates no higher than at 
less luxurious hotels
Over 1000 beautifully furnished rooms, all having outside exposure 
and private baths. The Mayflower offers every convenience for travelers, 
and a pleasant memory for departing guests.
Connecticut Avenue — Between The White House and Dupont Circle
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Portable Adding M achine
T he public was waiting for just 
such an  adding m achine—light­
weight, sturdy, dependable—yet 
low-priced.
3 0 ,0 0 0  a re  a lre ad y  in  use— 
convincing proof th a t an  urgent 
n e e d  for th is type o f m achine 
ex is ted  am ong m an u fac tu re rs , 
wholesalers, retailers,professional 
m en, secretaries o f organizations, 
and  even housewives.
T h is  m a c h i n e  a d d s  u p  t o  
$ 1 ,0 0 0 ,0 0 0 .0 0 ; h a s  s ta n d a rd
visible key-board, and  one-hand 
control. I t  can  be easily carried 
wherever re q u ire d . I t  is built 
w ith  th e  same quality and  pre­
cision and  backed by the  same 
guarantee and  service th a t have 
m aintained Burroughs leadership 
for over forty years.
The price is only $100 — $10 
dow n , w i t h  b a la n c e  in  ea sy  
p ay m e n ts . M a i l  t h e  coupon  
today for a  free dem onstration 
on  your ow n work. There is no 
obligation.
B U R R O U G H S  A D D IN G  M A C H IN E  C O M PA N Y , D E T R O IT , M IC H IG A N
B U R R O U G H S  A D D IN G  M A C H IN E  O F  C A N A D A , L IM IT E D  
O ffices in  A l l  th e  P r in c ip a l C ities o f  th e  W o r ld
Mail This 
Coupon Today
Burroughs Adding Machine Co.
6562 Second Boulevard,
Detroit, Michigan.
Without obligation I would like to  have 
a  free demonstration of the Burroughs 
Portable Adding Machine.
Name  
S tree t.
City.....
State—
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THE FIFTH ANNUAL CONVENTION 
OF THE AMERICAN SOCIETY
AS we go to press the Fifth Annual Convention of The American Society which was held at Ward- 
man Park Hotel, Washington, D. C., September 22-24, 
1926, has just closed. This meeting was the largest 
in point of attendance which has yet been held by 
the Society. There were 245 certified public account­
ants and guests present at the Convention. A splen­
did program was provided. The District Institute of 
Certified Public Accountants, which was in charge of 
the meeting, acquitted itself in a manner befitting the 
occasion and such as to be long remembered by all 
who were present. More complete details of the Con­
vention will be carried in the November issue.
ELECTION OF OFFICERS
PRESIDENT LUNSFORD called a meeting of the new Board of Directors of The American So­
ciety of Certified Public Accountants during the An­
nual Convention, just closed, at Wardman Park Hotel, 
Washington, D. C., for the purpose of electing the 
officers of the Society for the ensuing year. The re­
sults of this election are as follows:
President, James A. Councilor, C. P. A.,
Woodward Building, Washington, D. C.
First Vice President, Paul W. Pinkerton, C. P. A.
30 North La Salle Street, Chicago, Ill.
Second Vice President, James F. Hughes, C. P. A.
104 Fairview Avenue, Jersey City, N. J. 
Secretary, D. W. Springer, C. P. A.,
Ann Arbor, Mich.
Treasurer, T. Coleman Andrews, C. P. A.,
American National Bank Bldg., Richmond, Va.
The newly elected Secretary, Mr. D. W. Springer, 
returned at once to Ann Arbor, Michigan, for the pur­
pose of arranging his affairs there before returning to 
Washington. It is anticipated that he will be ready 
to assume the Secretaryship sometime during the 
month of October.
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TH E P R E SID E N T ’S MESSAGE
T HE privilege of serving you as President of our Society for the ensuing year is a high honor, 
carrying with it  serious responsibilities of which I 
am keenly aware. Ours 
is. an organization 
with a clear charter to 
a long and worthy life 
by virtue of its bene­
fits to our profession.
The elimination of in­
competent and fraudu­
lent accounting, the 
raising and mainte­
nance of the standards 
of requirements for 
the certificate of certi­
fied public accountant, 
the protection of the 
certificate, the promo­
tion of vital legisla­
tion, the improvement 
in service to the public 
and the development 
of the spirit of true 
fraternity  among our 
members is a goal 
which challenges our 
finest cooperative ef­
forts.
Striving towards this 
goal, others, in the 
years ju s t past, have 
undertaken Herculean 
tasks and have known 
the joy of accomplish­
ment. These men of 
wide, clear vision, un­
afraid of the tedious­
ness of toil, have 
placed us all forever in 
their debt.
However, we can not rest upon the accomplishments 
of the past. Each month and year bring their own 
peculiar problems and even now it is apparent th a t 
1927 will be a crucial period for the profession and 
for our Society.
Forty-three state legislatures will meet next year 
and reports indicate th a t in many states attem pts 
will be made by both friendly and adverse interests 
to bring about changes in the existing C. P. A. laws. 
This tendency is fraught with many dangers and 
will call for constant watchfulness and for the best 
efforts of our membership in protecting the ground 
gained through th irty  years of unrem itting effort on 
the part of those pioneers who have gone before. 
We m ust be prepared to meet the situation with a 
well-organized plan of advancement in order th a t the 
standards already attained may in no wise be 
jeopardized.
We believe th a t certain changes in some of the 
present laws are necessary and desirable, and may be 
made with profit both to the profession and to the
public. These changes, 
however, should be 
carefully worked out 
in the light of experi­
ence, care being exer­
cised to avoid undue 
haste, and with the 
fixed purpose of secur­
ing steady and consist­
ent progress through­
out the country.
Realizing th a t a 
closer union between 
the national and local 
bodies would greatly 
strengthen the position 
of the profession, you 
have, in the new by­
laws recently adopted, 
provided a method by 
which state organiza­
tions of certified public 
accountants might be­
come affiliated with our 
Society. The develop­
ment of this plan m ust 
engage our early a t­
tention.
Entering upon this 
new year as your pres­
ident, I pledge you my 
untiring efforts to 
maintain, with your 
loyal support, the es­
tablished standards 
and to give you an effi­
cient, constructive and 
active administration.
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Report of the President of The American Society 
of Certified Public Accountants
T HE close of another year of existence of The American 
Society of Certified Public Account­
ants finds the Society in a strength­
ened position with respect to nu­
merical strength as well as in pro­
fessional leadership.
During the year the officers and 
directors, members of committees 
and the membership a t large have 
worked earnestly and faithfully to 
advance the interests of the So­
ciety and bring about the realiza­
tion of the aims and objects for 
which it was founded.
The Secretary and Treasurer 
and the chairmen of the various 
committees will report a t length 
and in detail upon their respective 
activities, and I do not feel th a t it  
is necessary for me to attem pt to 
include in this report detailed ref­
erences to the  finances of the So­
ciety or the activities of its com­
mittees.
The opening of the new year of 
the Society finds i t  in the position 
where realization of one of the 
dreams of its founders is possible 
and practical. Through the revis­
ion of the Constitution and By- 
Laws adopted during the year, it  is 
now possible for the Society to se­
cure and maintain close contact 
and cooperation with State organi­
zations of Certified Public Account­
ants and I earnestly recommend to 
my successor and to the incoming 
Board of Directors of the Society 
th a t no effort be spared to secure 
the affiliation with our Society of 
the various State organizations.
The fundamental basis of our 
membership is the certificate 
granted by authority of one of the 
States or other political subdivis­
ions. I t  is self-evident th a t the 
preservation of the dignity and 
standing of this certificate may 
best of all be protected through 
the agency of a strong State or­
ganization actively supported by 
an equally strong national associa-
R eport to  th e  A nnual Convention of The 
A m erican  Society o f C ertified Public 
A ccountan ts, Sep tem ber 23, 1926
tion, knitting together all of the 
States. Such a development was 
in the minds of the organizers of 
our Society and I sincerely hope 
th a t the forthcoming year will 
bring about affiliation between our 
organization and many of the State 
Societies.
Another outstanding develop­
ment of the year is th a t we are no 
longer open to the criticism of be­
ing without a statem ent of princi­
ples embodying the ethics of our 
profession. The work of the Com­
mittee on Ethics for the year 
ended August 31, 1925, resulted 
in the consideration by our Board 
of Directors of the necessity for 
including such a statem ent of 
principles in our organic law. The 
revised Constitution and By-Laws 
submitted to our membership by 
mail ballot and adopted as of June 
1st, 1926, contains precepts of pro­
fessional conduct of which the So­
ciety has ju st cause to be proud. 
Probably the Society has no mem­
ber who has not conducted himself 
in accordance with the precepts 
laid down in our By-Laws. There 
are, however, self-styled account­
ants whose sole object in life is to 
extract the greatest possible re­
muneration for the least possible 
service. Such men are strangers 
to good taste  as well as honesty 
and integrity, and it is only right 
and proper th a t the Society should 
go upon record to the effect th a t no 
such person could gain admittance 
to the Society even were he suc­
cessful in obtaining a certificate 
from some State Board.
Other changes were effected in 
the Constitution and By-Laws, of 
which the more im portant are per­
haps the improvement of the 
means employed in electing State 
representatives and members of
the Board of Directors by mail 
vote; the creation of an Advisory 
Committee composed of past presi­
dents of the Society and the reduc­
tion in number of vice presidents 
from five to two.
The Society has continued tire­
lessly and unceasingly its efforts to 
maintain a complete and accurate 
record of all the certificates gran t­
ed by the various Examining 
Boards. Probably nowhere else is 
there in existence so complete and 
accurate a list of Certified Public 
Accountants as is maintained in 
the offices of our Society and the 
increasing number of requests for 
information of various sorts re­
ceived by our Secretary is the best 
evidence of the value of this work 
and the recognition it is obtaining.
Another im portant phase of our 
activity which has shown improve­
ment is our official organ, THE 
CERTIFIED PUBLIC ACCOUNT­
ANT. It was recently decided th a t 
the time had arrived to discontinue 
the policy of mailing the magazine 
free of charge to every Certified 
Public Accountant of whom the So­
ciety had a record. The large num­
ber of paid subscriptions which 
were received upon the announce­
ment of this change of policy was 
highly gratifying to the editorial 
staff and the Committee on Publi­
cation. Many letters have been re­
ceived complimenting the Society 
upon the great practical value of 
the m aterial contained in our mag­
azine. The publication of examin­
ation questions given by various 
State Certified Public Accountant 
examining bodies has proved a 
very popular feature of the maga­
zine. Numerous articles on the 
technical aspects of our profession 
have provoked wide-spread com­
ment and discussion, while articles 
of a more general appeal have m et 
with a very favorable response 
from all classes of readers of our 
publication. The field for the con­
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tinued improvement and expansion 
of THE CERTIFIED PUBLIC AC­
COUNTANT is practically unlimit­
ed. Plans are under way for the 
incorporation of the magazine and 
I feel th a t we may confidently ex­
pect to see it take the front rank 
among publications devoted to ac­
counting and allied subjects.
Perhaps it is not out of place to 
say a t this time th a t the editorial 
staff and Committee on Publica­
tion have always welcomed contri­
butions to the magazine from our 
membership. No doubt we have 
among our members men who are 
qualified to supply sufficient ma­
terial to  fill a periodical much 
larger than our present schedule of 
publication calls for and I urge up­
on you the duty and privilege of 
contributing to our official organ at 
frequent intervals. Everyone of 
you has some particular phase of 
the accounting profession in which 
you are most interested. Probably 
you are well qualified to write on 
this particular subject and on 
many others. You can not render 
a  greater service to your profes­
sion than by helping to disseminate 
accurate information as to the 
technical and general aspects of the 
work you are most interested in 
doing.
There has not been a great deal 
of legislative activity during the 
year ju s t closed. You are all aware 
th a t the Illinois law superseding 
the form er Certified Public Ac­
countants laws of th a t S tate was 
declared unconstitutional and the 
form er law is therefore still in ef­
fect. The regulatory laws passed 
sometime since in Maryland, Loui­
siana, Michigan and several other 
states, appear to be working in 
a satisfactory manner and with­
out many of the disadvantages 
which were feared m ight result. 
The subject of regulatory legisla­
tion will undoubtedly be of press­
ing interest when State legislative 
bodies are again in session during 
the coming winter. Opinions dif­
fe r  widely upon this subject, but 
in this connection, I venture to 
quote Mr. Homer S. Pace in his
review of Colonel Robert H. Mont­
gomery’s paper, delivered before 
the International Congress of Ac­
countants in Amsterdam last sum­
mer :
“Restrictive legislation, if it 
proves to be constitutional and is 
wisely drawn, should not be aban­
doned. We should, it seems to me, 
be careful not to move too rapidly, 
but as time progresses, we should 
work toward a condition in which 
the work of the accountant which 
affects the interests of the general 
public, shall be restricted to ac­
countants who have demonstrated 
their professional fitness for such 
work.”
The history of accountancy legis­
lation in the past would lead us to 
believe th a t any progress to be 
made in the fu ture m ust be slow 
and gradual and the result of care­
fully thought out and executed 
plans ra ther than any sudden revo­
lution in existing laws. To many 
accountants, it seems th a t the cre­
ation of elaborate machinery by 
the States for the purpose of ex­
amining candidates and issuing 
certificates to those deemed quali­
fied to practice as Certified Public 
Accountants is largely nullified if 
the certificate is to be only an hon­
orary title. Most of the abuses 
complained of in public practice are 
finally found to be attributable to 
so-called practitioners who do not 
hold a certificate as a Certified Pub­
lic Accountant from any State. I t 
is this condition of affairs which is 
largely responsible, I am sure, for 
the agitation for regulatory legis­
la tio n  and not as many seem to 
think the desire on the p art of Cer­
tified Public Accountants to create 
a  special privilege for their own 
benefit. The large number of suc­
cessful candidates in the Certified 
Public Accountant examinations, 
especially in those States where the 
examination is actually conducted 
by the State Board of Examiners is 
the best refutation of the argu­
ment th a t legislative regulation 
bars the aspirant to the profes­
sional practice of accounting.
While on the subject of legisla­
tion, the Revenue Act of 1926 must, 
of course, not be overlooked. The 
Directors of your Society felt th a t 
while this act was under consider­
ation by the Congress, the  ends of 
the Society would be best served by 
offering cooperation ra ther than  
propaganda. Members of the Com­
mittee on Federal Legislation were 
active and willing a t all times to 
offer suggestions and advice but, 
acting under the direction of your 
Board of Directors, did not present 
any definite proposals, since to do 
so would have merely put us upon 
a plane with other organizations 
seeking special concessions and 
publicity a t any cost. The attitude 
adopted by your Committee was 
appreciated by th e  Congressional 
committees and I feel th a t the in­
terests o f  the Society were ad­
vanced to a much greater degree 
than would have been the case had 
we appeared requesting certain 
specific changes in the law, how­
ever meritorious such proposals 
might have been.
I t is a m atter of regret th a t the 
Congress did not see fit to lower 
corporation taxes, which are quite 
out of line with taxes imposed up­
on other forms of business enter­
prise. This is a condition which 
only the future can correct. Much 
may be done to bring about an 
equalization of corporation taxes 
through the agency of Certified 
Public Accountants. Many busi­
ness men profess to believe th a t 
the Certified Public Accountant is 
in favor of high taxes because of 
the fees to be derived from the pre­
paration of tax  returns. We have, 
therefore, a splendid opportunity 
to  appear before Chambers of Com­
merce, trade associations and even 
political gatherings and advocate 
an equalization of the tax burden 
based upon those principles of 
American justice which have made 
our country what it is today. Let 
us not overlook this opportunity to 
render th is desirable public serv­
ice, but each in his own environ­
ment take steps to bring this m at­
te r sharply to the attention of busi­
ness men and legislators before the
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next general revision of taxes 
takes place.
The present Federal adm inistra­
tion has indicated an interest in the 
subject of regulation of corpora­
tions doing business inter-state in 
character w ith respect to more cor­
rect and complete reports of finan­
cial position and operating results. 
Professor W. Z. Ripley, in his last 
article in the Atlantic Monthly, 
commented on this subject a t 
length. Surely no one is better able 
to counsel and cooperate with pub­
lic officials interested in securing 
such regulation than the Certified 
Public Accountant.
Corporation financing is also a 
subject of interest to the Certified 
Public Accountant. The public’s 
willingness to purchase all classes 
of corporate securities in large 
quantities has led to abuses which 
is causing real concern to ethical 
and conservative bankers and econ­
omists. Many of these abuses can 
be corrected through inclusion in 
reorganization programs of ample 
working capital and sufficient 
equity cushions to  provide for pos­
sible operating losses. Certified 
Public Accountants should give
To the Board of Directors and 
Members of The American So­
ciety of Certified Public Ac­
countants :
Another year has passed and it 
becomes my privilege and duty to 
make to you a report on the activi­
ties of this office for the fifth year 
of the Society’s existence. In as 
much as it is my desire to be re­
lieved of the duties of the secre­
taryship of The American Society 
with the end of this fiscal year, and 
I  have previously so indicated to 
you through the Board of Direc­
tors, I may be pardoned for com­
menting in this report on some of 
the activities of the preceding four 
years as well as the particular 
activities of the year ju st passed.
particular attention to certificates 
of income and financial position 
“afte r giving effect to present 
financing” and “afte r elimination 
of non-recurring charges” to the 
end th a t the public secures proper 
and complete information.
There seems to be no more fru it­
ful field for public service for the 
Certified Public Accountant than 
in the field of corporate finance and 
regulation. The public has a right 
to assume th a t any profession will 
take an interest in the branch of 
the public affairs in which it is pre­
sumed to  have expert knowledge, 
and I urge upon you a  more pro­
nounced interest in these things.
I desire to express my personal 
thanks and deep appreciation of 
the great assistance rendered me 
during the year by officers, direc­
tors and committee members. The 
burden of administration has rest­
ed largely on the shoulders of your 
Secretary and his associates, and 
I particularly desire to thank them 
for their loyalty to the affairs of 
the Society.
Respectfully submitted,
H. E. LUNSFORD.
Membership
The membership a t the begin­
ning of the year was 2039; new 
members added during the year 
461; during year 6 have been rein­
stated ; during the year the follow­
ing 7 members have died:
G. P. Balfour,
Morgan R. Evans,
Brace M. Gallien,
Edward R. Conant ,
H. E. Freudenthal,
Henry N. Greeley,
Edward Hooke.
Seventeen have been dropped for 
non-payment of dues; 78 have re­
signed from membership in the So­
ciety, of which 60 resignations 
came afte r the revision of the Con­
stitution and By-Laws and adop­
tion of the Precepts of Professonal 
Conduct; leaving a net membership 
as of the close of business August 
31, 1926, of 2404.
Beginning with no membership 
a t Chicago on December 12, 1921, 
we had a t the close of the year 
1922 a membership of 653; a t the 
close of the year 1923 it  was 822; 
a t the close of the year 1924 it  was 
1107; a t the close of the year 1925 
it was 2039; a t the close of the 
year 1926 it was 2404. The geo­
graphic distribution of our mem­
bership is as follows:
A labam a .................................. ................ 11
A rizona ................................................... 6
A rk an sas  ................................................  11
C alifo rn ia  ..............................................  121
Colorado ............................... ...................  24
C onnecticut ...................... .....................  46
D elaw are ........................................... ....  1
D istric t o f Colum bia ..........................  74
F lo rid a  ............ ........................................  34
G eorg ia  .......................... ........................  39
Idaho ......................................................  1
Illinois ................................ ....................  203
In d ian a  ................................ .................. 35
Iow a .........................................................  6
K ansas ..................................................... 10
K entucky .................................... ...........  19
L ou isiana ............................... ...............  45
M aine ............................... .......................  8
M ary land  .................... ............................  40
M assachusetts  .....................................  185
M ichigan ................................................  106
M innesota ..............................................  16
M ississippi ............................................  13
M issouri ............................... ..................  35
M ontana ................................................  8
N eb rask a  .................................. ...... .......  7
N evada ................................ .................. 2
N ew H am pshire  ...................................  5
N ew  Je rse y  .......................................... 77
N ew  Y ork  ..............................................  542
N o rth  C aro lina ...................................  43
N o rth  D akota  .......................................  3
Ohio ...... ............................ ......................  91
O klahom a ... ........................................... 41
O regon ....................................................  19
P ennsy lvan ia  ............................. ............  172
R hode Is land  .......................................... 10
South  C aro lina ................................ .....  20
South  D ako ta  .......................................  3
T ennessee .............................................. 48
T exas ............ .......................... ...............  40
U ta h  ........................................................  3
V erm ont ............ ...................................... 2
V irg in ia  ................................................... 32
W ash ing ton  ............................................ 53
W est V irg in ia  .....................................  24
W isconsin ..............................................  42
W yom ing ............................... ................  3
F o re ig n  .......... .................................. ..... 25
T o ta l ................ .. ..................... ... 2,404
ANNUAL REPORT OF THE SECRETARY
R ep o rt to  th e  A nnual C onvention of The A m erican  Society of C ertified Public 
A ccountan ts, Sep tem ber 23, 1926.
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The foregoing figures represent 
a healthy and steady increase in 
membership of the Society, especi­
ally so when we consider them in 
relation to the total number of per­
sons eligible for membership in The 
American Society, which is ap­
proximately 8,000. A large num­
ber of certified public accountants 
are now in private employment. 
Such statistics as can be obtained 
would indicate th a t about 75 per 
cent of the holders of C. P. A. cer­
tificates are now in public practice. 
I t is well known th a t persons not 
employed in public practice do not, 
as a rule, participate in and 
support their professional organi­
zations. This leads to the ob­
servation th a t the Society is 
rapidly approaching the point 
where its increase in membership 
will come largely from those newly 
licensed as certified public account­
ants. I would suggest, therefore, 
th a t in the fu ture more attention 
be directed to enlisting the support 
of the newly licensed C. P. A., thus 
obtaining his cooperation and in­
te rest early in his professional 
career.
Under the revised Constitution 
and By-Laws a member of a State 
organization of certified public ac­
countants is not required to pay 
the initiation fee and this field for 
increase in the membership should 
bring good results during the com­
ing year. Since the revision we 
have had only four months in which 
to bring this m atter to the atten­
tion of the members of the state or­
ganizations. During th is short 
period, which is the annual vacation 
period, we have admitted to mem­
bership 99 members of state or­
ganizations without the payment 
of the initiation fee.
The American Society, from its 
very beginning, has been commit­
ted to the theory tha t the state or­
ganization of certified public ac­
countants is a very large and po­
tential part of the scheme of a na­
tional organization of certified pub­
lic accountants. As evidencing our 
faith  in this plan we have made 
provision for affiliation with state
organizations through a revision of 
our Constitution and By-Laws on 
June 1, last. W ith this move it 
becomes necessary to exercise a 
more active and direct interest in 
the existing state organizations. 
They should be assisted in becom­
ing thoroughly and completely or­
ganized to the end th a t they may 
effectively perform the functions 
th a t naturally devolve on them 
in handling local m atters. Further­
more we should offer our assistance 
in the formation and organization 
of state societies in states where 
none exist.
I t was my pleasure to assist in 
the organization of the Kentucky 
Society of Certified Public Account­
ants in May, 1924, and also to as­
sist in organizing the Maine So­
ciety of Certified Public Account­
ants in December, 1924. There are 
now several of the smaller states 
where no society exists th a t are 
contemplating early organization. 
If the state societies now exist­
ing in some of the states do 
not function more completely as 
state societies of certified public 
accountants they may shortly find 
themselves facing rival organi­
zations in the state seeking to 
speak the will of the certified pub­
lic accountants in th a t state. I t 
is evident th a t where a situation 
of this character arises it  will oc­
casion some embarrassment to The 
American Society in determining 
which organization is to receive its 
approval. This contingency adds 
additional weight to the suggestion 
th a t the existing state societies 
should be assisted in every possible 
way to completely carry out the 
program in their state toward the 
advancement of the interests of the 
profession and the public.
Membership Directory
During the fiscal year one Di­
rectory of Membership was pub­
lished as of February 1, 1926. 
Even a casual glance through th is 
will show the healthy character of 
the growth of the Society and will 
evidence the fact th a t we now have 
in our ranks a m ajority of the out­
standing men in the profession. As 
the Society grows its Directory of 
Membership becomes more and 
more a complete index of the out­
standing practitioners and its 
value as an index on the desk of 
bankers and secretaries of cham­
bers of commerce, etc., becomes 
greater. This office distributed ap­
proximately 8,000 copies of the last 
Directory and had we had funds 
to cover the expense we could have 
distributed many more.
State Accountancy Laws
For a number of years, or al­
most from the beginning of our ex­
istence, this office has been a t work 
on the compilation of the laws of 
the several states as they pertain to 
the practice of public accountancy 
and keeping up-to-date with the 
changes and revisions. I am happy 
to report th a t all of these laws are 
now typed and in a bound volume, 
brought down to date. Very little 
additional work would be required 
to print this in book form if found 
advisable to do so. The Legislative 
Committee, the report of which 
will follow, has been active as 
usual and it is therefore unneces­
sary for me to make any com­
ment on the subject of state 
legislation even though th a t activ­
ity has been ra ther prominent in 
this office for the past year, as i t  
has been from the beginning of the 
organization.
State C. P. A. Records
We have continued to work on 
the compilation of state records of 
C. P. A. certificates granted. As 
time goes on our files become more 
complete and more up-to-date. We 
urge all the members to make use 
of this file in checking up persons 
claiming to be certified public ac­
countants when there is reason to 
believe they may not be authorized 
to assume this title. As this serv­
ice is confidential, the membership 
should not hesitate to avail them­
selves of it. We find th a t our work 
along this line has helped to de­
crease unauthorized claims which 
were ra ther frequent five years 
ago.
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Visitors
There has been a steady increase 
of visitors to the office since our 
organization. During the fiscal 
year we had 380 separate visits 
from out-of-town certified public 
accountants. This has continued 
to be a  source of pleasant associa­
tion and gives your secretary a real 
opportunity to keep in touch with 
affairs in the various states. 
While it takes considerable time 
it is undoubtedly one of the 
best sources of contact which the 
secretary has, especially in view 
of the fact th a t the duties of the 
office will not permit of very much 
traveling away from headquarters 
on the part of the secretary.
Magazine
The interest in the official organ 
of the Society, THE CERTIFIED 
PUBLIC ACCOUNTANT, contin­
ues to  grow. The types of articles 
th a t come to us for printing have 
been of a very varied and interest­
ing character. When it is remem­
bered th a t we have never paid for 
any article which we have carried, 
we should feel pleased with the 
character of the m atter contained 
therein. We wish to express here 
our deep appreciation to all who 
have contributed to the magazine. 
As time passes we are able, with 
less effort, to obtain information 
on happenings in the  profession 
throughout the several states. Our 
state representatives and corre­
spondents, for the most part, have 
been diligent and thoughtful in this 
m atter. We continue to urge upon 
the state societies to consider this 
publication as their official organ 
for the dissemination of news as to 
w hat they are doing. I t has been 
one of my ambitions from the first 
to see this magazine become self- 
supporting as fa r  as direct charges 
of publication are concerned. I am 
happy to report th a t it is now, and 
has been for the last three months, 
in such a position. This is due to 
the fact th a t a t th a t point the free 
distribution of the magazine to 
those persons who hold C. P. A. 
certificates but are not subscribers
or members was discontinued. The 
paid circulation of the magazine 
now is in excess of 4000. During the 
first nine months of the year we dis­
tributed, each month, 9500 copies. 
With the circulation restricted to 
the paid subscribers and members 
it is now possible to obtain second- 
class mailing privileges, which has 
been impossible heretofore. This 
will effect a saving in the mailing 
cost and also create more interest 
among advertisers and advertising 
agencies in THE CERTIFIED 
PUBLIC ACCOUNTANT as an ad­
vertising medium. During the 
coming year it should be possible 
to secure a greater number of ad­
vertisers than has been possible 
heretofore. The Society should be 
proud of the influence which this 
magazine has had during the last 
five years in promoting the in­
terests of certified public account­
ants. I see a marked increase 
in the general fund of information 
pertaining to the profession which 
each visitor and C. P. A. with 
whom I come in contact has and 
THE CERTIFIED PUBLIC AC­
COUNTANT has played no small 
part in this change of condition.
Organization
It would not be expected th a t 
an organization with a rapidly 
growing membership scattered 
throughout the United States 
would be in a position to function 
during the first few years of its ex­
istence as a veteran organization. 
Precedents m ust be established, 
duties and functions of the several 
officers, committees, etc., outlined. 
S tarting in December, 1921, with 
only the idea of organization, and 
the need for cooperative effort on 
the part of certified public account­
ants, your Society has grown in 
these five years to  where now it is 
ready to assume a larger place in 
the leadership of the profession. 
W ith the largest membership of 
any professional body of account­
ants in the western hemisphere, its 
influence and sphere of usefulness 
has become co-extensive within the 
boundaries of the United States. 
The time has now arrived for more
constructive work in the field of 
advancing the profession of pub­
lic accountancy since the prelimi­
nary work of building the member­
ship has been largely finished. The 
Society should and will assume its 
rightful position as the mouth­
piece of organized certified public 
accountants in the United States.
Finances
You will observe from the report 
of the Treasurer and Auditor, 
which will be read to you later, 
th a t the finances of the Society are 
in a healthier condition than they 
have been since the organization. 
A t the end of the fiscal year, 1925, 
we had a  balance sheet deficit of 
around $2,500, and when report of 
this was made a t the annual meet­
ing Mr. J. B. Tanner of Chicago 
promptly started a subscription for 
the purpose of covering this deficit. 
His activities in this respect. re­
sulted in the receipt of $3,226.25, 
being received to apply against this 
deficit. The hearty and substantial 
response to his appeal evidences 
the faith  and confidence which the 
members of the Society have in the 
organization. The gross income of 
the Society for the next fiscal year 
should be between forty-five and 
fifty thousand dollars, and I am 
confident th a t the subject of 
finances will not require the atten­
tion of the Secretary to the extent 
which it  has for the past five years.
Traveling
During this fiscal year your Sec­
retary  spent a month on a trip  to 
the Western and Pacific States vis­
iting the state societies in th a t te r­
ritory. I t was a very pleasant and 
profitable undertaking and gave 
proof of the necessity for closer 
contact with the membership and 
the national headquarters. I t is 
hoped th a t as time passes it  will 
be possible for someone from the 
headquarters to visit every state 
society a t least once a year.
Conclusion
The work during the past year 
has been altogether pleasant, be­
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ing made so by the cooperation re­
ceived from the several officers, di­
rectors and state representatives. 
As time passes their functions be­
come more established through 
precedents and they show a ready 
willingness to undertake the duties 
of the office.
I deeply appreciate the assist­
ance given me by all of the officers
September 27, 1926.
To the Members of the American 
Society of Certified Public Ac­
countants.
Gentlemen: I have audited the 
books, records and accounts of the 
American Society of Certified Pub­
lic Accountants for the fiscal year 
ended August 31, 1926, and submit 
the following Exhibits prepared 
from the books afte r audit, to­
gether with my comments:
Exhibit “A”—Comparative Bal­
ance Sheets, as a t August 31, 1925 
and 1926.
Exhibit “B”—Analysis of Sur­
plus Account, for the fiscal year 
ended August 3 1 , 1926.
Exhibit “C”—Revenue and Ex­
penditure Account, for the fiscal 
year ended August 31, 1926.
Exhibit “D”—Statement of Re­
ceipts and Disbursements for the 
fiscal year ended August 31, 1926.
Comments
The total receipts as shown by 
the daily transcripts were found to 
have been deposited in the Na­
tional Metropolitan Bank, Wash­
ington, D. C.
All disbursements were sup­
ported by cancelled checks and 
satisfactory vouchers.
The Petty  Cash Fund is a work­
ing fund advanced to the Secretary 
and for which he is held respon­
sible. This fund, amounting to 
$900.00, will be turned over by the 
present Secretary to his successor. 
All recorded expenditures, from this 
fund were properly supported by
and directors in the conduct of the 
affairs of the Society during the 
past year. The employees here in 
the office have cooperated in every 
way to make the task of secretary­
ship pleasant, and I shall never for­
get the pleasant association.
Respectfully submitted,
W. L. HARRISON, 
Secretary.
C ontribu tions ____  3,367.25
N e t revenue, fiscal 
y e a r  1926 tr a n s ­
fe r re d  fro m  E x ­
h ib it “ C” .............  2,146.81
T o ta l c red its  ........... $5,570.54
C h arg es :
M em bers dropped
1925 dues .............  180.00
C ontribu tions, un ­
paid  ........................  141.00
-------------  321.00
N et change in  su rp lu s 
du rin g  fiscal y e a r
1926   5,249.54
Deficit A ug. 31, 1925 2,482.77
S urp lus A ug. 31, 1926 
tra n s fe r re d  to  E x ­
h ib it “A ” .................  2,766.77
FINANCIAL REPORT, FISCAL YEAR ENDED 
AUGUST 31, 1926
satisfactory vouchers. During the 
fiscal year 1926, this fund was in­
creased from $400.00 to $900.00 
as evidenced by a voucher drawn 
for th a t purpose.
Accounts receivable and dues re­
ceivable were accepted as shown 
by the subsidiary ledgers and were 
proven with the General Ledger 
Control accounts.
Respectfully submitted,
L. A. PRATT, Auditor.
E X H IB IT  “A ”— CO M PA R A TIV E B A L­
A N C E SH E E T S  A S A T A U G U ST  
31, 1925 A N D  1926
A ssets
A u g u s t A u g u st 
3 1 , 1925 3 1 , 1926
C u rren t A sse ts :
C ash—
In  b a n k .................  $908.12 $3,899.37
P e tty  cash  fu n d  ... 400.00 900.00
T o ta l c a s h ....  1,308.12 4,799.37
D ues receivable .... 442.50 1,727.60
A ccounts receivable 1,320.00 585.41
T ota l cu rren t assets... 3,070.62 7,112.38 
F ixed  A sse ts :
F u rn itu re  and  fix­
tu re s  ...................... 2,944.11 4,919.54
T otal a s s e t s .................  6,014.73 12,031.92
L iab ilities and  N et W orth
C u rren t L iab ilitie s :
Dues paid  in  ad ­
vance .................... $4,497.50 $9,257.15
A d v ertis ing  paid  in
a d v a n c e ...................................... 8.00
N otes payab le  _ __ 4,000.00 .... .....
N e t W orth :
Surp lus o r deficit...—2,482.77+2,766.77
T o ta l liab ilities and  
n e t w orth  ...............  6,014.73 12,031.92
E X H IB IT  “B”— A N A L Y SIS  O F  SU R ­
P L U S  A CCO UN T FO R  T H E  F IS ­
CAL Y E A R  E N D E D  A U ­
G U ST 31, 1926
C red its:
D ues rec ’d b le , 1925 $25.00 
A ccounts receivab le  31.48
E X H IB IT  “C”— R E V E N U E  A N D  E X ­
P E N D IT U R E  A CCO UN T FO R  
T H E  F ISC A L  Y E A R  E N D E D  
A U G U ST 31, 1926
G ross R evenue:
D ues .....................  $32,976.25
M em bership  fees  3,620.00
Subscrip tions __ 3,073.97
A d v ertis ing  ........  1,586.91
T o ta l g r o s s
r e v e n u e ........  $41,257.13
E x p en d itu re s :
B oard  of d irec to rs
e x p e n s e ............. 192.65
P re s id en t’s ex­
pense .................  365.24
Officers’ expenses 28.71 
C onvention and  
special m ee ting
expense .......... 413.87
L egal e x p e n s e .... 74.85
Sec’y ’s sa la ry  __ 6,000.00
C lerical expense... 8,902.11
Office s u p p l ie s .... 792.55
R en t ................ ....  1,977.50
Telephone and
te le g ra p h  ........  331.22 
E x p ress  ... ...........  4.68
Sec'y’s Office:
P r in tin g  ........... 812.40
M iscellaneous 180.53
T he C ertified P u b ­
lic A ccoun tan t:
S alaries, e tc ......  2,990.07
P r in tin g  .... ...... 8,092.05
P o s ta g e ............. 2,162.38
C ircu lation  ex ­
pense ......... ...  561.55
M iscellaneous
e x p e n s e ........  158.25
C ertificates of 
M em bersh ip :
P r in tin g  ........... 431.00
P o stag e  ..........  78.08
M ailing  tu b e s ... 50.00 
M iscellaneous
e x p e n s e ........  1.08
E lection  and  
B a llo ts :
P rin tin g  ........... 201.10
P o s t a g e ............. 241.17
Special L e tte rs  
and  P am ph le ts :
P rin tin g  ........... 141.80
P o s ta g e .............  316.70
M iscellaneous
e x p e n s e ........  48.63
D irec to rie s :
P r in tin g  ..........  574.00
P o s ta g e ............. 150.45
M iscellaneous 
E xpense  ........... 44.00
1926 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 297
M em bership C am ­
p a ig n  E x p en se s :
P rin tin g  ..........  80.20
P o stag e  ......... 99.42
T rave l E xpense:
S ecre ta ry  ........  877.51
D. W. S p rin g e r 300.75 
T axes, p e rs o n a l...
p ro p e rty  ........... 29.45
C ham ber o f Com­
m erce of U . S.
A ., d u e s ............. 150.00
In te re s t  on loans 30.00 
P o stag e , general... 1,224.37
39,110.32
N e t R evenue, 
tra n s fe r re d  to  
E xh ib it “B ” .... 2,146.81
E X H IB IT  “D”— ST A T E M E N T  O F  R E ­
C E IP T S  A N D  D ISB U R SE M E N T S 
FO R  T H E  F IS C A L  Y EA R  
E N D E D  AUG. 31, 1926
R eceipts
C ash on H and  Sep­
tem b er 1, 1925:
In  bank  (N atio n a l 
M etropo litan  Bk.,
W ash ington , D.
C.) ...................  $908.12
P e tty  cash  fund  in
Sec’y ’s Office........  400.00
-------------  $1,308.12
D ues and  M em berships:
1925 dues, ca rried
over in to  1926 .... 242.50
M em bership fees  ... 3,620.00 
D ues fo r  fiscal y ea r 
1926, co llec ted .... 26,796.15
30,416.15
1927 dues paid  d u r­
in g  fiscal y e a r
1926   9,257.15
-------------  39,915.80
M iscellaneous:
B ank  exchange, etc. .18
A d v e r t is in g ............. 1,464.50
S ubscrip tions to
m agaz ine  ............. 3,075.79
N otes discounted...... 2,000.00
C ontribu tions ........  3,226.25
R eceip ts from  P re n ­
tice  - H all, Inc.,
C om m issions on 
A ccount's D irec­
to ry  and  “ W ho’s
W ho” ...................... 881.48
R epaym ents fo r  
cost of p re p a r in g  
lis ts , etc., fo r
S ta te  Societies.... 163.37
-------------  10,811.57
52,035.49
D eductions:
D iscount on no te  30.00
N e t cash to  be ac­
counted fo r  ........  52,005.49
D isbursem en ts
N otes p a y a b le ............. 6,000.00
P urchase  of fu rn itu re  
and  fix tu res :
F u rn itu re  .................  410.55
F ix tu re s  ...................  914.45
M ailing  equ ipm ent 568.28 
M iscellaneous a s ­
se ts  ........................  67.15
-------------  1,960.43
S ec re ta ry ’s Office:
S a la ry  of S ec re ta ry  6,000.00
C lerical expenses.... 9,008.31
Office su p p l ie s ........  792.55
R e n t ............................  1,977.50
T eleg ram s and  te le ­
phone ...................  331.22
E x p ress  .................... 4.68
P rin tin g , e tc .............  812.40
M iscellaneous ........  180.53
B oard  of D irec to rs
E xpenses .................
Officers E x p e n s e s ......
C onventions and spe­
cial m ee tin g s .........
L egal e x p e n s e s ...........
D ues (C ham ber of 
Comm erce of U. S.
A .) ...............................
T axes (D is tric t of Co­
lum bia) .....................
T rav e l ............................
T he C ertified Public 
A ccoun tan t:
S a la ry  and  clerical
expenses ...............  2,990.07
P rin tin g  ................... 8,092.05
P o stag e  .................... 2,162.38
C ircu lation  expense 561.55 
M iscellaneous ........  158.25
C ertificates o f m em ­
bersh ip  :
P r in tin g  ...................  431.00
P o s t a g e ...................... 78.08
M ailing  tubes ........  50.00
19,107.19
192.65
393.95
413.87
74.85
150.00
29.45
1,178.26
13,964.30
M iscellaneous _ _..... 1.08
E lections and M em­
bersh ip  V oting :
P rin tin g  ...................  201.10
P o stag e  ...................... 241.17
Special P am p h le ts :
P r in tin g  ... ...............  141.80
P o stag e  ...................  316.70
M iscellaneous ........  48.63
D irec to rie s:
P rin tin g  ...................  574.00
P o stag e  .............. ..... 150.45
M iscellaneous ........  44.00
M em bership C am ­
p a ig n s  :
P rin tin g  supplies.... 80.20
P o stag e  ...................  101.68
P o stag e , g e n e r a l ........
Subscrip tion  re fund  ...
T o ta l disbursem ents...
B alance cash  on hand
In  bank  (N atio n a l 
M etropo litan  Bk., 
W ash ing ton , D.
C.) ...................
P e tty  cash fu n d  in  
Sec’y ’s O ffice ......
T o ta l cash  on hand
560.16
442.27
507.13
768.45
181.88
1,279.28
2.00
47,206.12
4,799.37
3,899.37 
900.00
4,799.37
REPORT OF COMMITTEE ON EDUCATION
R eport to  th e  A nnual Convention o f The A m erican  Society of C ertified Public 
A ccoun tan ts, Sep tem ber 24, 1926.
There may be a more discourag­
ing arid fruitless job than th a t of 
attem pting to secure information 
on the status of the relations be­
tween professional societies and 
educational agencies in the several 
states, but if there is, we are not 
acquainted with it.
Your committee addressed a let­
te r to every state society as fol­
lows:
“ I am  g a th e r in g  th e  m a te ria l fo r  th e  
annua l re p o r t of th e  C om m ittee on P ro ­
fessional E ducation  of th e  A m erican  So­
c ie ty  o f C ertified Public A ccountan ts. I 
w ill ap p rec ia te  i t  i f  you w ill re fe r  th is  
in qu iry  to  th e  a p p ro p ria te  com m ittee of 
th e  society, i f  any , and  a t  th e  sam e tim e 
advise m e of th e  nam e and address of 
th e  chairm an . I f  you have  no such com­
m ittee , I  shall be g ra te fu l if  you will 
u n d ertak e  to  g ive  m e th e  in fo rm ation  
yourself.
“ O ur com m ittee is p a rticu la rly  an x ­
ious to  le a rn  of the  p re sen t s ta tu s  of co­
opera tive  effo rts  betw een th e  S ta te  So­
c iety  and  th e  C ollegiate In s titu tio n s  of 
B usiness. A ny m a te ria l w hich th e  com­
m itte e  m ay  have published o r in fo rm a­
tio n  of like ch a rac te r w ill be g ra te fu lly
received. You undoubtedly  saw  th e  re ­
p o rt w hich o u r com m ittee published in  
th e  C ertified Public A ccoun tan t of N o­
vem ber, 1925. W e w ould like y o u r s ta te  
to  have as fu ll and  com plete re p o r t as 
possib le and , th e re fo re , hope th a t  we 
shall receive such in fo rm atio n  a s  w ill 
enable us in  o u r re p o r t to  do ju s tice  to  
th e  w ork  of y ou r com m ittee o r society. 
Some com m ittees fee l th a t  ce rta in  efforts 
w hich th ey  a re  m ak ing  in  th is  d irection  
a re  n o t w orth  w hile and, th e re fo re , w ill 
neg lec t to  re p o r t them . E v ery  b it  of 
in fo rm atio n  is  w o rth  w hile and  o ften  th e  
m ere notice o f a  p ro jec t s tim u la tes  a c ti­
v ity  in  o th e r s ta te s .
“Y our k ind a tten tio n  to  th is  m a tte r  w ill 
be v ery  g ra te fu lly  app rec ia ted .”
Your committee received the 
courtesy of a reply only from the 
following s ta te s : Alabama, Cali­
fornia, Maryland, Michigan, South 
Carolina.
Further comment is unnecessary. 
Each one may write his own an­
swer. We may seek comfort in 
philosophy but the question arises 
“W hat sort of philosophy can arise 
from the dark miasma of decayed 
in terest?” It requires a great 
amount of idealism to support one
298 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T October,
in the chilly atmosphere of total 
neglect.
The State Society of Alabama, 
through Mr. H. C. Crane, reports 
th a t its committee has had some 
correspondence with like commit­
tees of other states, with a view of 
comparing their several activities 
and possibly adding new fields of 
endeavor to  the present work of 
the society.
Since our last report, the Ameri­
can Institute of Accountants has 
organized its Bureau of Place­
ments. This work grew out of the 
report of the Committee on Edu­
cation of the New York State So­
ciety, and the first meeting of the 
group called to consider this ques­
tion was called together by Mr. 
Nissley, who was an active member 
of the New York Society’s com­
mittee.
A t the International Congress on 
Accountancy recently ended, one 
session was devoted to the subject 
of education for the profession. 
Papers were read by Mr. Spicer, of 
England, who is well known to all 
of us by his writings, by Doctor 
Elles of Holland, and by your 
chairman. An interesting and ani­
mated discussion followed, which 
was, participated in by more than 
a dozen delegates. The papers are 
to appear in a volume of the pro­
ceedings to be issued by A. W. 
Shaw & Company of Chicago. The 
paper read by your chairman was 
published in the September number 
of our magazine. We shall appre­
ciate frank criticism of it.
We have become accustomed to 
expect fruitful suggestions from 
Ann Arbor, Michigan, where one 
Durand W. Springer has a place of 
residence. Consequently, we are 
not unduly astonished to receive a 
report from him of a plan which 
deserves to be known as the 
Springer plan. A t a conference be­
tween the representatives of the 
School of Business Administration 
of the State University and repre­
sentatives from some of the pro­
fessional firms, the following plan 
was agreed to :
M em orandum  concerning a m ethod of 
cooperation  betw een th e  School o f B usi­
ness A d m in istra tio n  o f th e  U nivers ity  
of M ichigan and  ce rta in  public account­
in g  o rgan iza tions in  th e  c ity  o f D etro it 
fo r  th e  purpose o f  experim en ta tion  as to 
th e  feas ib ility  of o ffering  som e p rac tica l 
public accounting  w ork  in  accoun tan ts 
offices, tr e a tin g  th e  sam e as a lab o ra to ry  
course, du ring  th e  tim e  w hen s tu d en ts  
a re  reg u la rly  enrolled  in  th e  School of 
B usiness A dm in istra tion .
T he School of B usiness A d m in istra tion  
o f th e  U n iv e rs ity  o f M ichigan w ill se­
lec t from  m em bers o f th e  sen io r and 
g ra d u a te  c lasses such s tu d en ts  a s  in  th e ir  
ju d g m en t g ive evidence o f a b ility  along 
public accounting  lines ta k in g  in to  con­
sidera tion  n o t only questions of scho lar­
ship  b u t ab ility  to  cooperate  a s  w ell. I t  
is th e  in ten tion , i f  i t  shall p rove to  be 
o f p rac tica l value, th a t  th e  p riv ilege  of 
securing  th is  ty p e  of experience shall 
only be open to  a  po rtion  o f th e  classes 
nam ed, th e  p ro p o rtio n  v a ry in g  fro m  a  
h a lf  to  a  q u a rte r , depending upon th e  
size of th e  classes. T he U n iv e rs ity  shall 
determ ine  th e  nu m b er of s tu d en ts  to  be 
recom m ended n o t la te r  th a n  D ecem ber 
1 s t of each year.
W hen th e  n um ber of stu d en ts  to  be 
recom m ended h as  been determ ined, re p ­
re sen ta tiv e s  of th e  offices w ho a re  p a rtie s  
to  th is  ag reem en t shall de term ine  am ong  
them selves by  lo t w hich offices shall have 
firs t call on th e  s tu d en ts  fo r  th a t  y ear, 
and  a f te r  th e  offices have been d e te r­
m ined, th e  s tu d en ts  selected  by  th e  U n i­
v e rs ity  shall be allocated  to  those  offices 
by  lo t a t  a  conference o f th e  rep resen ­
ta tiv e s  o f those  offices.
S tuden ts sha ll devote th e  tim e from  
Ja n u a ry  15 to  M arch 15 in  th e  offices to  
w hich th e y  have been th u s  a llocated , a t  
th e  end o f w hich period  each office shall 
g ive th e  s tu d en t a  g rad e  fo r  w ork  w hich 
he h as  done, w hich g rad e  shall be t r a n s ­
m itted  to  th e  D ean o f th e  School of B usi­
ness A dm in istra tion .
A ny s tu d en t w ho is  selected  du ring  
h is  sen io r y e a r  and  selected  ag a in  d u r­
in g  h is  g rad u a te  y e a r  shall be assigned  
d u ring  th e  g rad u a te  y e a r  to  th e  sam e 
office w here he w orked d u ring  h is sen io r 
y e a r  i f  th a t  office req u es ts  such a  re a s ­
signm ent.
E ach  office shall p a y  to th e  stu d en t 
$110 p e r m on th  fo r  services rendered  
d u rin g  th e  firs t ass ig n m en t and  to  any  
stu d en t receiv ing  a  second ass ig n m en t 
th e  sum  o f $125 p e r  m onth  shall be paid .
I t  is  understood  th a t  in  accep ting  a s ­
s ignm en t to  an y  office th e  s tu d en t w ill 
conform  to  th e  ru les o f th e  office w hich, 
d u rin g  th e  season of th e  y e a r  in  question , 
req u ire  m ore o r less o f n ig h t w ork  de­
pend ing  upon th e  dem ands o f the  p a r tic ­
u la r  office.
The purpose  of th is  su ggested  a rra n g e ­
m en t is  tw o-fold. I t  w ill enab le  th e  s tu ­
d en t to  secure som e firs t-hand  office ex ­
perience d u rin g  th e  tim e  of h is  re g u la r  
school w ork. I t  w ill afford  h im  some 
oppo rtu n ity  o f decid ing fo r  h im self 
w h e th e r public accounting  offers a  p ro ­
spective line o f w ork  in  w hich he  w ould 
be in te re sted . On th e  o th e r hand , i t  w ill 
afford  th e  offices an  oppo rtu n ity  of de­
te rm in in g  w h e th e r th e  s tu d en ts  have  po­
te n tia l accounting  ab ility  w hich w ill w a r­
r a n t  o ffering  th em  re g u la r  em ploym ent 
on leav ing  th e  U n ivers ity .
I t  is  an tic ip a ted  th a t  d u rin g  th e  f irs t 
y e a r  p robab ly  n o t to  exceed one-half of 
th e  offices w ill be able to  have  an  a s ­
sig n m en t m ade to  them . I t  is hoped th a t  
by  th e  second y e a r  each o f th e  offices 
m ay  have an  a ss ignm en t. I t  is  n o t ex­
pected , i f  th e  p lan  should prove desirab le  
of continuance, th a t  th e  n um ber o f selec­
tions m ade in  y ea rs  a f te r  i t  h a s  become 
re g u la rly  opera tive  w ould offer m ore 
th a n  tw o ass ig n m en ts  each y e a r  to  any  
one of th e  offices, w ith  th e  p robab ility  
th a t  one o f th e  ass ig n m en ts  w ould be 
fo r  a  second y e a r  and  one w ould be new. 
I t  is  expected  th a t  i f  th e  exp erim en t 
should prove successful, o th e r account­
in g  offices w ill be inv ited  fro m  tim e  to  
tim e  to  jo in  in  th e  a rran g em en ts  i f  they  
so desire.
A t th e  close o f th e  th ird  y e a r  of ex­
p erim en ta tio n , a  conference of rep resen ­
ta tiv e s  o f th e  School o f B usiness A dm in­
is tra tio n  and  o f th e  accoun ting  offices 
shall be held  to  determ ine  w h e th e r th e  
p lan  shall be continued and  i f  so, w h a t 
changes shall be m ade in  c a rry in g  i t  out.
This experiment will be watched 
with a great deal of interest. While 
the plan has been informally desig­
nated as the “Michigan Plan of Co­
ordinating Practical Accounting 
Experience w ith Accounting Edu­
cation,” it is only proper for the 
sake of the record to say th a t the 
original plan was conceived by Mr. 
Springer, who found a ready re­
sponse on the part of Dean Ed­
mund E. Day of the School of Busi­
ness Administration, and Professor 
Andrew W. Paton of the same in­
stitution, who is also a past presi­
dent of the American Association 
of University Instructors in Ac­
counting.
The plan appears to have a num­
ber of advantages over any other 
method suggested. Among the 
benefits we may enumerate the fol­
lowing:
(a) The plan is more satisfactory 
from the standpoint of the practi­
tioner than any other so fa r  ad­
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vanced because it does not involve 
any financial commitment.
(b) Employment relations de­
pend so much upon the personal 
factor th a t there ought to be an op­
portunity afforded for a  trial 
period of employment in advance 
of an extended agreement.
(c) The Michigan plan offers in­
centives to the better class of stu­
dents to qualify for recommenda­
tion since only a portion of the up­
per classes are allowed the privilege 
of the cooperative plan.
Apparently the members of the 
profession are not interested in 
education, if the attitude of the 
duly appointed officers of the state 
societies is to be the test. We are 
confident th a t this is not the case. 
On the contrary, we believe tha t 
there is a widespread and deep con­
cern, reflected in the work of indi­
viduals, but not expressed in con­
certed or official action. Your com­
mittee has taken the position th a t 
education was a m atter of local re­
sponsibility and th a t this society 
should function only as a clearing 
house for the dissemination of in­
formation and the exchange of 
ideas.
In the absence of subject m atter, 
the committee can not function in 
this respect. We urge each delegate 
to take home to his own society 
something of the spirit of this 
meeting. He should take the ini­
tiative in stirring up activity in his 
own society on this im portant sub­
ject.
One year ago your chairman 
made an address before the Penn­
sylvania State Electrical Associa­
tion a t its annual meeting in Bed­
ford Springs on the topic, “The Ac­
countant’s Place in Public Utility 
Operations.” A ttention was direct­
ed to the social need created by the 
divorce of ownership and manage­
ment. Managers were becoming 
more and more trustees in the real 
sense of th a t term  and it was to the 
essence of the  fiduciary relation 
th a t there should be an independ­
ent accounting. More recently, 
Professor Ripley of Harvard pro­
posed something similar, but added
the possibility of some form of 
governmental intervention.
Are we as members of the pro­
fession preparing for the additional 
demands th a t will be made upon us 
if and when public opinion will de­
mand improvement in the present 
methods of corporate reporting? 
It appears from some scant re­
searches th a t there was unusual 
activity among accountants this 
year during w hat is ordinarily 
a slack season. There are grounds 
for the conviction th a t the account­
ant is on the threshold of a new era 
when his services in the work of 
social control will be in greater de­
mand than ever.
If the members of the profession 
will reflect upon the opportunity 
which the future seems to open up, 
we are convinced th a t they will 
come to the conclusion th a t a stock­
taking is in order. This will in­
volve a host of interconnecting re­
lations, among which may be listed 
the  educational agencies in each 
district, the examining boards and 
their relations to the educational 
institutions, the character and 
quality of experience, etc.
I t  is rash  to venture into the field
To the President, Board of Direc­
tors and Members of the Ameri­
can Society of Certified Public 
A ccountants:
The Committee on Admissions 
appointed by the President under 
the provisions of the revised con­
stitution and by-laws, which be­
came effective June 1 ,  1926, reports 
th a t for the period from June 1, 
1926, to and including August 31, 
1926, 146 applications for member­
ship were received and approved.
The Committee has been fu r­
nished with all the information 
on file in the office of the Society 
concerning each applicant and the 
Secretary has in each instance had 
official notice from the respective 
S tate Boards of Accountancy to the
of prophecy. But there is some 
support for the belief th a t the agi­
tation now going on will result in 
some form of legisaltion; th a t this 
legislation may take the form of 
fu rther governmental regulation— 
admittedly undesirable. Is the pro­
fession adequately manned to meet 
the demands th a t will be made up­
on it if corporations decide th a t in­
dependent reports of public ac­
countants to their stockholders are 
to be preferred to regulation by a 
governmental commission ?
One significant development is 
the action of the members of the 
Examining Board of the State of 
New Jersey. Each member of the 
board is to give a  scholarship in 
accounting, to be awarded on a 
competitive basis. The candidate 
must, of course, meet the secon­
dary educational requirements, and 
the scholarship will be awarded to 
a student, who by reason of finan­
cial conditions would not otherwise 
be able to pursue a course of study 
in an institution of higher learning.
F. H. ELWELL, C. P. A.
P. W. PINKERTON, C. P. A.
JNO. T. MADDEN, C. P. A.
Chairman.
effect th a t the applicant is a Cer­
tified Public Accountant and also 
from the State Society, if he is a 
member of a S tate organization, so 
th a t the responsibility as to the ap­
plicant’s technical knowledge has 
rested on the S tate Board of Ac­
countancy th a t granted him a C. P. 
A. certificate and as to his char­
acter and standing on the officials 
of the State Society in the State 
in which he resides or the State 
from which he applies, supple­
mented in some instances by other 
information supplied by the Secre­
ta ry  and S tate representatives.
The Committee believes atten­
tion should be given to revising the 
application blank, to require th a t 
each applicant be vouched for by
REPORT OF THE COMMITTEE ON ADMISSIONS
R ep o rt to  th e  A nnual C onvention of T he A m erican  Society o f C ertified Public  
A ccountan ts, Sep tem ber 24, 1926.
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the  State representative in the 
State from which he applies, based 
on information received by such 
representative or from his per­
sonal acquaintance and any other 
changes th a t may be deemed neces­
sary based on study and experi­
ence. As our membership in­
creases, the question of acceptance 
of new members will become more 
im portant and further emphasize
Wednesday, September 22
7.00 a. m.—Begin Registration. 
(Registration fee, $10.00, 
which includes Banquet and 
all other entertainment. Ad­
ditional Banquet tickets, $5.00 
each.)
10.00 a. m.—Meeting of Board of 
Directors.
10.30 a.m .—Leave hotel for Trap- 
shooting Tournament a t Ma­
nor Club.
1.00 p.m .—Leave hotel for Golf 
Tournament a t Congressional 
Country Club.
7.30 p. m.—Theatre parties.
8.00 p. m.—Annual Meeting of 
State Representatives in Grill 
Room of Wardman Park Hotel.
Thursday, September 23
7.00 a. m.—Registration.
10.00 a.m .—Sightseeing or Shop­
ping for Visiting Ladies.
10.00 a.m .—Convention in Session.
Invocation—Dr. James Shera
Montgomery.
Address of Welcome, E. W. Mc­
Cullough, Manager Depart­
ment of Manufacture, U. S. 
Chamber of Commerce.
Response, H arry E. Lunsford, 
President.
President’s Annual Report, H ar­
ry E. Lunsford.
Secretary’s Annual Report, Wil­
bur L. Harrison.
Treasurer’s Annual Report, 
James A. Councilor.
the difficulty of the Committee on 
Admissions passing on an applicant 
a t long range.
Respectfully Submitted for the 
Committee on Admissions.
Charles F. Coates, C. P. A.,
Chairman.
Frederick M. Schaeberle, C. P. A. 
Edward M. Tyler, C. P. A.
September 20, 1926.
Auditor’s Annual Report, Lester
A. P ratt.
Report of Committee on State 
Legislation, D. W. Springer, 
Chairman.
Report of International Congress 
of Accountants a t Amsterdam, 
T. Coleman Andrews.
12.00 Noon.—Adjournment.
Guests and members will leave 
immediately from  main en­
trance of hotel for the Con­
gressional Country Club where 
luncheon will be served.
12.45 p.m .—Assemble for picture 
a t Congressional Country 
Club.
1.00 p. m.—Luncheon.
2.30 p. m.—Field Meet.
5.00 p.m .—Meeting of Incoming 
Board of Directors.
7.00 p. m.—Dinner Dance, W ard­
man Park Hotel.
Special Entertainm ent Features.
11.00 p. m.—Stag Party.
Friday, September 24
9.30 a. m.—Sightseeing or Shop­
ping for Visiting Ladies.
10.00 a.m .—Convention in Session.
Address, Hon. Chester I. Long,
Past President, American Bar 
Association. Subject, “The 
Accountant and The Lawyer.”
Address, Judge Moses H. Gross­
man, Vice President, American 
Arbitration Association. Sub­
ject, “Arbitration and Busi­
ness Efficiency.”
Committee R eports:
Advertising Committee, Frank S. 
Chappell, Chairman.
Editorial Committee, Frank Wil­
bur Main, Chairman.
Committee on Publication, Les­
te r A. P ra tt, Chairman.
Committee on Admissions, 
Charles F. Coates, Chairman.
12.00 Noon—Adjournment.
2.00 p.m .—Bridge and Tea for 
Ladies a t Wardman Park  Ho­
tel.
2.00 p.m .—Convention in Session.
A Message from Herbert Hoover
(Illustrated with lantern 
slides), A rthur E. Foote, Di­
vision of Simplified Practice, 
U. S. Department of Com­
merce.
Committee Reports:
Committee on Professional Edu­
cation, John T. Madden, Chair­
man.
Membership Committee, Edwin 
L. Pride, Chairman.
Committee on Relations with 
State Societies, Homer A. 
Dunn, Chairman.
Committee on Federal Legisla­
tion, James A. Councilor, 
Chairman.
Discussion.
5.00 p.m .—Convention Adjourn­
ment.
6.30 p. m.—Annual Banquet.
10.30 p. m.—Dancing.
PERSONALS
Charles H. Hubbell, C. P. A., and 
attorney a t law, P. O. Box 124, Wall 
Street Post Office, New York City, 
has w ritten a pamphlet entitled “A 
story o f  Gas and Electric Rates.”
Irville A. May, C. P. A., of New 
Haven, member of the Connecticut 
Board of Accountancy, addressed 
the luncheon meeting of the H art­
ford Kiwanis Club on Thursday, 
August 26, 1926.
H arry Geist, C. P. A., of 1560 
Broadway, New York City, has 
been nominated on the regular Re­
publican ticket as State Senator 
for the 22nd Senatorial District of 
New York.
PROGRAM OF THE FIFTH ANNUAL MEETING
O F T H E  A M E R IC A N  SO CIETY  O F  C E R T IF IE D  P U B L IC  A CC O U N TA N TS, 
H E L D  IN  W A SH IN G TO N , D. C., S E PT E M B E R  22, 23, 24, 1926.
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Broadsides of Superlatives
T HE book entitled “Broadsides of Superlatives” is, my 
friends, absolutely the best you will 
read on th is subject; never before 
has the subject been so thoroughly 
treated. Read the title ; read the 
name of the author; read the de­
grees and memberships afte r his 
name; read the testimonials of the 
sundry comptrollers who have or­
dered a dozen copies or more to 
gather dust on their subordinates’ 
desks.
Fifteen minutes a day spent in 
reading this book will build up your 
resistance, train  your will power 
and make you proof positive 
against ever wasting so much time 
again. We go fu rther than this 
in commending the book by assert­
ing tha t fifteen minutes would 
amply serve you to read the intro­
duction and conclusion, and you 
would need read no fu rther to see 
how easily a well-paid advertising 
manager can separate you from 
your money.
We admit th a t there is very 
little to induce you to read through 
all the nice words we have written 
about the book. In times past we 
used to enclose a stamped envelope 
to give you opportunity for the 
thrill of stealing a stamp, but those 
days are gone forever.
You may be on our mailing list 
several times and so receive du­
plicate notices, but we should 
worry; you foot the bill when you 
pay for the book. Besides, we can’t 
keep all this advertising literature 
ourselves to clutter up our mailing 
room s; it must go to someone, and 
th a t someone m ight as well be you.
Let the price of the book be no 
object to you. We have calculated 
our cost, our risk, our poundage 
of advertising m atter—the last 
operates to reduce the unit cost of 
our advertising department and so 
makes for an efficient showing 
there—and then to make the thing 
fa ir to all, we have eliminated the 
whispered plan of adding so much 
per degree of the author by simply 
adding to the base cost the ad-
A D R IA N  F . SA N D ER B EC K , B. C. S.,
C. P . A ., A. S. C. P . A., K . ot C., B. P .
O. E ., H . N. S., L. R. L., C. o f C., U. S.
A. R., and  P it tsb u rg h  S tra p h a n g e rs ’ 
A ssociation
ditional amount we think the tra f­
fic will bear.
Send no money. Just drop the 
card into the mail and we will for­
ward the book so th a t you may 
examine it for five days. During 
th a t time—should it prove excep­
tionally busy—you can a t least de­
termine th a t the book has a very 
elegant binding and th a t the au­
thor has all the degrees we said 
he had. You will find all these 
duly printed in the book.
As a final thought, we would ask 
th a t you overlook the fact th a t the 
book is w ritten primarily accord­
ing to New York laws and practice, 
for every here and there you will 
find a footnote relating to the laws 
and practice of other states—Penn­
sylvania, for instance. Besides, 
New York is a big state and what 
is good enough practice for a big 
state should be good enough prac­
tice for a small state. I t ’s not the 
book, i t ’s the laws of your state 
th a t don’t  fit. Therefore, buy the 
book and send a copy to your as­
semblyman.
And so, my friends of the ac­
counting profession, runs a com­
posite picture of the increasing 
number of circulars I receive, 
viewed through the eyes of one 
who is about fed up on high pres­
sure circularizing methods of pub­
lishers ; one who wonders a little if 
the author is paid as much as the 
advertising m anager; one who 
dimly hopes th a t maybe a slump 
in circulars m ight react on prices— 
just an odd cent here and there, 
you know. I t  is not long since I 
read th a t the literature of account­
ing and related administrative legal 
practice was in its infancy. This 
statem ent I accepted of my own ex­
perience. I should now like to add
th a t its present progenitors are 
grown-up grandpapas.
Possibly I should not so irrever­
ently—as in earlier paragraphs— 
view the situation, but should 
ra ther rejoice with the publisher 
th a t a new book is born into the 
world. If I can not make quite so 
much ado in my rejoicing as does 
the advertising department, I can 
a t least sternly put down any feel­
ing of pain when I read the price. 
I m ight even ignore the fact th a t 
the book being put over will be of 
fa r more service to a New York 
practitioner than to one of my own 
state, though there be no conces­
sion in price to me.
It used to be th a t I read with in­
te rest all circulars in regard to 
books, but now they come so thick 
and fast from certain houses th a t 
I read them only if it  quite suits 
my convenience. I like to keep 
abreast of the times, but when the 
surf of superfluous enclosures and 
dodgers becomes too heavy, I m ust 
simply tu rn  tail and run for it. 
Usually now, if  I open the envelopes 
a t all, I extract the leaflet showing 
the contents of chapters, and throw 
the rest away—often including the 
sacred order blank. I suppose th a t 
a reduced number of mailings 
might profit most the publisher, 
but who can tell? Still more, it 
m ight result in a reduction of 
prices; as I said before, “Just a 
cent here and there, you know.”
The advertising manager or the 
publisher who chances upon th is 
article, m ight feel th a t a misprint 
occurred somewhere amongst the 
initials set afte r my nam e; he 
m ight add a few under his b rea th ; 
or, he might even change “Strap­
hangers” to “Crepe-hangers” ; but 
to me a t least his bait has lost its  
lure, his superlatives their zest, his 
authors’ degrees their glamour. 
And I take my pen in hand to tell 
him so. He would do better in my 
opinion to come down to straigh t 
statem ents of facts, tables of con­
tent and a general reduction in 
poundage of his BROADSIDES OF 
SUPERLATIVES.
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T HE average high school grad­uate, and many college 
graduates, carry through life the 
idea that Shakespeare, next to the 
Bible, is the greatest source of wis­
dom extant. The idea is erroneous, 
but the catholicity of Shakes­
peare’s knowledge is still a proper 
source of amazement to his ad­
mirers. It is the purpose of this 
article to show that the Bard of 
Avon, if not a good business man 
himself, at least had a better-than- 
average knowledge of trade and 
commerce, and those indispensable 
servants of business, the book­
keeper and accountant.
Of course, Income Taxes were 
unknown in Shakespeare’s time. In 
fact the word “Income” appears 
only in Lucrece 334. The only taxes 
he mentions anywhere were directly 
on real and personal property. Yet 
as a prophet, Shakespeare shone 
more in this item than any other. 
Everyone who has ever prepared, 
or attempted to, a Federal Income 
Tax Return, can testify, “Beware 
the Ides of March” (Julius 
Caesar). He also seems to have 
forseen the earnest Certified Pub­
lic Accountant pleading for his cli­
ent before the U. S. Board of Tax 
Appeals. “You tax Segnior Bene­
dick too much.” (Much Ado I-1- 
46.)
It is true that in the two places 
(Measure for Measure II-4-86, and 
Othello II-1-302) where the word 
accountant is used, it is in the 
sense of a newspaper reporter giv­
ing an “account” of an occurrence, 
rather than the modem meaning 
of “a person skilled in the science 
of accountancy” as applied to books 
of account and monetary value. 
Yet of the auditor, Shakespeare 
is far from silent. Witness the fol­
lowing :
“Yet I can make mine audit up.” 
(Coriolanus I-1-148.)
“Your servants to make their 
audit at your highness’ pleasure.” 
(Macbeth I-6-27.)
By L. GLUICK, C. P. A.
Editorial Note: The w riter frankly ad­
mits tha t he obtained the idea for this 
essay from C. E. Montague, distinguished 
British journalist. But the carrying out 
of the idea is entirely his own work.
“I’ll be an auditor.” (Mid. 
Night’s Dr. III-1-81.)
“A kind of auditor; one that 
hath abundance of charge too; God 
knows what.” (2 Hen. IV, II-1-63).
“Call me before the exactest au­
ditors and set me on the proof.” 
(Timon II-2-165.)
“What acceptable audit canst 
thou leave ?” (Sonnet 4.)
The Merchant of Venice is re­
plete with references to commer­
cial transactions. Bills of ex­
change, joint ventures, bonds, 
suits, and reckonings are men­
tioned in many places. Other 
works confirm Shakespeare’s fa­
miliarity, if not with the technique 
of accounts, then the use thereof:
“By this hand Claudio shall ren­
der me a dear account.” (Much 
Ado IV-1-338.)
“— my soverign leige was in my 
debt upon remainder of a dear ac­
count.” (Richard II, I-1-130.)
“Call him to stand account.” (I 
Hen. IV, III-2-149.)
“O dear account, my life is in my 
foe’s debt.” (Rom. & Jul. I-5-120).
“Takes no account of how things 
go from him, nor resumes no care.” 
(Timon II-2-3.)
And Flavia’s speech. “At many 
times I have brought in my ac­
counts, laid them before you; you 
would throw them off; etc. (Timon
II-2-142 ff.) Obviously, Timon was 
like many a modern business man 
who refuses to face facts, as pre­
sented in his auditor’s report, trust­
ing to luck, which seldom comes, 
and failing to realize that success­
ful business men “jump not on a 
just account.” (Othello I-3-5.)
The inevitable result of attempt­
ing to conduct a business without 
regard to proper accounting meth­
ods and the interpretation of the 
statements which such methods 
produce in bankruptcy, with all its 
attendant evils, frequently premed­
itated. The bankrupt has “About 
his shelves a beggarly account of 
empty boxes.” (R. & J. V-1-45.)
“Burn but his books.” (Tempest
III-2-103.)
“To blot old books and alter their 
contents.” (Lucrece.)
How often does the professional 
auditor find this deplorable state of 
affairs!
The good business man, however, 
says to his accountant, “Take you 
the set of books.” (Taming of the 
Shrew II-1-107) or “And now I will 
unclasp a secret book” (1 Hen. IV, 
I-3-188). This latter an obvious 
reference to the modern locked 
“private” ledger. Or, lacking an 
auditor, your successful merchant 
says, “I’ll to my books, for yet ere 
supper time I must perform much 
business.” (Tempest III-1-94.)
It is true that nowhere does 
Shakespeare mention a ledger, and 
the only use of “journal” is in the 
sense of “daily.” But bookkeep­
ing was in its infancy in his time; 
it was not many years previously 
that the first treatise on double­
entry bookkeeping had appeared. 
Shakespeare’s only book of account 
seems to have been the Day Book: 
“Let it be booked with the rest of 
this day’s deeds.” (2 Henry IV, IV- 
3-50.) “Balance” is used only in 
the sense of weighing with scales. 
“Asset and liability” occur no­
where.
There probably were no credit 
agencies like Dun and Bradstreet 
in Elizabethan times, yet “checked 
and rated by Northumberland” has 
a curiously modern tone. (2 Hen. 
IV, III-1-168.)
Shakespeare’s conception of 
“capital” was entirely adjectival. 
The economic concept was appar­
ently unknown to him, and his 
word for what accountants call 
“capital” was “worth,” much used
302 October,
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by modem accountants in the term  
“net worth.” “Thy land and all 
things th a t thou dost call thine 
worth, do we seize into our hands.” 
(As You Like It, III-1-10.)
Shakespeare seems to have 
shared with many a modem a 
hearty distaste for addition, but in 
his time there were no adding or 
computing machines to lighten the 
burden, nor an abundance of ac­
countants trained to proficiency in 
accurate calculation on which to 
cast it. A t reckoning and arith ­
metic Shakespeare was probably 
less apt than a t Latin and Greek.
E. G.:
“I am ill a t these numbers; I 
have not a r t to reckon.” (Hamlet 
II-2-121.)
“I am ill a t reckoning” (Love’s 
Labor Lost, I-2-42), and it were 
pity you should get your living by 
reckoning” (ibid V-2-498).
“His quick wit wasted in giving 
reckonings.” (2 Hen. IV, I-2-194).
“That hath  no arithm etic in her 
brain to set down her reckoning.” 
(Troilus and Cressida III-3-254). 
W hat would Shapespeare say to the 
general employment of female 
bookkeepers and clerks in modem 
offices ?
“A rogue, a villain, th a t fights 
with the book of arithm etic.” 
(Rom. and Jul. III-1-106.)
“Yet they are the devil’s addi­
tions.” (Merry Wives II-2-312.)
Still Shakespeare knew the im­
portance of an accounting, and the 
value of comparative figures. In 
Sonnet 136 he writes, somewhat 
obscurely, it is true:
“In things of great receipt with 
ease we prove among a  number,
--------- in thy  store’s account let me
be one.”
“No reckoning made but sent to 
my account.” (Hamlet I-5-78.) 
Obviously an audit was required.
“I speak but in the figures and 
comparisons.” (Henry V., IV-7- 
26.)
“In cash most justly  paid.” (ibid 
I I -1 -1 2 0 .)
Of auditing procedure Shakes­
peare knew a t least the elements. 
W itness:
“More truly now may this be 
verified.” (1 Henry VI, I-2-32.)
“And to confirm it  plain you give 
me this.” (Love’s Labor Lost V-
2-452.)
“Let for a greater confirmation 
(for in an act of this importance 
’twere pity to be wild) I have de­
spatched a post.” (W inter’s Tale
II-1-180). Independent verification, 
much slighted by professional au­
ditors, has Shakespeare’s sanction: 
“For tru th  can never be confirmed 
enough.” (Pericles, V-1-203.)
W ith the use of vouchers, 
Shakespeare was fam iliar:
“Will his vouchers vouch him no 
more of his purchases, and double 
ones too?” (Hamlet V-1-117).
“Here’s a voucher stronger than 
ever the law could make.” (Cym- 
beline II-2-39.)
Of advice to juniors many ex­
amples could be cited. Laertes’ ad­
vice to Polonius is too well known, 
not to say hackneyed, to repeat 
here. But it will bear rereading. 
However, we do wish to quote one 
notable precept th a t may comfort 
beginners to whom the practice of 
accounting seems one endless col­
umn of figures. “Bear the addi­
tions nobly ever.” (Coriolanus I- 
9-66.)
Shakespeare’s references to costs 
are somewhat humorous to the 
modern. One can not help but 
think of Coolidgian economy when 
one reads “King Stephen was a 
worthy peer; his breeches cost him 
but a crown.” (Othello II-3-93.) 
The double meaning of the last 
word may contain a prophecy of 
the 1928 Presidential election. And 
who, th a t was in Miami during last 
summer can not, remembering 
Flagler Street, chuckle a t: “Why 
so large cost, having so short a 
lease?” (Sonnet 146.)
In the larger analysis Shakes- 
peare seems to have had a fa ir 
opinion of accountants. For ex­
ample he writes, “Large gifts have 
I bestowed on learned clerks, be­
cause my books prefer me.” (2 
Hen. VI, IV-7-77.) And again: 
“As painfully to pore upon a book, 
to seek the light of tru th .” (Love’s
Labor Lost I-1-74.) That last, is 
the be all and end all, and justifica­
tion of an auditor’s vocation; 
TRUTH.
IN MEMORIAM
As we go to press we receive 
news of the death of one of our 
members, Edwin S. Doubleday, C. 
P. A., Springfield, Mass.
Mr. Doubleday, who held Massa­
chusetts C. P. A. certificate No. 1, 
had been in the public practice of 
accounting since 1896. He was 
born in Columbia, California, Feb­
ruary 3, 1861, and, although a na­
tive of California, his parentage 
and ancestry for generations back 
were of New England stock. The 
progenitors of the American Dou­
bledays came to America in 1676 
and Edwin S. was the eighth  gen­
eration of the name in this country. 
He was educated in the public 
schools of California and New 
York, graduating with distinction 
with the class of 1880 from the 
College of the City of New York. 
Immediately afte r graduation he 
became associated with his fa ther’s 
mercantile establishment in New 
York. For five years, from 1888, 
he managed a branch of th a t con­
cern in Australia. In 1896 he w ith­
drew from commercial pursuits to 
take up the profession of public 
accountancy, in which he had since 
continued without interruption. In 
June, 1909, he was appointed by 
the bank commissioner of Massa­
chusetts to be a member of the 
newly created board of five ex­
aminers for the registration of cer­
tified public accountants and served 
on this board until pressure of 
business forced his resignation.
Mr. Doubleday was married in 
Sydney, Australia, on March 5, 
1885. He leaves one son, Edwin C., 
C. P. A., who was associated with 
his father as a member of the firm 
of Doubleday, Farquhar & Double­
day, Certified Public Accountants; 
and one daughter, Dorothy I. 
Drummond, and one sister, Sarah
C. Doubleday.
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Government Accounting
THE BUDGET SYSTEM OF THE UNITED STATES — (Continued)
Submission of the Final E sti­
mates. The final estimates are sub­
mitted in great detail. They are 
prepared uniformly throughout the 
government service from an object 
of expenditure classification. The 
following letter was issued by the 
Bureau of the Budget in calling for 
the final estimates for the fiscal 
year 1928:
(L e tte r  is  addressed  to  th e  D ep artm en t 
Officer concerned.)
S ir: Y our a tte n tio n  is  d irected  to  th e  
provisions of law  contained  in  th e  B udget 
and  A ccounting  A ct, approved  Ju n e  10, 
1921, and  such reg u la tions th e reu n d er as 
h ave  been p rom u lga ted  re la tiv e  to  th e  
subm ission  of th e  annua l e s tim a te s  of 
ap p ro p ria tio n s  and of e s tim a tes  of ex ­
p en d itu res  and  receip ts .
1. E S T IM A T E S O F  A P PR O PR IA T IO N S
In  accordance w ith  th e  provisions of 
th e  B udget and  A ccounting  A ct, Section 
214, 215, and  216, you should d irec t y o u r 
B udget Officer to a rra n g e  fo r  th e  p re ­
p a ra tio n  of th e  e s tim a tes  of ap p ro p r ia ­
tions fo r  th e  service of th e  (nam e of 
o rg an iza tion  u n it in serted  he re ) fo r  th e  
fiscal y e a r  1928 by such d a te  as w ill en ­
able you to  rev ise  th e  sam e and  subm it 
th em  to  th e  B ureau  o f th e  B udget on o r 
before S eptem ber — , 1926. T he es tim a tes  
should be p rep a red  in  accordance w ith  
th e  o rd e r and  a rra n g e m e n t o f th e  A ppro ­
p ria tio n  A ct fo r  th e  fiscal y e a r  1927, u s­
in g  th e  ap p ro p ria tio n  title s  a s  g iven  in  
th e  D igest of A pprop ria tions.
W herever th e  e s tim a te  show s an  in ­
crease  over th e  1927 app rop ria tion , o r 
w here new  ap p ro p ria tio n s a re  requested  
fo r  p ro jec ts  o r ac tiv ities n o t ap p ro p ria ted  
fo r  in  1927, fu ll and  specific in fo rm ation  
a s  to  th e  necessity  th e re fo r  should be 
fu rn ish ed . T h is in fo rm ation  should be 
en te red  on th e  es tim a te  sh ee t (F o rm  No. 
3 ) below  th e  estim a te , add itional sheets 
b e ing  used  w hen necessary .
W hen a  change in  th e  w ord ing  of th e  
law  fo r  1927 is  proposed in  th e  te x t of 
a n  estim a te , th e  m a tte r  to  be om itted  
should be enclosed in  b rack e ts  [ ] (n o t 
p a ren th ese s) and th e  new  m a tte r  should 
be underscored. T h is m ethod  is  show n 
in  th e  B udget fo r  1927.
T he estim a tes  w ill be ty p ew ritten  upon 
S tan d ard  F o rm  No. 3 (w h ite  p a p e r) , to  
be obtained fro m  th e  Public P r in te r  upon
By JO H N  B. PA Y N E , C ertified Public 
A ccountant, W ash ington , D. C., and 
JO H N  M. K E A R F U L , A ss is tan t C hief 
o f th e  D ivision of E s tim a te s , the  
U n ited  S ta te s  B ureau  o f th e  B udget.
E d ito r’s N o te : W e p re sen t h ere  th e  
fo u r th  of a  series of im p o rta n t a rtic les  
p rep a red  by  M r. P ayne  w ith  th e  idea  of 
p rom oting  u n ifo rm ity  in  G overnm ent ac ­
counting  and bu d g e t m ethods. T his is a  
civic p ro jec t w hich will receive th e  sup­
p o rt o f public sp irited  accoun tan ts  and  
business m en. C om m ents and  su g g es­
tions on th e  sub jec t a re  invited . A d­
dress M r. P ayne  a t  26 Jackson  P lace N. 
W ., W ash ing ton , D. C.
requ isition , and five copies w ill be f u r ­
n ished to  th e  B ureau  o f th e  B udget.
2. SC H E D U L E S O F E X P E N D IT U R E S
Y our a tten tio n  is  also d irected  to  th e  
req u irem en ts  o f section 204 (b ) of th e  
B udget and  A ccounting A ct, re la tiv e  to  
schedules of exp en d itu res  to  accom pany 
lum p sum  ap p ro p ria tio n s.
Specific in s tru c tio n s based  on th is  p ro ­
vision o f law , w ith  in fo rm atio n  as to  
schedules of u n it costs and s ta tu te  re fe r ­
ences, a re  se t fo r th  in  B u reau  of th e  
B udget C ircu la r No. 163, copies of 
w hich a re  tra n sm itte d  herew ith .
Schedules of expend itu res fo r  th e  de­
p a rtm e n ta l service u n d er th e  C lassifica­
tion  A ct of 1923, fo r  th e  field service, and 
fo r  objects o th e r th a n  personal services, 
should conform  to  th e  sam ple fo rm  in  
th a t  C ircular, w hich fo rm  is fu lly  ex ­
p lained  th ere in . T he schedules w ill be 
ty p ew ritten  upon S tan d ard  F o rm  3a 
(tin ted  p a p e r) , to  be ob tained  fro m  th e  
Public P r in te r  upon requ isition , and five 
copies w ill be fo rw arded  to  th e  B ureau  of 
th e  B udget.
3. E ST IM A T E S  O F E X P E N D IT U R E S
A N D  R E C E IP T S
A s requ ired  by  section 201 (a , b, and 
d) of th e  B udget and  A ccounting  A ct, 
you a re  requested  to  fu rn ish  sep a ra te  
s ta tem en ts  show ing th e  e stim ated  ex ­
p end itu res of y o u r d ep a rtm en t on th e  
b asis o f da ily  T re a su ry  s ta tem en ts  fo r  
each of th e  fiscal y ea rs  1927 and  1928, 
th e  s ta te m e n t fo r  1927 to  be fu rn ish ed  
a s  soon as i t  can be p rep a red  and  th e  
s ta tem en t fo r  1928 as soon as th e  de­
p a rtm e n ta l e s tim a tes  fo r  th a t  y e a r  a re  
finally  approved  by  th e  P re s id en t fo r  in ­
clusion in  th e  B udget. T he estim a ted  ex­
p end itu res  should include expend itu res 
fro m  pe rm an en t and  indefinite a p p ro p ria ­
tions. In  p re p a r in g  e s tim a tes  of expen­
d itu res , th e  unexpended balances of ap ­
p ro p ria tio n s  o f prev ious y ea rs  w hich a re  
availab le  fo r  expend itu re  d u ring  the  y e a r  
in  question  and  th e  e stim ated  unexpen­
ded balances a t  th e  close o f such y e a r  
should be tak en  in to  account.
You a re  also requested  to  fu rn ish  as 
soon as possib le a  s ta te m e n t show ing, in  
de ta il as to  sources, th e  am o u n t of re ­
ceip ts estim a ted  to  be deposited  in th e  
T re a su ry  d u rin g  each o f th e  fiscal yea rs
1927 and  1928.
The fo rm  in  w hich th e  desired  in fo r­
m ation  a s  to  expend itu res and receip ts 
should be fu rn ish ed  is show n in  B udget 
S ta tem en ts  Nos. 2, 3, and  6, pages A 16 
to  A  50 o f th e  B udget fo r  1927.
B y direction  of th e  P res id en t:
H . M. LORD, 
D irec to r o f th e  B ureau  of th e  B udget.
Hearings before the Board of 
Estimates. A fter the final esti­
mates have been received by the 
Bureau of the Budget they are sub­
jected to an intensive study by the 
officials of the Bureau. The Bureau 
officials may question the necessity 
for certain items requested and the 
departmental officials are required 
to  defend their estimates before the 
Board of Estim ates of the Bureau 
of the Budget. If the department 
officials are not able to  convince the 
Bureau of the Budget of the neces­
sity of the questioned items, those 
items are stricken from the esti­
mates. Final approval of the esti­
mates rests with the President.
The amounts allowed to a de­
partm ent by the Bureau of the 
Budget and the President are the 
maximum amounts th a t the de­
partm ent officials may request 
from Congress. The following re­
m arks of President Harding a t a 
meeting of the Business Organiza­
tion of the Government are of par­
ticular interest in this connection:
“ I  have noticed fro m  th e  h ea rin g s  be­
fo re  th e  A ppro p ria tio n s C om m ittees of 
C ongress th a t  som e of th e  officials of th e  
governm en t have n o t y e t rea lized  th a t  
u nder th e  B udget and  A ccounting A ct
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th e  estim a tes  w hich a re  befo re  C ongress 
a r e  those subm itted  by  th e  C hief Execu­
tive . T he officials to  w hom  I  re fe r  w ere 
ap p a ren tly  of th e  im pression  th a t  th e  
e s tim a te s  w hich th e ir  respective  d e p a rt­
m e n ts  o r e s tab lishm en ts  subm itted  to  th e  
B ureau  o f th e  B udget, w ere th e  official 
e s tim a tes  w hich th ey  w ere au thorized  
to  advocate befo re  th e  congressional com­
m ittees . I  t r u s t  th is  erroneous im p res­
sion w ill n o t p rev a il h e re a f te r . I f  Con­
g ress  desires e s tim a tes  o th e r th a n  those  
subm itted  by  th e  C hief E xecutive, i t  h as  
reserv ed  un to  itse lf  in  th e  B udget and 
A ccoun ting  A ct th e  au th o r ity  to  req u es t 
such estim a tes  and define th e  m ethods 
o f  ob ta in ing  them . B u t th e  ad m in is tra ­
tiv e  officials, who a re  o p e ra tin g  u n d er th e  
E xecutive, a re  expected to  subscribe cor­
d ia lly  and loyally  to  th e  B udget e stim ate , 
and I  do n o t h e s ita te  to  say  th a t  th e  
rep e titio n  of an  advocacy of an  estim a te  
befo re  th e  congressional com m ittee  in  
excess of th e  E xecutive recom m endation, 
w ill be looked upon as  sufficient reason  
to  give consideration  tow ards severance 
o f  em ploym ent w ith  th e  governm en t.”
Preparation of the Budget Docu­
ment. A fter the departments have 
made the changes in the schedules 
supporting their estimates as di­
rected by the Bureau of the Bud­
get, the corrected estimates and 
supporting schedules are used by 
the Bureau in compiling the Bud­
get Document for submission to 
Congress. The Budget Document 
is a large volume containing 1459 
pages for the fiscal year 1927. It 
is divided into two parts. P art I 
contains the President’s Budget 
Message and summary financial 
statements. P art II contains the 
detailed estimates of the depart­
ments and establishments. In the 
1927 Budget, P a rt I contained 109 
pages and P art II contained 1350 
pages. The schedules contained in 
P a rt II are compiled from the uni­
form classification of objects of ex­
penditure. The Budget Document 
is sent to the Government Printing 
Office for printing, and is required 
to be delivered to Congress on the 
first day of each regular session.
Congress and the Budget. The 
department officials are required to 
appear before the Appropriation 
Committees of the House and Sen­
ate to defend the estimates sub­
m itted in the Budget.
The House Committee on Appro­
priations is composed of thirty-five 
members. The Budget estimates 
are acted upon in ten appropriation 
bills, each of which is handled by 
sub - committees containing five 
members, except the sub-commit­
tee for the Treasury and Post Of­
fice Departments each having six 
members and the sub-committee on 
deficiencies, which has ten mem­
bers. The bills are as follows:
1. Treasury and Post Office De­
partm ents.
2. District of Columbia.
3. W ar Department.
4. Department of Agriculture.
5. Executive Office and Inde­
pendent Establishments.
6. Interior Department.
7. Navy Department.
8. Departments of State, Jus­
tice, Commerce, and La­
bor.
9. Legislative Establishment.
10. Deficiencies.
Each sub-committee holds hear­
ings on its section of the Budget. 
These hearings are published and 
constitute very valuable informa­
tion on the business procedure of 
the government. A fter the hear­
ings the sub-committee makes 
whatever changes it  may consider 
necessary in its portion of the Bud­
get and reports its findings to the 
committee. The committee may 
also make changes in the bill be­
fore it is placed on the calendar.
A fter an appropriation bill has 
been passed by the House it is 
transm itted to the Senate and 
there handled by the Senate Com­
m ittee on Appropriations, which 
holds hearings similar to those of 
the House although not in so much 
detail.
Should the bill as passed by the 
Senate differ from the form in 
which passed by the House the dif­
ferences are handled by conferees 
who work on the m atter until they 
produce a conference report accept­
able to both Houses. Then the bill 
is enrolled, signed by the two pre­
siding officers, and forwarded to 
the President. When the bill is ap­
proved by the President it becomes 
a law.
Control of Budget Expenditures.
A determined effort is made to rea­
lize a saving out of every appropri­
ation. The fact th a t a certain 
amount has been appropriated does 
not imply th a t all of it will be 
spent, since the appropriation is 
the maximum and not the mini­
mum amount th a t may be spent. 
Control of the Budget expenditures 
includes the following:
1. Issuing appropriation war­
rants.
2. Setting up Budget reserve.
3. Preparation of a work pro­
gram.
4. Allotment of appropriations.
5. Encumbering the allotments.
6. Liquidating the encum­
brances.
7. Uniform system of Bureau
Accounting.
Issuing Appropriation W arrants. 
Following the passage of the appro­
priation acts the departments and 
establishments are formally noti­
fied as to the amounts appropriated 
to them by means of an appropria­
tion w arrant issued by the Division 
of Bookkeeping and W arrants and 
the General Accounting Office. The 
appropriation w arrant is the basis 
for entering the appropriations on 
the books of the department. How­
ever, th is does not mean th a t the 
entire appropriation will be spent 
since it is the purpose of the Bu­
reau of the Budget to effect a sav­
ing in every appropriation.
The Budget Reserve. In order 
th a t savings may be effected the 
departments are required to set 
aside a  reserve out of each appro­
priation a t the beginning of each 
fiscal year. The spending agencies 
of the department allot a portion of 
each of their appropriations to a 
fund designated as the “Depart­
mental Reserve.” This fund is un­
der the control of the head of the 
department and can not be with­
drawn even for an emergency ex­
cept by his approval. Thus, the re­
serve has the effect of saving 
money and of providing a resource 
with which to meet unforeseen con­
tingencies and thereby prevents de­
ficiency appropriations.
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Preparation of a  Work Program.
The head of each spending service 
is required to submit a work pro­
gram showing in considerable de­
tail what work he contemplates do­
ing with the portion of the appro­
priations a t his disposal. Thus, the 
Budget system secured a coordi­
nated financial and work program 
which is essential to the carrying 
out of an intelligent program of 
economy in government operation.
Allotment of the Appropriations. 
The heads of the spending services 
apportion the appropriations to the 
divisions of the organization. The 
term  “allotment” is used to  desig­
nate this apportionment. The allot­
ments are formally made in w rit­
ing, entered on the books of the 
bureau and then forwarded to the 
head of the division to notify him 
of the amount available for carry­
ing on the operations of his di­
vision. Each division chief is pro­
hibited from exceeding his allot­
ments. Therefore, it is obvious 
th a t if the parts of the appropria­
tion can not be exceeded, the ap­
propriation as a whole can not be 
over-expended.
Encumbering the Allotments.
To prevent over-expenditure of the 
allotments all known obligations 
which will be incurred during the 
year are set up on the books a t the 
beginning of the year as a reduc­
tion of the amount available for 
fu rther commitments. Salaries, 
rent, and contracts can be entered 
a t this time. Obligations not in­
curred a t the beginning of the year 
are set up during the year as they 
are created. Of course, some of 
the amounts set up are merely esti­
mates and the payment will vary 
somewhat from the amount of en­
cumbrance set up, which will re­
quite adjustm ents on the books of 
account. This practice of encum­
bering the allotments is very ef­
fective in budgetary control.
Liquidating the Encumbrances. 
The encumbrances are liquidated 
by the spending service which pre­
pares a disbursement voucher con­
taining complete information rela­
tive to the contemplated payment.
The voucher on being approved by 
the proper authorities of the spend­
ing service is forwarded to the dis­
bursing officer who draws a check 
for the amount and forwards it to 
the payee.
Uniform System of Bureau Ac­
counting. An adequate accounting 
system is indispensable to the suc­
cessful operation of a budget sys­
tem. In the first place, the budget 
document is prepared from the in­
formation furnished by the ac­
counting system. In the second 
place, afte r the appropriation acts 
are passed the accounting system 
is absolutely essential to budgetary 
control over the expenditure. It 
follows, therefore, th a t without an 
adequate accounting system there 
can be no budget system worthy of 
the name.
The General Accounting Office is 
now engaged in the gradual instal­
lation in the government services of 
a uniform system of b u reau  ac­
counting to record the appropria­
tion, allotment, asset, liability, in­
come, and expense accounts. From 
this system a consolidated balance
IN  MEMORIAM
Ellis L. Jackson, C. P. A. (N. C. 
No. 222, November 15, 1922), was 
killed in an automobile accident on 
August 30, 1926.
Mr. Jackson, originally from Bal­
timore, had been a Senior Account­
ant on the staff of Todd & McCol­
lough, Certified Public Account­
ants, Charlotte, N. C., for the past 
eight years. He was keenly in ter­
ested in the affairs and welfare of 
the North Carolina Association of 
Certified Public Accountants, to 
which he was elected a Fellow 
Member in April, 1922, serving on 
various committees. A t the time 
of his death he was a member of 
the Membership Committee. He 
had been a member of The Ameri­
can Society of Certified Public Ac­
countants since 1922. Mr. Jackson 
was to have been married on Sep­
tember 7, next.
sheet for the entire government 
may eventually be prepared. The 
system is designed for machine 
operation. A discussion of the Uni­
form System of Bureau Account­
ing will follow in the next issue.
(To be continued.)
VISITORS AT OFFICE
(F rom  A ug. 27, 1926, to  Sept. 30, 1926)
G eorge M. N icholson, P a rk e rsb u rg , 
W. Va.
A. D. Lew is, C asper, W yo.
A. H en ry  B aum , N ew  Y ork C ity.
C. L. V ann, C harleston , S. C.
J .  R alph  S a tte rth w a ite , P h iladelph ia , 
P a .
F . L. M urphy, Chicago, I l l .
H. E a rl K albach, R eading, Pa.
C heste r M. Foss, P o rtlan d , Me.
G eorge G. Sco tt, C h arlo tte , N . C. 
G eorge R. L am b, C incinnati, Ohio. 
Jam es P . R obertson , S ea ttle , W ash. 
Sam uel F . R acine, S ea ttle , W ash. 
Sam uel K ap lan , N ew  Y ork City.
Geo. E . H . Satchell, San F rancisco , 
Calif.
D. W . S p ringer, A nn  A rbor, Mich. 
P a r ry  B arnes, K ansas C ity , Mo.
A rchie M. Sm ith , N ew  O rleans, La. 
W m . F . Sm ith , W aco, T exas.
A. C. U p leger, W aco, T exas.
S. A . B lustein , C harleston , W. Va. 
H om er E . L ew is, C incinnati, Ohio. 
Edw . S. E llio tt, M em phis, Tenn.
Jam es L. R espess, A tlan ta , Ga.
H aro ld  D udley G reeley , N ew  Y ork  City. 
V ic to r M arkw alte r, A u g u sta , Ga.
M ax W aldm an, Louisville, Ky.
W . W allace G ibson, N ew  Y ork  City. 
Caddie H . K inard , E l D orado, A rk . 
Geo. R. C rosley, E l D orado, A rk . 
T hom as H. E vans, D e tro it, Mich.
J .  B. McCabe, W ilm ington , N. C.
W. T. M cConnell, D etro it, Mich.
H . A . R oney, Ind ianapo lis , Ind .
E ric  Louis W heeler, Chicago, I ll. 
M aurice Genez, U nion C ity, N . J .
A . W . C lapp, A tla n ta , Ga.
H om er A. D unn, N ew  Y ork City.
C arl E . D ietze, M ilw aukee, W is.
W . A. Coy, C leveland, Ohio.
H. G. S lag le , C leveland, Ohio.
E . L. P rid e , B oston, M ass.
L ouis B ergm an , Chicago, I ll.
A r th u r  M ern ie, C icero, I ll.
A. B. Sanders , W ich ita , K ans.
H . E . L unsfo rd , K ansas C ity, Mo.
J .  B. T anner, Chicago, I l l .
F. Scott Kitson, C. P. A., Miami, 
Florida, has recently been appoint­
ed Comptroller of the Miami Her­
ald, one of the largest newspapers 
in Florida.
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ANNOUNCEMENTS
H arry H. Meisner, C. P. A., and 
Eugene F. McCafferty, C. P. A., an­
nounce their association in the firm 
of Meisner & McCafferty, Certified 
Public Accountants, for the prac­
tice of accountancy. H arry H. 
Meisner and Ivan I. Meisner an­
nounce their association in the firm 
of Meisner and Meisner, Attorneys 
and Counsellors, for the practice 
of law, with offices in the F irst Na­
tional Bank Building, Detroit, 
Michigan, and Union Trust Build­
ing, Washington, D. C.
Teasley, Riemer & Company 
Certified Public Accountants, 262 
Chamber of Commerce Bldg., Los 
Angeles, California, announce the 
association with the firm of Fer­
nando B. Perrigo, C. P. A., for­
merly of Grand Rapids, Michigan.
James A. Elliott, C. P. A., and 
H erbert T. Davis, C. P. A., an­
nounce the removal of the Boston 
office of Elliott, Davis & Company 
to 24 School Street.
D. B. Griffin & Company an­
nounce the removal of their offices 
from 371 Shrine Building to 386- 
387 Shrine Building, Memphis, 
Tenn.
Martin Dowd, C. P. A., an­
nounces the removal of the offices 
of Martin Dowd & Company to 
716-718 Grand Rapids National 
Bank Building, Grand Rapids, 
Michigan.
Miller, Franklin, Basset & Com­
pany, of New York, announce the 
opening, by their Division of Pub­
lic Accounting, of an office in the 
DuPont Building, Wilmington, Del­
aware, with Mr. C. W. Sutton as 
D istrict Manager and Mr. C. A. 
H arrington as Resident Manager.
Robert F. Bishop, C. P. A., an­
nounces the removal of his office 
to his form er location, 8 E ast 
Broad Street, 11th Floor, Colum­
bus, Ohio.
Robert A. Wood, C. P. A., and 
James D. Patton, C. P. A., an­
nounce the formation of a partner­
ship which will continue the pub­
lic accounting practice of Robert 
A. Wood, C. P. A., under the name 
of Wood & Patton, Certified Pub­
lic Accountants, 108 North Brady 
Street, DuBois, Pa.
George F. Herde, C. P. A., for­
merly with the Income Tax Unit 
of the U. S. Treasury Department 
and on the staff of the Federal 
Trade Commission, announces the 
opening of offices for the general 
practice of accountancy a t 522-28 
Farm ers Bank Building, P itts ­
burgh, Pa.
Robert B. Lauder, C. P. A., an­
nounces the purchase of Mr. Brad­
ley’s interest in the firm of Bradley 
& Lauder, on September 1, 1926, 
and will maintain the same offices 
in the Press Building, Binghamton, 
New York, for the practice of ac­
counting under his own name.
The firm of Ricker, Rogers & 
Montgomery, Philadelphia, has 
been dissolved as of August 31, 
1926. The accounting practice of 
John L. Ricker, C. P. A., and Her­
man Oeschger, former members of 
the above firm, will hereafter be 
continued in the same offices as 
formerly under the name of Ricker, 
Oeschger & Co., 1007 Franklin 
Trust Bldg., Philadelphia, Pa.
James A. Gross, C. P. A., and 
Joseph A. Sweeny, announce the 
formation of a partnership for the 
practice of public accounting with 
offices a t 901-903 F irs t National 
Bank Bldg., Tampa, Fla.
C. D. Giles & Company announce 
the removal of their offices to 67 
Wall Street, New York City.
Paul C. Taylor, C. P. A., formerly 
of the University of Illinois, is now 
associated with the University of 
Kentucky, Lexington, Ky.
Wilbur L. Harrison, C. P. A., and 
attorney a t law, announces th a t on 
or about November 1st he will re­
sume practice a t 1046 Munsey 
Building, Washington, D. C., where 
he will continue to be associated 
with Jam es B. Grice, C. P. A., in 
the partnership of Harrison and 
Grice, Certified Public Accountants.
Paul D. Hutchison, C. P. A., has 
become a member of the staff of 
W alter Charnley & Company, Cer­
tified Public Accountants, 110 
L atta Arcade, Charlotte, N. C.
W. M. Madden & Company, Cer­
tified Public Accountants, with of­
fices a t Indianapolis and Terre 
Haute, announce the establishment 
of their Gary and Hamond, Indi­
ana, offices.
William A. Garlick, C. P. A., an­
nounces the removal of his offices 
to the United Bank & Trust Com­
pany Building, 625 Market Street, 
San Francisco, where he will con­
tinue his practice of law and ac­
counting.
The partnership of Rodger & 
McLeod, Accountants, Terminal 
Bldg., Rochester, N. Y., is dissolved 
as a t September 1, 1926. Mr. Louis 
A. Rodger will continue to practice 
a t the same address under the 
name of Rodger & Company. Tho­
mas L. McLeod, C. P. A., will prac­
tice as an individual and will re­
move his offices to 639 Lincoln- 
Alliance Bank Bldg., 183 Main 
Street, East, Rochester, New York.
A. W. Kenworthy, C. P. A., an­
nounces th a t the firm of Ken­
worthy and Pierce has been dis­
solved and th a t he will continue the 
general practice of public account­
ing a t 120 Broadway, New York 
City.
Ralph S. Perkins, C. P. A., and 
associates announce the opening of 
an office a t 201 Devonshire St., Bos­
ton, Mass., on September 1, 1926, 
under the firm name of Ralph S. 
Perkins & Co.
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Hein & Greene, Public Account­
ants, 301 Sun Building, Bingham­
ton, New York, announce th a t Mr.
B. C. Wolcott has been admitted as 
a  member of the firm . The firm 
name will hereafter be Hein, 
Greene, & Wolcott.
J. B. Rodgers, C. P. A., an­
nounces the dissolution of the firm, 
Rodgers-Harrill Company, Char­
lotte, N. C. Mr. Rodgers will con­
tinue the practice of accountancy 
under his own name, with offices in 
the F irst National Bank Building, 
Statesville, N. C.
John J. Sellers, C. P. A., has been 
appointed Auditor of the Virginia 
Iron, Coal & Coke Co., Roanoke, Va.
Miller, Franklin, Basset & Com­
pany, Engineers and Accountants, 
of New York, announce the open­
ing, by their Division of Public Ac­
counting, of an office in the Pacific- 
Southwest Bank Bldg., Los Ange­
les, California, for the practice of 
public accounting under Ernest E. 
Godfrey, C. P. A., as Resident Man­
ager.
Robert O. Delin, C. P. A., an­
nounces the removal of his office to 
70 E ast 45th Street, New York 
City.
A. Calder Mackay announces his 
resignation as Special Attorney in 
the office of General Counsel for 
the  Bureau of Internal Revenue to 
resume the general practice of law 
in association with Thomas R. 
Dempsey and Howard W. Reynolds, 
a t 508 Security Building, Los An­
geles, California.
Leonard Barker, C. P. A., an­
nounces th a t he has acquired the 
Chattanooga interest of Shannon, 
Reynolds and Bone, with whom he 
has been associated as resident 
m anager for the past six years. 
The practice will be continued un­
der the name of Leonard Barker 
& Company, Public Accountants 
and Auditors, with offices a t 505- 
507 Provident Building, Chatta­
nooga, Tennessee.
E. F. Conner, C. P. A., announces 
the formation of a partnership 
with Mr. O. F. Ash, Jr., for the 
practice of public occounting under 
the firm name of Conner, Ash & 
Company, 1628 Arcade Building, 
Saint Louis, Mo.
Charles Lipkin, C. P. A., and 
Samuel S. Lipkin announce the re­
moval of the offices of Lipkin & 
Lipkin to 1 Park Row, Comer Ann 
Street, New York City.
COM M ERCIAL LA W  
Oct. 26, 1925, 9.00 A. M. to  1.30 P . M.
Give reasons fo r  a ll answ ers. Do n o t 
re p e a t questions, b u t designa te  them  by 
num bers and  le tte rs .
C on trac ts
A nsw er th ree  of th e  follow ing ques­
tio n s:
1. Define a  C ontract.
(a )  In  w h a t in s tances a re  w ritte n  
ag reem en ts  req u ired ?
(b ) W h a t is m ean t by  a  paro l ag re e ­
m en t?
(c) W h at is  th e  s ta tu te  o f fra u d s  as 
applied  to  co n trac ts?
2. A  h a s  a  fire in su rance  policy on h is 
dw elling  fo r  th e  sum  of $5,000, w ith  a 
75 p e r  cen t co-insurance clause. The 
policy provides th a t  th e  residence shall 
be equipped w ith  lig h tn in g  rods. On th e  
day  o f issuance of th e  policy lig h tn in g  
s tr ik e s  th e  house, causing  a  to ta l loss. 
T he in su red  fa iled  to  equip h is  house 
w ith  th e  rods, as requ ired . W h a t a re  
A ’s r ig h ts , if  a n y ?
3. A  ag rees  to  purchase  from  B on th e  
15th day  of O ctober, 1925, c e rta in  re a l 
e s ta te  located  w ith in  th e  C ity  o f R ich­
m ond. T here  w as no w rit te n  ag reem ent, 
b u t A  rep resen ted  to  B th a t  on th e  fo l­
low ing d ay  he w ould sign  th e  ag reem en t.
B, upon th e  rep resen ta tio n s  m ade to  h im  
by  A , had  p rep a red  a  good and  sufficient 
deed of b a rg a in  and  sale  conveying th e  
re a l e s ta te  in  question  to  A. A  re fu ses  
to  accep t th e  deed o r com ply w ith  h is  
ag reem en t. W h at a re  the  legal r ig h ts  
o f B ?
4. A  dies in te s ta te  leav ing  as h is  sole 
d is trib u tees h is  w idow and  tw o in fa n t 
children. A m ong h is p ap e rs  is found 
an  in su rance  policy on h is life  fo r  $2,000, 
payab le  to  h is  e s ta te . H e is  indebted  to  
B in  th e  sum  of $2,500, who holds A ’s 
n o te ; th e  no te , how ever, does n o t w aive 
th e  hom estead  exem ption. W h a t be­
comes o f th e  $2,000, and  w h a t a re  th e
Miller, Franklin, Basset & Com­
pany, Engineers and Accountants 
of New York, announce th a t their 
Division of Public Accounting is 
now represented in Berlin, Vienna, 
Prague, Budapest and Zurich, with 
a principal office a t So. Bishops- 
gate, London, E. C. 2, England.
Joseph L. Rockwitt, C. P. A., an­
nounces th a t he will continue his 
accounting practice a t 565 F ifth  
Avenue, New York City.
r ig h ts  of th e  w idow  as  a g a in s t th is  
c red ito r?
(a )  W h a t exem ptions a re  allow ed a 
householder in  V irg in ia?
(b) W h at is th e  legal definition of a 
householder ?
(c) Is  a  m a rrie d  m an , liv ing  sep a ra te  
and  a p a r t  fro m  h is w ife , en titled  to  an  
exem ption ; i f  so, to  w h a t exem ptions?
N egotiab le  In s tru m en ts
A nsw er th re e  o f th e  fo llow ing ques­
tions :
5. (a )  W h a t is  a nego tiab le  in s tru ­
m en t ?
(b ) Is  i t  necessary  to  p ro te s t a  fo re ig n  
bill of exchange?
6. On th e  15th day  o f S ep tem ber, 1925, 
w hile a  re s id en t of V irg in ia , A  signs a  
no te  fo r  $1,000, payab le  to  th e  o rd e r of
B. T he no te  fa lls  due upon th e  25th  day  
of Septem ber, 1925. A  fa ils  to  pay , and 
upon th e  2nd day  of O ctober he rem oves 
to  W ash ing ton , D. C. Subsequently  a  
ju d g m en t is rendered  in  th e  C ity  o f R ich­
m ond, V a., a g a in s t A . H as A  a n y  ex­
em ptions, be ing  a  m arrie d  m a n ?  I f  so, 
to  w h a t exem ption  is  he  en titled ?
7. A  borrow s fro m  B B an k  th e  sum  of 
$100 on h is  nego tiab le  no te , w hich w aives 
p ro te s t and  p resen ta tio n . T he no te  fa lls  
due on O ctober 15, 1925, and  is  n o t paid . 
T he note is  p ro te s ted ; th e  p ro te s t fees 
am oun t to  $1.26. A  re fu ses  to  p ay  th e  
p ro te s t fees , and  ten d e rs  to  th e  bank  
$100, w hich is  refused . T he bank  sues 
A fo r  $101.26. W h a t ju d g m en t?
8. W h a t a re  th e  defenses, i f  any , to  
a  negotiab le  no te  in  th e  hands of a  bona 
fide ho lder fo r  value befo re m a tu r ity ?
C orporations
A nsw er all o f th e  fo llow ing questions:
9. (a )  H ow  m ay  a  V irg in ia  co rpora­
tion  te rm in a te  its  ex is tence?
(b ) H ow  is a  V irg in ia  corpora tion  
fo rm ed  ?
(c) C an a  co rpora tion  be g u ilty  of 
libe l?  O f s lan d e r?  O f a  to r t?
C. P. A. EXAMINATION QUESTIONS, 
VIRGINIA, 1925
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10. A n au d it is  being m ade of th e  O. 
D. C om pany. Y ou find th a t  A  C om pany 
h a s  had  issued  to  i t  th ir ty -s ix  sh ares  of 
comm on stock, o f p a r  va lue  of $100, in  
th e  O. D. C om pany. T he stock, a lthough  
issued, h a s  n o t been p a id  fo r . Y ou also 
find th a t  th e  O. D . C om pany is indebted  
to  A C om pany in  the  sum  of $3,700, and 
th a t  O. D. C om pany owes deb ts w hich 
w ere c rea ted  subsequen t to  th e  issuance 
o f th e  stock. H ow  w ould you t r e a t  these  
tw o item s?
11. A  purchases in  1922, tw en ty  sh ares  
o f comm on stock of th e  p a r  value o f $100 
in  th e  B C om pany. A t th e  tim e  o f th e  
pu rchase  by  A , th e  B C om pany is n o t 
au thorized  to  issue  p re fe rre d  stock. Sub­
sequently , in  1924, $15,000 in  p re fe rred  
stock is  issued. T he co rpo ra tion  is  liqu i­
d a ted  in  M arch, 1925, leav ing  fo r  d is tr i­
bu tion  am ong th e  stockholders th e  sum  
o f $12,000. W h a t a re  th e  r ig h ts  o f th e  
com m on and  p re fe rre d  stockho lders?  In  
w h a t p ropo rtion  w ould th ey  be en titled  
to  th e  am oun t to  be d is tr ib u ted ?
P a rtn e rsh ip
A nsw er a ll o f th e  fo llow ing  questions:
12. A n in fa n t is tra d in g  u nder h is  own 
nam e. D uring  th e  course of h is  business, 
he c rea te s  a  n um ber o f b ills. H e is sued 
on th e  accounts, and  p leads in fancy . 
W h a t should be th e  ju d g m en t of th e  
co u rt?
13. (a )  W h a t is  a  lim ited  p a rtn e rsh ip ?
(b) H ow  m ay  a  lim ited  p a rtn e rsh ip  
be fo rm ed  in  V irg in ia?
(c) W h a t is  a  s ilen t p a r tn e r?
(d ) Is  i t  necessary , u n d e r th e  V irg in ia  
law , to  file a  certifica te  se ttin g  fo r th  the  
nam es of th e  persons com prising  a  p a r t ­
n e rsh ip  ?
14. A  and  B a re  p a rtn e rs . A  p u r­
chases, w ithou t th e  know ledge o f B, an  
autom obile tru ck , w hich is n o t necessary  
to  th e  conduct of th e  business, and signs 
th e  firm ’s nam e to  th e  con trac t. Is  th e  
co n trac t enforcible ?
B an k rup tcy
A nsw er all o f th e  fo llow ing questions:
15. (a )  W ho m ay  file a  p e titio n  in  
b an k ru p tcy  ?
(b ) W here is th e  p e titio n  filed?
(c) W h a t is m ean t by  “R eceiver in 
B a n k ru p tc y ? ” “T ru stee  is B an k ru p tc y ? ” 
“R eferee  in B a n k ru p tc y ? ” W h a t a re  
th e ir  respective d u tie s?
16. A C om pany filed in  th e  S ta te  C ourt 
a  p e titio n  fo r  a  R eceiver ad m ittin g  in ­
solvency. Is  th is  an  a c t o f B an k ru p tcy ?
17. A  files a  p e titio n  in  bank rup tcy , 
lis tin g  am ong h is  liab ilities th e  follow ­
in g : A lim ony, $1,500; S ta te  T axes, $500; 
a  fine due th e  C om m onw eath of V ir­
g in ia , $250; a  ju d g m en t of $5,000 fo r  
libel; $500 due upon a  no te  w hich w aives 
bank rup tcy . W hich o f th e  above a re  d is­
chargeab le  ?
PR A C T IC A L  A CC O U N TIN G  
P a r t  1
Oct. 26, 1925, 2.30 P . M. to  6.30 P . M.
(F o r  B oth  P rob lem s)
P roblem  1
Mr. W illiam  T. W rig h t, P re s id e n t of 
th e  C onsum ers C rude C otton Oil Com­
p any , w rite s  you th a t  he  w as au thorized  
a t  th e  d irec to rs’ m ee tin g  of Ju ly  2 5 ,  1925, 
to  ta k e  up  th e  fo llow ing  m a tte r  w ith  
you:
H e s ta te s  th a t  th e  d irec to rs h ad  befo re  
th em  th e  o p e ra tin g  s ta tem en ts  of th e ir  
com pany fo r  th e  fiscal y ea rs  end ing  Ju n e  
30, 1924, and  Ju n e  30, 1925, and  th a t  he 
is enclosing th ese  s ta tem en ts . H e s ta te s  
fu r th e r  in  ex p lana tion  th a t  th e  board  
com pared care fu lly  th e  tw o sta tem en ts  
and  th a t  a lthough  i t  ap p ea rs  th a t  th e  
com pany did m ore business a t  less p ro ­
po rtio n a te  cost fo r  m a te ria l and  o p e ra t­
in g  and g o t as good o r  b e tte r  p rices fo r
i ts  p roduc t in  1925 th a n  in  1924, y e t th e  
n e t p ro fit is  considerab ly  sm aller.
H e req u es ts  th a t  you analyze  th e  s ta te ­
m en ts a t  once and tra c e  o u t th e  cause 
o r causes of th is  condition and to  send 
h im  y o u r ana ly s is  in  a  fo rm  read ily  and 
com pletely  unders tandab le  by  h is  board , 
none of w hom  a re  accoun tan ts. H e 
s ta te s  th a t  th e  com pany began  business 
Ju ly  1, 1923.
F ro m  th e  s ta tem en ts  enclosed, w hich 
a re  h erew ith  g iven, m ake  th e  an a ly s is  
requested  and  p u t y ou r re p o r t in  th e  
fo rm  o f a  le t te r  to  M r. W rig h t, g iv ing  
y o u r s ta te m e n t and  m ak ing  such com­
m en ts  and  recom m endations a s  you see 
fit.
N o te : C otton seed on being  m illed p ro ­
duces fo u r p roducts, v iz: Oil, M eal, H ulls 
and L in te rs , w ith  a  ce rta in  am oun t o f  
m o istu re  and  m an u fac tu re  lo ss. On ac­
count o f th e  difficulty of d e te rm in ing  th e  
cost of th e  individual p roducts, i t  is  th e  
u su a l p rac tice  to  figu re  inven to ries a t  
c u rre n t firm  m a rk e t prices, w hich is done 
in  th e  case o f th is  problem .
O PE R A T IN G  STA TEM EN TS. 
C O N SU M ER S CRU D E COTTON O IL  CO RPO RA TIO N
Y ear E nd ing  Ju n e  30, 1924 
Sales
Oil Sales—
1,500,000 lbs. a t  $ 0 .1 0 ............. $150,000
M eal Sales—
2.375 to n s a t  $35.00 .................  83,125
H ull Sales—
375 to n s a t  $8.00 ...................... 3,000
L in te r  Sales—
400,000 lbs. a t  $0.05 .................  20,000
Y ear E n d ing  June  30, 1925 
Sales
Oil Sales—
1,740,000 lbs. a t  $0.10 ........... $174,000
M eal Sales—
2,400 to n s a t  $35.25 .............
H ull Sales—
2,500 to n s a t  $8.50 .............. .
L in te r  Sales—
600,000..lbs. a t  $0.05 .............
84,600
21,250
30,000
256,125
Costs
Seed B ought and C rushed—
5,000 tons a t  $40.00 ...............
Mill L ab o r .....................................
R ep a irs  and  Supplies .... ...........
P ow er ................................................
S u p erin tenden t ..............................
Office E xpense  (Includ ing  In ­
su rance  and  T axes) ................
Office S a la r ie s ................................
B ags and T ies (F o r  L in te rs ) ...
D epreciation  ..................................
Costs
Seed B ough t and  C rushed—
200,000 6,000 tons a t  $39.50 ................
12,500 Mill L abo r .......................................
3 ,000 R epa irs  and  Supplies ................
2 ,500 P ow er .......................... .....................
2 ,500 S u perin tenden t ............................
Office E xpense  (Includ ing  In-
1 ,000 su rance  and T axes) ................
3 ,000 Office S a la r ie s ................................
1,500 B ags and T ies ( fo r  L in te rs) ...
2 ,500 D epreciation  ..................................
228,500
Sales over C osts ...................... 27,625
D educt Inven to ry  to  b e g in ........  None.
Sales over Costs ..................
(Sam e as  end of p rio r year).
A dd Inven to ry  a t  E nd :
1,000 tons—
Hulls a t $8.00 ........ $8,000
100,000 lbs.—
Linters a t 5c ........ . 5,000
27,625
13,000
A dd Inven to ry  a t  E nd :
300 tons—
H ulls a t  $8.50 ........  $2,550
100,000 lbs.—
L in te rs  a t  5c ........... 5,000
N e t P ro fit ......................... . 40,625 N e t P ro fit
PR O B LEM  2
You have m ade an  au d it of th e  G eneral P roduc ts C om pany and find 
B alance S heet of th a t  C om pany, a t  Ju n e  30, 1925, contained th e  fo llow ing:
A sse ts
C ash .................................................................. ...................... ................................................
A ccounts R eceivable ..................... .....................................................................................
Inven tories ............................................................................................................................
M ineral D eposits (a t  appra ised  v a lu e s ) ............................... .............  .......................
T rea su ry  S tock:
P re fe rre d  .................................... ............ ......... ....................................  $30,000
Common ......................... ............................................ .......................... . 25,000
309,850
237,000
15,000
3 ,000
3 ,000
2 ,500
1,000 
3,000 
1 ,800
2 ,500
268,800
41,050
13,000
28,050
7,550
35,600
th a t  th e
$40,000
175,000
200,000 
500,000
55,000
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P la n t and E qu ipm en t .................................................................................. 3,800,000
D eferred  O p era ting  C harges .....................................................................  12,000
T o ta l ...................................................................................................  4,782,000
L iab ilities
A ccounts P ayab le  ........................................................................................... $250,000
N otes Payab le :
B anks— B orrow ed M oney ............ .....................................................  $300,000
Stockholders— B orrow ed M oney .....................................................  250,000
Southern  M ineral Com pany, fo r  balance of purchase of
M ineral D eposits ... .................................. ................ ....................... 250,000
----------------- 800,000
A ccrued In te re s t  on N otes P ay ab le :
Stockholders’ N otes .............................................................................  7,500
Sou thern  M ineral C o m p a n y ........................................................... . 7,500
----------------- 15,000
F i r s t  M ortgage , 7 p e r  cen t, 3 Y ear Gold Bonds, 9-1-25 ...............  1,000,000
A uthorized .
P re fe rre d  C ap ita l Stock .............................................................................  1,000,000 750,000
Com m on C ap ita l S tock ................................................................................ 2,500,000 1,750,000
C ap ita l Surp lus (a r is in g  fro m  rev a lu a tio n  of M ineral D eposits) 375,000
E arn ed  S urp lus (D eficit) ...........................................................................  158,000 217,000
T ota l ........................................................ ...........................................  4,782,000
N o te : U npaid  C um ulative P re fe rre d  D ividends to  6-30-25— $150,000, no t se t up.
T he ou ts tan d in g  p re fe rre d  cap ital 
stock  is  held  by  th e  sam e ho lders a s  th e  
com m on stock.
T he stockholders have  pe rfec ted  p lan s  
f o r  p ay m en t o f th e  f irs t m o rtg ag e , 7 p e r  
cen t Gold B onds, due Sep tem ber 1, 1925, 
and  have likew ise m ade a rran g em en ts  
to  c u rta il th e  h eavy  c u rre n t floating  in ­
debtedness.
Y ou find th a t  counsel f o r  th e  com pany 
h as  a tten d ed  to  a ll th e  lega l phases o f 
th e  changes o f th e  refinancing , an d  th e  
s ta te  corpora tion  com m ission h a s  placed 
i ts  app rova l thereon . F rac tio n a l sh a res  
m ay  be issued  i f  needed.
T he p lan  fo r  refinancing , condensed 
fro m  th e  m ass o f m em oranda and  a g re e ­
m en ts, is  show n in  sum m ary  as  fo llow s:
1. A ll o u ts tan d in g  cap ita l stock, bo th  
com m on and  p re fe rre d , by  stockholders’ 
ag re e m e n ts , is  to  be re tu rn e d  to  th e  com ­
pany , and  th e  stockholders a re  to  receive 
in  lieu  th e re o f  comm on stock a t  a  p a r  
va lue  equa l to  70 p e r  cen t o f p a r  va lue  
o rig in a lly  held  o f comm on and  p re fe rred .
2. T he 30 p e r  cen t reduction  is  to  be 
t r a n s fe r re d  to  th e  T rea su ry , fo r  subse­
q u e n t issue, i f  a s  and  w hen needed.
3. T here  is  to  be only one class o f 
cap ita l stock— common.
4. W ill sell $1,000,000 o f 7 p e r  cen t, 
f irs t m o rtg ag e , five y e a r  Gold Bonds, due 
S ep tem ber 1, 1930, in  o rd e r to  ob ta in  
fu n d s  to  p ay  p re sen t m o rtg ag e  bonds due 
Sep tem ber 1, 1925. In  o rd e r to  sell th ese  
new  bonds a t  p a r , th e  com pany is g iv ing  
a  bonus in  comm on cap ita l stock  equal 
to  25 p e r  cen t o f th e  face  value o f th e  
bonds.
5. W ill sell a t  p a r  n o t exceeding $800,- 
000 o f  an  au thorized  issue  of $1,000,000 
o f second m o rtg ag e , 8 p e r  cen t te n  y e a r  
Gold B onds, due Sep tem ber 1, 1935, in
o rd e r to  cu rta il c u rre n t indebtedness. 
W ith  th e  second m o rtg ag e  bonds is  g iven 
a  bonus in  comm on cap ita l stock  equal 
to  20 p e r  cen t o f th e  face  va lue  o f th e  
bonds.
6. The U n d erw ritin g  C om pany fo r  th e  
f irs t m o rtg eg e  bonds charged  a  fee  of 
$25,000 fo r  services in  selling  th e  bonds. 
T hey  have ag reed  to  ta k e  second m o rt­
gage  bonds of th e  p a r  va lue  o f $25,000 
in  pay m en t o f  th is  bill.
7. T he stockholders a re  to  accep t sec­
ond m o rtg ag e  bonds, a t  p a r , f o r  no tes 
and  in te re s t due them .
8. Second m o rtg ag e  bonds have  been 
sold to  th e  p re sen t stockholders a t  p a r  
f o r  cash  to  th e  am o u n t o f $450,000.
9. A rre a ra g e  in  p re fe rre d  stock  d iv i­
dends to  Ju n e  30, 1925, is  to  be p a id  th e  
stockholders in  comm on stock.
10. The com pany w ill collect, by  a r ­
ran g em en t a lre ad y  m ade, $100,000 fro m  
a  custom er.
11. T he com pany w ill p ay  th e  S outh­
e rn  M ineral C om pany $225,000 in  cash  
in  fu ll se ttlem en t of no tes and  in te re s t 
due th a t  com pany, p e r  com prom ise 
ag reem en t.
12. N o tes payab le  in  fa v o r  o f banks 
a re  to  be p a id  in  fu ll by  cash.
A ll tran sac tio n s  a re  to  be a s  o f Sep­
tem b er 1, 1925, th e  due d a te  o f f irs t 
m o rtg ag e  bonds (old is su e ).
F o r  pu rposes o f a  m ee tin g  to  be held , 
th e  d irec to rs have asked  th a t  you reflect 
th ese  changes in  th e  Ju n e  30, 1925, b a l­
ance sheet, so th a t  th ey  can an tic ip a te  
w h a t th e  s ta te m e n t w ill p robab ly  look 
like a f te r  com pletion o f refinancing  on  
Sep tem ber 1, 1925.
R equ ired : P re p a re  w ork  sh ee t and  
n ecessary  jo u rn a l e n tr ie s  to  p ro p e rly  
record  th e  tran sac tio n s  on th e  books o f 
th e  corporation .
P a r t  2
Oct. 27, 1925, 9.00 A. M. to  1.00 P . M.
(F o r  B oth  P rob lem s)
P roblem  3 
The R ayfield C otton  Y a m  Com pany, 
a f te r  conducting  a  co tton  y a m  sp inn ing  
business fo r  a  nu m b er of y ea rs , p u r ­
chased a  la rg e  w arehouse, in s ta lled  g r is t  
m ill m ach inery  and  conducted a  s to rag e  
and  m illing  business in  add ition  to  th e ir  
re g u la r  business. In  th e  sam e y e a r  th ey  
b u ilt a  pow er p la n t on a  n ea rb y  river, 
u sin g  th e  pow er in  bo th  operations.
Y ou a re  called upon to  au d it th e ir  
books fo r  th e  fiscal y e a r  end ing  Ju n e  
30, 1925. Y ou v e rify  th e  t r ia l  balance 
g iven herew ith .
B efore m ak in g  y o u r re p o r t, you tak e  
up  w ith  th e  p re s id en t a  reso lu tion  w hich 
you have  found  on th e  m in u te  books of 
stockholders’ m ee tin g  held  Ju n e  15, 1925. 
H e explains th a t  be ing  a  com paratively  
close co rpora tion  h e  and  th e  o th e r  stock­
ho lders had  ta lk ed  i t  over and  h ad  come 
to  th e  conclusion th a t  th e  G ris t M ill and  
P ow er P la n t w ould w ork  b e tte r  i f  o r­
gan ized  and  ope ra ted  a s  a  se p a ra te  co r­
pora tion . To th is  end, th e y  h ad  secured 
a  c h a r te r  to  o p e ra te  such a  com pany and  
h ad  passed  th e  reso lu tion  seen  b y  you. 
I t  is  n o t th e ir  in ten tio n  to  ra ise  any  
cap ita l ou tside o r to  a d m it o th e r stock­
ho lders, a lth o u g h  th is  can  be  done by  
sa le  o f add itional stock o r b y  sa le  of 
stock  b y  individuals.
T he reso lu tion  read s  a s  fo llow s: 
“T here  cam e befo re  th e  m ee tin g  A . B. 
R ayfield b ea rin g  th e  w rit te n  p roposal 
o f th e  H oke C ounty  M illing  & S to rage  
C om pany to  p u rch ase  th e  G ris t M ill 
L and , bu ild ings and  m ach inery  and  th e  
pow er p la n t land , bu ild ings, m ach inery  
and  line and  tra n s fo rm e rs  now owned by 
o u r com pany, th e  consideration  being  
$150,000 p a r  va lue  com m on stock o f  th e  
a fo resa id  H oke C oun ty  M illing  & S to r­
ag e  C om pany, th is  be ing  a ll stock  d i­
rec ted  to  be issued  b y  said  com pany.
I t  w as d irected  upon recorded vote of 
stockholders rep re sen tin g  100 p e r  cen t 
o f o u r stock  th a t  sa id  offer be  accepted  
a s  of Ju n e  30, 1925, and  th a t  o u r d irec­
to rs  proceed to  do a ll th in g s  necessary  
to  th e  execu tion  of th is  reso lu tion .
I t  w as fu r th e r  d irec ted  th a t  upon re ­
ceip t—of said  stock  i t  be d is trib u ted  to  
o u r stockholders p ro ra ta  to  th e ir  p re sen t 
hold ings o f th e  stock of o u r com pany.
I t  w as fu r th e r  d irected  th a t  th e  com , 
w h ea t and  p roduc ts  on h an d  Ju n e  30, 
1925, be sold to  th e  new  com pany a t  
inven to ry  p rice  on th i r ty  days tim e .” 
R equ ired : O p era tin g  s ta tem en ts  by  de­
p a rtm en ts  a s  o f Ju n e  30, 1925, befo re  
g iv ing  effect to  th e  above resolution .
B alance shee t o f  th e  R ayfield C otton 
Y a m  C om pany and  o f H oke S to rag e  & 
M illing C om pany as  o f Ju n e  30, 1925, 
a f te r  g iv ing  effect to  th e  provisions o f 
th e  reso lu tion .
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R A Y F IE L D  COTTON Y A R N  COM PANY 
R ayfield, N o rth  C arolina.
T ria l B alance
A s a t  Ju n e  30, 1925
C otton Mill P la n t L and ................................................................................ $15,000
C otton Mill P la n t B uild ings ....................................................................  50,000
Cotton Mill M achinery  ............. ...... ..........................................................  150,000
C otton Mill F u rn itu re  and  F ix t u r e s .......................................................  3,000
C otton Mill E m ployees’ C o ttages ... ........................................................  30,000
G ris t Mill L and ...................................................................... ......................  3,000
G ris t Mill B uild ings .................................. ...................................................  20,000
G ris t Mill M achinery  ............................................ ............................................  40,000
Pow er P la n t L and and R ip a rian  R ig h ts  ..............................................  10,000
P ow er P la n t D am  ........................................................................................  40,000
Pow er P la n t M achinery  .............................................................................  40,000
P ow er L ines and T ra n s fo rm e rs .............. .................................................  10,000
C otton  Y arn  In v en to ry  6-30-24 (200,000 lbs.) ...................................  110,000
C otton Y a m  Sales 1924-1925 (2,800,000 lbs.) ......................... ......... $1,400,000
W aste , B agg ing  and  T ies Sales 1924-1925 .......................................... 10,000
G ris t Mill P roducts Sales 1924-1925 ..................................................... 160,000
Pow er Sales to O u ts id e r s ........................................................ ..................  500
S to rage  F ees Incom e ........................................... ............... ......................  25,000
H edges A ccount (C otton  C on trac ts  bough t and sold) .............. ....  20,000
R aw  C otton In v en to ry  6-30-24 (300,000 lbs .) ................................... 61,800
R aw  C otton P u rch ases 1924-1925 (3,000,000 lbs.) ..........................  750,000
C otton M ill L abor .............. .........................................................................  350,000
C otton Mill S uperin tenden t ............................................... ....................... 6,000
C otton  Mill R ep a irs  and  Supplies .............. ................. ........................  74,000
C otton  M ill In su rance  .................................................................................  12,000
C otton Mill T axes .............. ................. ........ ...............................................  5,000
Corn  and  W heat In ven to ry  6-30-24 ................................................. ...... 7,000
C om  and W heat P u rchases 1924-1925 ................................................  118,000
G ris t Mill and S to rage  L a b o r .................. ................................................  20,000
G ris t Mill M il le r ............................................ ........ .................. .............. ..... 3,000
G ris t Mill R epa irs  and  Supplies ...................... .......................................  12,000
G ris t Mill In su rance  ....................................................................................  6,000
G ris t Mill T axes ... ................................... .............. ....... .............................  2,000
Pow er P la n t S uperin tenden t and H elpers .........................................  5,500
P ow er P la n t and L ine R e p a i r s ............ ....................................................  3,000
Pow er P la n t Insu rance  ............................................................... ................  2,500
Pow er P la n t T axes ...................................................................................... 1,000
R ep a irs  A ccount L ig h tn in g  D am age to  P ow er P la n t and  L ine
on A u g u st 2 0 ,  1924 (N o S to rm  In su rance) ... .............................  4,000
Officers’ S a la ries  ... ....... ............................... .......... .................................... 15,000
G eneral Office E x p e n s e ................................................................ ...  ......... 20,000
In te re s t P a id  ......................................................................................... ..... ...  3,000
Bills P ayab le  ..... .......................... ..................................................................  52,500
A ccounts P ayab le  ......................... ........ ....................................................  10,000
A ccounts R eceivable ..................................... .............. ............ .................. 73,000
C ash  ............................................................................................................... ...  69,800
D epreciation  R ese rv es : A nnual R a te .  
P ow er P la n t D am  ....................................... ( 5 p e r c e n t) .............  6,000
Pow er L ine and  M a c h in e ry ........................(10 p e r  c e n t) .......... 3,000
C otton Mill B u ild in g s ................................... ( 3 p e r c e n t) .............  15,000
C otton M ill M achinery  ...............................( 5 p e r  c e n t) .............  50,000
C otton M ill C o ttages ...................................( 5 p e r c e n t) .............  10,000
C otton M ill F u rn itu re  and  F ix tu re s  ......(10 p e r  c e n t) ............. 2,000
G ris t Mill B uild ings ............ ........................ ( 3 p e r c e n t) .............  1,800
G ris t Mill M achinery  ..... ........................... ( 5 p e r cent)..  6,000
C ap ita l S tock ......................... ................. .............................................. 200,000
S urp lus ..................... .................................................... ........................... 172,800
2,144,600 2,144,600
In v e n to rie s :
R aw  C otton 400,000 lbs. (S p o t M ark e t 6-30-25 —26.5c.)
C otton Y a m s 10,000 a t  60c. (C u rren t M arke t 65c.)
C om , W h ea t and  G ris t M ill P roducts $5,000 (M ark e t P rice  a s  f a r  a s  asce r­
ta in ab le ).
U nexpired  In su rance— C otton Mill $4,000, G ris t Mill $2,000, P ow er P la n t $500. 
P ow er C ost to  be divided 80 p e r  cen t C otton M ill, 20 p e r  c en t G ris t M ill, th is  
be ing  ac tu a l p ropo rtion  used  by  each.
P roblem  4
A  and  B a re  p a r tn e rs  sh a r in g  p ro fits  
an d  losses in  accordance w ith  th e ir  o rig i­
n a l investm en ts. A  invested  $10,000 and 
B $6,000, m ak in g  th e  cap ita l of th e  firm, 
$16,000. T hey  sell a  one-th ird  in te re s t 
in  th e  business to  C fo r  $16,000. H ow  
shall A  and  B divide th e  $16,000 received 
fro m  C so th a t  each m ay  re ta in  a  one- 
th ird  in te re s t in  th e  business w ith o u t in ­
c reas ing  o r  decreasing  th e  o rig inal cap i­
ta l of th e  firm ?
T H E O R Y  O F  A CCO UN TS 
Oct. 27, 1925— 2 P . M. to  6 P . M.
A nsw er a ll questions. Do n o t re p e a t 
questions, b u t d esig n a te  th em  by  num ­
b ers  and  le t te r s :
1. N am e seven ty p es  of tran sac tio n s
th ro u g h  w hich c red its  to  su rp lu s  m ay  
a rise . D escribe each and  s ta te  w h e th e r 
availab le  fo r  dividends.
2. Define th e  fo llow ing:
(a )  W orking  C ap ita l.
(b ) V oucher System .
(c) B u d g e ta ry  C ontrol.
(d ) C o-insurance.
(e) T urnover.
( f )  In te rn a l Check.
(g )  U nabsorbed  Shop O verhead.
(h ) D eficiency A ccount.
( i)  F ac to ry  L edger.
3. W h a t is  m ean t by
(a )  D eferred  C harges to  P ro fit and  
Loss.
(b ) D eferred  C red its to  P ro fit and  
Loss.
D istingu ish  betw een th e  fo reg o in g  and  
A ccrued A sse ts and  A ccrued L iab ilities . 
Give severa l exam ples o f each.
4. A  concern m akes a  50 p e r  cen t se t­
tlem en t w ith  i ts  c red ito rs and  continues 
in  business. H ow  w ould you a d ju s t th e  
accounts on th e  books o f:
(a )  A  C orporation .
(b ) A  P a rtn e rsh ip .
(c) I f  th e  books w ere k e p t on th e  
sing le  e n try  basis.
5. (a )  E xp la in  th e  th eo ry  of deprecia­
tion  and  i ts  effect upon th e  o p e ra tin g  
re su lts  o f a  business.
(b ) D escribe its  tre a tm e n t on th e  
books o f accoun t and  in  th e  balance 
sheet.
(c) In  th e  ev en t th e  depreciation  
claim ed in  an  incom e ta x  re tu rn  is  d is­
allow ed and  ad ju s ted  b y  th e  au th o ritie s , 
w ould you a d ju s t th e  books o f th e  ta x ­
p a y e r  to  conform  th e re to ?  I f  y o u r a n ­
sw er is  “yes,” g ive an  exam ple.
6. A  C om pany issues $1,000,000 bonds 
(denom ination  $1,000 each) da ted  J a n u ­
a ry  1st, 1923, b ea rin g  in te re s t a t  5 p e r 
cen t and  m a tu r in g  J a n u a ry  1st, 1933. 
T hese bonds w ere sold a t  80 p e r  cen t of 
th e i r  p a r  va lu e ; th e  d iscount ta k in g  care  
o f a ll expenses inc iden t th e re to . T he 
m o rtg ag e  prov ides fo r  a  sink ing  fu n d  to  
be c rea ted  b y  annua l p aym en ts  o f $50,-
000, and  a t  D ecem ber 31st, 1924, th e  in ­
te r e s t  accru ing  to  th e  sink ing  fund  
am oun ted  to  $5,000. O n Ja n u a ry  1st, 
1925, th e  tru s te e  pu rchased  115 bonds 
o u t o f th e  fu n d s  in  h is  possession  a t  
$900 each, w hich w ere cancelled. S ta te  
w h a t en tr ie s  should be m ade in  resp ec t 
to  th ese  tran sac tio n s ; also g ive y ou r 
view s a s  to  the  p ro p e r tre a tm e n t of d is­
count on bonds, bo th  as to  w hen th ey  
a re  pu rchased  and  cancelled, a s  in  the  
fo rego ing , and  w hen th ey  a re  n o t re ­
deem ed u n til m a tu rity .
7. W h a t e lem en ts should be considered 
in  com puting  an n u a l con tribu tion  to  re ­
serve fo r  doubtfu l accounts an d  no tes 
receivable ?
8. In  cases w here  p roducing  a sse ts  
req u ire  an  in creasin g  am oun t o f re p a irs
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from year to year suggest a plan where­
by the burden of the cost of upkeep can 
be spread equitably over the years.
9. In the preparation of an operating 
statement of a certain company the ex­
pense accounts are stated as follows:
Raw Material.
Factory Labor.
Factory Repairs.
Plant Taxes.
Plant Insurance.
Plant Depreciation.
Plant Superintendence.
Factory Office, Timekeepers and 
Watchmen.
Sales Manager.
Salesmen.
Advertising and other Selling Expenses.
Officials..
General Office Expense.
Interest on Borrowed Money.
Federal Income Tax.
State which of the above you would 
consider “Overhead” Expense.
10. Give three examples of the use of 
the following:
(a) Obsolescence.
(b) Depletion.
AUDITING 
Oct. 28, 1925—9 A M. to 1 P. M.
Answer all questions. Do not repeat 
questions, but designate them by num­
bers and letters:
1. (a) Describe three or more methods 
whereby fraud or manipulation is ac­
complished through the cash book.
(b) There are conditions in a great 
many office organizations that lead to 
fraud and defalcation. What in your 
opinion, is the most important, and how 
would you remedy such condition?
2. Outline a program for a balance 
sheet audit with necessary tests of oper­
ations for any two of the following:
(a) Coal Mining Company.
(b) Hotel Company operating under 
lease.
(c) Building and Loan Association.
(d) Charitable Institution.
(e) Installment Furniture Dealer.
3. In a balance sheet audit how would 
you treat the following:
(a) Long-time bonds bought at a pre­
mium, the market value of which has ad­
vanced.
(b) Dividend paying stocks bought at 
a premium, the market value of which 
has declined.
(c) Long-time bonds bought at a dis­
count, the market value of which has 
advanced.
Would your answer be the same if  the 
securities mentioned above were those 
issued by the company under audit. 
Explain. 
4. In closing the books of a corpora­
tion, how would you value goods con­
signed at selling prices to consumers un­
der an agreement by which consignees 
pay for goods as used? How would you 
handle them on the books of the con­
signee ?
5. In a corporation, having a large 
number of stockholders through the 
country, there are two opposing factions, 
each trying to obtain control of the di­
rectorate. At the annual meeting of 
the stockholders you are called in to 
certify to the correctness of the proxies 
submitted. State what information, pa­
pers and records you would require. Also 
draft a form of certificate you would fur­
nish. Explain your methods of pro­
cedure.
6. In the statement of a national bank 
the following, among other, items are 
found: Due to banks; due from banks; 
loans and discounts; circulation; over­
drafts; exchanges for clearing house.
What verification would you make of 
these accounts, and how would you satis­
fy  yourself as to the genuineness of the 
signatures to the notes in the loans and 
discounts.
Assuming that the first two items men­
tioned above represent very active ac­
counts, illustrate your answer.
7. The Commissioner of Public Works 
of a small Virginia city in submitting his 
report for the first year of operation 
states, among other things, as follows: 
“Gas is being furnished the citizens of 
this city at a lower rate than any other 
city or town in this state, and it is my 
opinion that very few  cities, if  any, in 
the United States outside of the natural 
gas districts and of the size of this city 
are furnished gas at a lower price or of 
a better quality.”
The financial report of the gas plant 
follows:
CONDENSED BALANCE SHEET AS OF JULY 1ST, 1925
Assets
Plant and Property .......................................................................-.......  $75,000
Real Estate .................................. ........... ...................................................  5,000
Trunk Lines, Mains, Meters, etc.......................... ................................. 72,500
Other Equipment ....... ................................... ..... .....................................  1,250
Cash .............................................................................................................. 1,500
Due from Consumers and O thers........................................................  5,000
Supplies, etc............... ............................................... ..................................  1,000
Total Assets .... ...................................................................... -... ................ $161,250
Liabilities
Bonded Debt (City Gas Works 5’s—7-1-44) ...................................  150,000
Accounts Payable and Deposits ........................................................... 3,250
Premium on Bonds .................................................................................. 4,250
Profits for the Year ........................... ............................................... .. 3,750
Total Liabilities ........................................................................................... 161,250
STATEMENT OF PROFIT AND LOSS FOR THE YEAR ENDED JUNE 30, 1925
Revenue
Gas furnished Consumers .....................................................................  $10,000
Gas furnished for Municipal purposes ................ .............................  1,750
Miscellaneous ............................................................................................  200
11,950
Expense
Labor at Plant and Office ............................ ......................................... 1,650
Materials Purchased ................................................................................ 5,150
Maintenance of Apparatus, Buildings, etc........................................  500
Maintenance of Mains, Meters, etc....... ................................................ 400
Advertising .................................................................................................  150
Reading Meters ........................................... ........... ............ ..................... 250
Miscellaneous ............................................................................................. 100
------------ -8,200
Net Profit for the Year .............................................................................. 3,750
The foregoing statements were handed 
you by the city council with the request 
that you make proper analysis of same 
and report to them. Embody in a short 
report such criticisms as you deem per­
tinent.
8. In making an audit of the books of 
a corporation whose transactions are so 
numerous as to preclude the practica­
bility of examining all the entries in de­
tail or checking all postings, what course 
would you pursue in your examination to 
insure the correctness of the balance 
sheet ?
9. Of what advantage or value is the 
trial balance in auditing the accounts 
of a given business ?
10. You are called upon to examine 
the accounts of a state bank where fraud 
is suspected. You find that no entries 
have been made on the daily cash book 
or any other books of account for a 
period of four months prior to your ar­
rival. What course would you pursue 
in order to insure a correct statement of 
the bank’s condition and to detect the 
fraud ?
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The Auditor’s Function
FOREWORD
This preview of auditing practice 
is intended to acquaint the account­
ancy student w ith the nature, ob­
ject and relative importance of the 
operations defining the auditor’s 
function.
Strictly speaking, the auditor 
functions as an examiner of ac­
counting records, for the purpose 
of determining and reporting finan­
cial facts.
The operations involved in the 
examination of accounting records 
are discretionary as to certain de­
tails, and thus assume a relative 
importance. For instance, check­
ing operations as to additions, ex­
tensions, postings and other details 
are limited by modern practice, to 
tests. Excepting special cases the 
auditor’s fee for professional serv­
ices could not be justified, if his 
time were devoted principally to 
the checking of such details. On 
the. other hand, the importance of 
judicious test-checking should not 
be minimized.
While reference is made in the 
following pages to double-entry 
bookkeeping accounts, it should be 
borne in mind th a t accounting rec­
ords in any form, may be audited, 
even though no adequate system 
of bookkeeping has been main­
tained during the period under re­
view.
The Auditor’s Aim—Financial 
Facts
Financial facts are past or pres­
ent conditions of a monetary or pe­
cuniary nature, arising principally 
from contractural relations, rights 
created and obligations imposed by 
law, and fluctuating economic con­
ditions. They may be classified in 
two general groups, th a t i s :
The Auditor’s Function
1. Facts as to assets, liabilities 
and capital, and
2. Facts as to profit and loss.
In the recording, summarizing
By N A T H A N IE L  SILV ER M A N , C. P . A.
N ew  Y ork  C ity
and reporting of financial facts, it 
is of the utm ost importance th a t 
uniform and specific term s and ac­
count titles, be employed. Uni­
form ity not only lends clarity to 
the record and report of the facts, 
but good practice requires it for 
the purpose of (1) enabling and 
facilitating the periodic compari­
son of financial facts as to a con­
tinuous series of operations of a 
particular enterprise, and (2) the 
comparison of financial facts as to 
similar but independent enter­
prises, for corresponding periods.
While in the m ajority of cases, 
faulty term s and titles employed 
in the stating of financial facts, are 
the result of ignorance or careless­
ness, in some cases they are used 
by design for the purpose o f evad­
ing or misleading. The la tter cases 
give notice to the auditor th a t he 
m ust be ever on his guard when his 
examination discloses th a t practice. 
In any event, the auditor knows 
th a t he can not accept account 
titles, as conclusive, any more than 
he can accept the facts recorded 
in the accounts without verifica­
tion.
The determination of financial 
facts by the auditor involves a pro­
cess of discovery and verification.
In the beginning of his examina­
tion the auditor should not accept 
the book records as more than a 
guide. The financial facts which 
the auditor seeks to determine have 
an absolutely independent exist­
ence and are neither created nor 
changed by the accounting records. 
In th a t respect, they are like any 
other facts. For instance, the pros­
pecting engineer seeks to discover 
facts as to coal, ore and oil in the 
ground. Failure to discover them 
does not change the fact of their 
existence. As to stating facts, con­
sider the mapmaker. He reports 
facts as to  mountains, lakes and 
rivers among other things in map
form. Failure to report or report 
correctly, does not move mountains 
or change the course of rivers.
The determination of the legal 
effect and significance of the finan­
cial facts disclosed by the auditor’s 
examination is the work of the law­
yer, and neither devolves upon the 
auditor, nor should it be under­
taken by him. The auditor’s duty 
is to discover, verify and report the 
facts in such form th a t the law ap­
plicable to a particular statem ent 
of facts may be determined by the 
lawyer.
The Scope of the Examination
The scope of the auditor’s ex­
amination depends upon the nature 
and legal status of the enterprise, 
the period under review, and the 
particular purpose of the engage­
ment, th a t is, a general audit, bal­
ance sheet audit or special investi­
gation. This m atter should be de­
termined a t the time of undertak­
ing the engagement, and preserved 
as a m atter of record substantially 
as follows:
1. Client:
(a) Name.
(b) Address.
2. Subject of examination:
(a) Name.
(b) Address.
3. Place of examination.
4. N ature and purpose of exami-
tion.
5. Period of examination.
6. Special instructions by client.
7. Date to commence examina­
tion.
8. Date report required.
9. Number copies report.
10. Report to.
11. Estim ated time required to
complete.
12. Fees and disbursements.
13. Bill to.
14. Contract reference:
(a) W ritten.
(b) Verbal.
15. Contract closed by.
16. Previous engagements.
17. Remarks.
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18. Signed by.
19. Approved by.
20. Date.
The auditor should have a clear 
conception of the nature of the en­
terprise under examination, its 
operating methods and systems of 
accounting. External conditions of 
which no record appears in the 
books should not be overlooked. An 
inspection of plant, study of opera­
tions and analyses of transactions 
will indicate oftentimes avenues of 
investigation not suggested by the 
records.
The legal status of the enterprise 
under review has a bearing on the 
form of recording and reporting 
financial facts. The auditor should 
determine w hether the legal status 
of the enterprise is th a t of an indi­
vidual, partnership, corporation, 
association, joint-venture, or per­
haps a fiduciary.
Although the m ajority of oper­
ating organizations are carried on 
for profit, many organized activ­
ities such as charitable institu­
tions, social and political clubs, edu­
cational institutions, trade associa­
tions and governmental bodies, are 
not intended to engage in transac­
tions for profit, but ra ther for the 
accomplishment of some other 
worthy, useful or necessary pur­
pose. W hether or not the purpose 
of the organization is for profit, its 
operations give rise to financial 
transactions which are subject to 
the auditor’s examination and re­
port.
The Plan and Specifications of the 
Examination
The auditor’s examination is 
composed of numerous subsidiary 
and underlying investigations, each 
with a particular objective and 
independent in a way, but when as­
sembled, comprising the complete 
examination and taking form as 
such. The auditor should not un­
dertake any underlying investiga­
tion, as a part of his general exami­
nation, before determining the par­
ticular objective thereof. In the 
absence of an objective, the time 
consumed in such investigation
might not be justified. The pre­
determined objective might be the 
verification of cash in bank, cash 
on hand, securities owned, mer­
chandise inventories, income from 
real estate or other investments, 
labor costs, accounts and loans pay­
able or capital stock outstanding, 
among others—all of which are 
financial facts.
Before proceeding with the ex­
amination, the auditor should for­
mulate a schedule of operations, a t 
least in outline form, to be stated 
more specifically before each oper­
ation is commenced.
The plan and specifications will 
depend, of course, upon the nature 
and purpose of the particular ex­
amination which might be made in 
behalf of a sole proprietor, one or 
more partners, directors, stock­
holders, creditors, governmental 
bodies or others.
Some of the purposes of special 
investigations m ight be enumer­
ated as follows:
1. Bankruptcy causes and con­
dition.
2. Credit extension.
3. Defalcations.
4. Dissolution.
5. Insurance risks and claims.
6. Liquidation.
7. Litigation.
8. Purchase or sale of business.
9. Reorganization.
10. Special statutory or contract
requirements.
11. Tax liability.
12. Underwriting securities.
The operations usually per­
formed by the auditor, m ight be 
summarized as follows:
1. Formulating plan and specifi­
cations of examination.
2. Outlining, supervising and re­
viewing working papers.
3. Compiling tentative financial
statements.
4. Noting changes in condition
and results of operation.
5. Analyzing and abstracting ac­
counts.
6. Preparing extracts of docu­
ments and other records.
7. Preparing for and attending
conferences.
8. Verifications by examination
of original vouchers, docu­
ments and book entries.
9. Verifications by test-checking.
10. Verifications by inspection.
and count.
11. Verifications by w ritten con­
firmations.
12. Preparing adjusting journal
entries.
13. Preparing report.
In planning the examination th e  
auditor will find it  advantageous* 
generally, to prepare a list of all 
books and accounting records in  
use, during the period under re­
view, and the names of the persons 
in charge thereof.
Working Papers
The working papers comprise th e  
auditor’s record of the exercise of 
his function and should support 
his findings, in detail. They should 
be planned and developed with th e  
same care and attention as a com­
prehensive system of accounting 
and should not be burdened with 
unnecessary details.
This record should serve for fu­
ture reference, w ith reasonable 
limits, in case the auditor should 
be called upon to submit details in  
support of any summarized facts 
reported by him.
The sheets should be uniform in  
size, punched for binding, indexed, 
and filed for ready reference. Each 
sheet should be entitled as to  th e  
name of the project under exami­
nation, the subject m atter record­
ed thereon, the date as to asset, 
liability and capital facts, and th e  
period under review as to profit and 
loss facts.
I t is hardly necessary to mention 
th a t the auditor’s working papers 
are confidential records a t all times, 
and should be filed under lock and 
key, when not in use, available fo r 
reference by the client on request, 
and to others, only on the client’s  
w ritten order a t the option of th e  
auditor.
Tentative Financial Statements
The auditor should prepare inde­
pendently, either himself or by his
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assistant, the general ledger trial 
balances as of the beginning and 
close of the period under review. 
If any difficulty is experienced in 
accomplishing this, he should re­
quest copies of the general ledger 
trial balances as of the same dates, 
prepared by the client’s staff, for 
the purpose of comparison and 
checking of differences.
In the event th a t the general 
ledger accounts are out of balance, 
the question arises as to whether 
the auditor should undertake to lo­
cate the differences. This question 
should be answered practically. 
The fact th a t the general ledger 
accounts are out of balance, might 
be of special significance and 
should be reported to the client at 
the time. The number and nature 
of differences might indicate care­
lessly kept and unreliable records. 
If the auditor does not undertake 
to locate the differences, the client’s 
staff may be directed to do so un­
der the supervision of the auditor, 
to whom the details of all located 
errors, should be reported prompt­
ly, with full explanations. The au­
ditor should examine the nature 
and ascertain the cause of the dif­
ferences.
Having established the general 
ledger trial balances, the auditor 
should prepare therefrom a balance 
sheet and statem ent of income, 
profit and loss, in comparative 
form, comparing a t least with the 
immediately preceding period and 
showing increases and decreases. 
These financial statem ents are ten­
tative, of course, and subject to 
such changes as the auditor’s com­
pleted examination m ight necessi­
tate.
The time required to prepare 
these statem ents is fully justified 
by the advantages to be derived 
from them in the beginning of the 
examination. For instance, they 
will enable the auditor to visualize, 
a t least tentatively, the financial 
status of the project, as of the be­
ginning and end of the period un­
der review, furnish him with a 
comparative summary of opera­
tions and disclose apparently ab­
normal fluctuations, which can be 
made the particular objective of in­
telligent investigation.
Thus in examining vouchers, 
documents and book entries, and 
in analyzing accounts, the discov­
ered details take on a relative im­
portance, enabling the auditor to 
realize their particular significance 
as he proceeds, and give due 
thought to them a t th a t time ra th ­
er than defer their treatm ent until 
such time as he is prepared to 
make a final summary of the re­
sults of his examination. Another 
advantage in preparing the finan­
cial statem ents in tentative form 
in the beginning is th a t they enable 
the auditor to understand and dis­
cuss with the client m atters which 
might be brought up by either 
party, before the examination has 
progressed very far. I t is the com­
mon ground upon which the audi­
tor meets his client, lays the foun­
dation for the examination and 
proceeds to build his report.
Compare this method of proced­
ure with the old form of examining 
vouchers, verifying additions and 
postings, almost indiscriminately, 
from the very beginning of the ex­
amination, and then leading up to 
the financial statem ents towards 
the close.
Analyses and Abstracts of 
Accounts
One of the most useful and valu­
able operations performed by the 
auditor in the course of his exami­
nation is th a t of analyzing general 
ledger accounts. By this operation 
he records in his working papers, 
using a separate sheet for each ac­
count analyzed, the charges and 
credits appearing in the particular 
account, a t the same time refer­
ring to the books of original entry, 
and noting the date, folio and 
amount of each item, the account 
charged or credited, and full ex­
planatory remarks. Before the 
analysis is complete, the auditor 
should request, examine and make 
necessary extracts from original 
documents relating to the account, 
the existence of which is indicated
by the  analysis disclosures. The 
original documents referred to 
comprise generally partnership 
agreements, leases, contracts of 
purchase and sale, invoices, insur­
ance policies, minutes of directors’ 
and stockholders’ meetings, certifi­
cates of incorporation, corporation 
by-laws, deeds of trust, royalty 
agreements, mortgages, assign­
ments, and correspondence, among 
others, depending upon the particu­
lar project and the surrounding cir­
cumstances.
The analysis which is consider­
ably more than a copy of the gen­
eral ledger account, not only leads 
to the discovery of financial facts, 
by working back from the sum­
m ary record to original sources, 
but a t the same time accomplishes 
a test of the general ledger account 
additions and postings.
Erroneous charges and credits or 
omissions disclosed by the analysis 
of a particular account, should be 
corrected by adjusting journal en­
tries recorded in the first instance, 
in the auditor’s working papers 
which should provide specially 
ruled sheets for th a t purpose.
Note the difference in examin­
ing purchase invoices on com­
parison with the purchase jour­
nal; and in examining the same 
purchase invoices, in analysis 
of the general ledger account, 
to which the charge is car­
ried ultimately. In the la tter case, 
a direct relation is established be­
tween the original source and the 
ultimate record. Furtherm ore, 
there might be inaccuracies in 
summarizing and posting from the 
books of original entry, either by 
mistake or design. Direct refer­
ence from the general ledger ac­
count to original sources, leads to 
the  discovery of errors in the books 
of original entry and ledger ac­
count.
In analyzing accounts, as in mak­
ing tests, the auditor m ust use his 
discretion. Assets, liability and 
capital fact accounts should be ex­
amined more by the analysis meth­
od, ju s t as profit and loss fact ac­
counts may be examined usually,
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and for all practical purposes satis­
factorily by the te st method. This 
does not mean th a t profit and loss 
accounts should never be analyzed. 
On the contrary, analysis of the 
legal expense account might dis­
close contingent liabilities for law 
suits pending and liability for legal 
services, rendered but not recorded 
in the accounts. Analysis of the 
interest paid account might show 
interest paid on a loan which is 
not recorded as a liability, or an 
unrecorded liability for interest ac­
crued. Analysis of officers’ salaries 
account might reveal salaries cred­
ited in excess of the amounts au­
thorized by directors’ resolutions, 
or, on the other hand, m ight indi­
cate an unrecorded liability for of­
ficers’ salaries unpaid. Analysis of 
the interest earned account might 
lead to the discovery of interest 
collected but not recorded, or inter­
est earned but not collected.
Another operation sometimes 
performed by the auditor, is th a t 
of abstracting the general ledger 
account. Abstracting differs from 
analyzing, in th a t the form er does 
not lead back to original sources, 
excepting when sufficient details do 
not appear in the general ledger ac­
count, and it  does not involve the 
examination of original records. I t 
is in fact, a compilation in classi­
fied form, of the charges and cred­
its in the general ledger account, 
designed to show the total amount 
of each particular class and kind 
of item of the same general char­
acter, summarized in the account, 
during the period under review. 
The practice of abstracting should 
not lead the auditor into making 
copies of general ledger accounts, 
indiscriminately. Again the audi­
to r should exercise his discretion.
Verifications
Under modern procedure the au­
ditor’s examination comprises a 
form of test applied to the record 
of original entries and accounts of 
profit and loss facts; and the indi­
vidual verification of the record 
of other facts.
The test is a means of verifica­
tion whereby a whole record of
financial facts is proved by the 
verification of part of it, without 
reviewing all of the minute details 
composing it.
I t is well settled th a t the exami­
nation of every voucher, verifica­
tion of all additions, checking of 
every posting and analysis of every 
general ledger account, is not good 
practice, results in the waste of 
valuable time which could be used 
to much better advantage by the 
auditor, and is not necessary gen­
erally, for the purpose of determin­
ing the financial facts. Of course, 
if the results of the tests are un­
satisfactory and disclose an irregu­
lar condition as to the records, the 
auditor can not rely on the tested 
records, and is compelled to resort 
to individual verifications, as to all 
records. Should the auditor find 
th a t because of the condition of the 
records, tests are inadequate, the 
m atter should be reported to the 
client before proceeding to verify 
all records in detail.
An im portant question which 
confronts the auditor is—How far 
shall he go in testing the accuracy 
of the book records? To answer 
this question intelligently, he 
should determine first, the system 
of internal check prevailing in his 
client’s organization, during the 
entire period under review. An 
effective system of internal check 
will enable the auditor to accept the 
summarized financial facts appear­
ing in the tested records, with less 
extensive tests of their accuracy 
than would be required otherwise.
Tests a t best are made in the 
discretion of the auditor on an ex­
perience basis. The test method 
of auditing might be compared 
with tests made by engineers, in 
their prospecting work. They do 
not require the excavation of thou­
sands of acres of land to discover 
coal, ore and oil in the ground. On 
the contrary, they proceed to  drill 
systematically a t planned points 
determined by their technical 
knowledge and experience, and 
thus ascertain the facts by test.
Thus it follows th a t whereas in 
the beginning of his examination 
the auditor should not accept the
book records as more than a guide, 
the same records afte r having been 
subjected to accuracy tests, with 
satisfactory results, begin to take 
form as verified records of the 
facts recorded therein.
The tested records still m ight be 
deficient in th a t some financial 
facts have been omitted therefrom. 
As to this possibility, the auditor 
should follow up every avenue of 
investigation suggested by his find­
ings throughout his entire exami­
nation.
The auditor may apply tests, 
much more extensively to records 
of original entries and profit and 
loss fact accounts, than to asset, 
liability and capital fact accounts. 
The la tte r embrace the record of 
many forms of existing rights and 
obligations, such as the ownership 
of real and personal property, ob­
ligations for the payment of prop­
erty  purchased, money borrowed, 
interest accrued, bonds outstand­
ing, capital stock outstanding, and 
every other element constituting 
assets, liabilities and capital which, 
because of their nature, should be 
made the subject of individual 
treatm ent, as to verification.
The verification of assets, by 
inspection and count, is one of the 
most im portant operations per­
formed by the auditor. This opera­
tion affects cash on hand, various 
forms of securities owned, includ­
ing stocks, bonds, mortgage loans 
receivable, and all other kinds of 
property which have a physical ex­
istence or  of which w ritten evi­
dence of ownership is available.
Requests by the auditor should 
be made as early as possible in his 
examination, for the production of 
property or the original w ritten 
evidence of ownership, for inspec­
tion and count. Delays in submit­
ting the property or evidence 
thereof, should not be tolerated. 
When production is delayed or re­
fused, the auditor should make 
note of it in his working papers and 
report the fact.
The working papers should show 
full descriptive details of the prop­
erty  examined; and when the ex­
amination and count of the prop­
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erty have been completed, the au­
ditor should return immediately 
the cash, securities and other prop­
erty or evidence of ownership to 
the person entitled to receive it, 
and obtain a receipt therefor, as 
part of his working papers. If it 
should be impossible to complete 
an inspection and count of prop­
erty within a single working 
period, the property should be care­
fully marked and sealed by the au­
ditor in order to prevent substitu­
tions and more than one count of 
the same property. The working 
paper record of the inspection and 
count should be designed to lend 
itself readily to comparison and 
check of the general ledger account 
if analyzed.
Property, the existence of which 
is disclosed by the analysis of the 
general ledger account, not pro­
duced for examination, having 
been disposed of during the interim 
or for any other reason not avail­
able, should be carefully noted in 
the working papers and accounted 
for.
The auditor has much to gain 
from conferences with his client, 
as to matters relating to the ex­
amination, requiring more expla­
nation than the available records 
furnished. Thorough preparation 
should be made for such confer­
ences. They facilitate the exami­
nation by eliminating unnecessary 
operations, lead to the disclosure 
of material facts not recorded, ex­
plain facts not recorded clearly or 
correctly, and tend to promote a 
better understanding between the 
client and auditor generally.
Information relating to his ex­
amination may be sought by the 
auditor, from every available 
source, depending upon the circum­
stances. He may confer for that 
purpose with officers, directors, de­
partment heads, employees in 
charge of particular records, and 
other parties to transactions un­
dertaken by the client, that is, cus­
tomers, banks and other creditors 
and debtors, for the purpose of con­
firming accounts, trustees under 
deeds of trust, registrars and 
transfer agents, as to bonds and
capital stock outstanding. He may 
request certificates and affidavits, 
executed by persons in authority, 
to supplement the findings of his 
examination, as in the case of mer­
chandise inventories, contingent 
liabilities, total known liabilities re­
corded and unrecorded, and others. 
He may refer also to public records 
of conveyances, mortgages, assign­
ments, leases and judgments, when 
conditions warrant and circum­
stances require i t ; and may request 
attorney’s certificates to cover. 
How far the auditor should go in 
this direction, depends principally 
upon the nature and particular pur­
pose of his examination. He should 
be careful not to overstep himself, 
in confidential communications 
with persons other than his client. 
Good practice requires that com­
munications with other persons 
be authorized by the client, not 
only because of the confidential na­
ture of the auditor’s examination 
but also because of the time con­
sumed and the expense involved. In 
cases wherein communications with 
other persons is deemed necessary 
by the auditor for the purpose of 
discovering and/or verifying the 
facts, and the auditor’s request is 
refused, his report should be quali­
fied clearly in that respect as in the 
case of records and property called 
for and not produced or available 
for examination.
Before closing his examination 
the auditor should review carefully 
all journal entries recorded during 
the period under review. Usual ad­
justing journal entries should be 
noted in the working papers and 
the details thereof, thoroughly in­
vestigated. He should examine 
books of original entry and sup­
porting records, covering a short 
period prior and subsequent to the 
period under review, particularly 
the records relating to purchases 
and sales. This is for the purpose 
of discovering facts recorded but 
not in the proper period.
The auditor should note particu­
larly the authority for credits re­
corded in customers’ accounts, 
other than cash; and he should ex­
amine merchandise sales returned,
recorded shortly after the close of 
the period under review, to deter­
mine whether fictitious sales had 
been recorded, for the purpose of 
showing a better financial status. 
Merchandise shipped to branches 
and on consignment and sales of 
non-trading property such as plant 
and equipment and securities 
owned, and samples of merchandise 
issued to salesmen, included in the 
account of merchandise sales, 
should be eliminated therefrom by 
adjustment. The auditor might 
find also merchandise shipped in a 
subsequent period, recorded in the 
period under review. The enumer­
ated possibilities as to defective 
records, point out briefly, some of 
the avenues of investigation which 
the auditor should cover, depend­
ing of course upon the nature and 
purpose of his examination.
Should it become necessary in 
special investigations or in cases 
wherein records have not been kept 
or have been concealed, destroyed 
or falsified, to examine the ac­
counting records of others than the 
project under examination, for the 
purpose of determining the facts, 
the same principles of auditing as 
herein briefly outlined, would be 
applicable. The important point is 
to get the facts accurately, com­
pletely and quickly, and report 
them clearly and concisely.
The Auditor’s Report
The auditor’s report serves the 
purpose of presenting to the client, 
a summary of the facts determined 
by the auditor, arranged to meet 
the particular requirements of the 
engagement. It consists generally 
of a letter of transmittal stating 
the authority for and the particular 
purpose and scope of the examina­
tion, followed by comments and 
qualifications, if any, and summary 
statements of asset, liability and 
capital facts and profit and. loss 
facts, each supported by separate 
schedules of details, when and as 
required.
Each sheet of the summary and 
supporting statements should be 
entitled as to the name of the en­
terprise under examination, the
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particular subject m atter present­
ed, the date as to asset, liability 
and capital facts, and the period 
under review as to profit and loss 
facts.
The language of the report 
should be clear and concise, and 
readily understandable by the ordi­
nary business executive.
The report should not be burd­
ened with incidental details such 
as trial balances and bank account 
reconciliations which belong in the 
working papers. I t should not be 
a  copy of the auditor’s working pa­
pers or the client’s books.
If the auditor, f or  any reason, 
should find it  necessary to present 
in his report any unverified state­
ments, they should be so marked to 
prevent misunderstanding or pos­
sible use of the report for deceptive 
purposes. Conclusions and opinions 
should be avoided and never repre­
sented as facts.
The auditor m ight be engaged a t 
times, for the purpose of compiling 
and presenting figures on a cursory 
examination, without verification. 
In those cases his report should 
state unmistakably th a t the fig­
ures submitted, have been prepared 
or compiled without audit or other­
wise be similarly qualified.
The appearance of the auditor’s 
report should be considered by him. 
I t  should reflect properly the audi­
tor's personality and be impressive 
but not so ornamental as to detract 
from its contents. I t should be 
neat, typed or printed on good 
quality paper of standard size, 
firmly bound, and bear on its cover 
an adequately descriptive title.
As in the case of working papers 
the report should be held in strict 
confidence. Copies should be sub­
mitted only to persons authorized 
or entitled to receive i t ; and the au­
ditor should never fail to keep, a t 
least the office copy in his files for 
fu ture reference.
Forest E. Ferguson & Co., an­
nounce the opening of an office a t 
206 New Chamber of Commerce 
Building, 351 South W arren Street, 
Syracuse, New York.
JUDICIAL DECISION RE FALSE 
ENTRY
By W. D. LOVE, C. A.
In  a  crim inal case recen tly  decided in  
th e  M anitoba C ourts , viz., R ex vs. M aber, 
a  ju d g m en t w as rendered  by  F u lle rto n , 
J .  A ., w hich in  c e rta in  o f i ts  aspects is 
h ig h ly  in te re s tin g  to  th e  A ccounting 
P ro fession . T he accused in  th e  case, 
am o n g s t o th e r th in g s , w as charged  w ith  
m ak in g  o r concurring  in  fa lse  e n tr ie s  
w ith  in te n t to  defraud .
W ithou t c iting  th e  detailed  figu res th e  
fa c ts  in  connection w ith  th e  alleged  fa lse  
en tr ie s  w ere briefly  a s  fo llow s: T he ac­
cused and  one M cCabe w ere G eneral 
A gen ts  fo r  th e  N o rth w este rn  L ife  A s­
su rance  C om pany, a  com pany organ ized  
by  a  special A ct in  M anitoba, an d  a t  th e  
sam e tim e w ere engaged  in  th e  active 
m anagem en t o f th e  com pany as  Secre­
ta r y  and  M anag ing  D irec to r, respectively , 
se rv ing  w ith o u t sa la ry . T h e ir  rem u n er­
a tio n  w as paid  on a  com m ission b asis  on 
a ll th e  business w rit te n  by  th e  com pany 
and  th ey  a s  gen era l a g en ts  w ere  respon ­
sible fo r  th e  rem u n era tio n  o f a ll th e  
field m en engaged  in  th e  production  of 
business. T he g en era l ag e n ts  b y  th e ir  
co n trac t w ere only to  receive th e ir  com­
m ission on business accepted  b y  th e  com­
p an y  as  and  w hen th e  respective  p rem i­
um s w ere paid . G radually  as business 
increased  th e  g en era l ag e n ts  fo und  i t  
difficult to  finance th e i r  field m en and  
com m enced to  advance them selves 
m onies on account o f com m issions to  be 
earned . T hey  did n o t ta k e  th e  p recau ­
tion  to  have th is  financing fo rm ally  a p ­
proved by  th e  d irec to rs fo r  th e  com pany, 
b u t th e  advances to  ag en ts  app ea red  in  
th e  A nnual B alance S heet and  ap p a ren tly  
caused no special com m ent. H ow ever, 
th ese  advances com m enced to  assum e 
la rg e  p ropo rtions and  a t  th e  end o f th e  
y e a r  1922 th e  g en era l ag e n ts  gave th e ir  
own cheque to  th e  com pany fo r  th e  sum  
of $16,750.00, th e reb y  reducing  th e ir  in ­
debtedness to  th e  com pany by  th e  said  
am o u n t fo r  B alance S heet pu rposes. The 
gen era l ag en ts , how ever, d id  n o t have 
fun d s in  th e ir  own b an k  to  m ee t th is  
cheque w hen th ey  issued  it , b u t b y  th e  
tim e  i t  w as re tu rn ed  th ro u g h  th e  C lear­
in g  H ouse ea rly  in  th e  fo llow ing  y e a r  
f re sh  advances h ad  been ta k e n  fro m  th e  
L ife  C om pany o u t of w hich th e  cheque 
w hen p resen ted  w as paid . A  sim ila r ex ­
ped ien t w as adopted  a t  th e  end  o f th e  
y e a r  1923 in  o rd e r to  reduce th e  indeb ted ­
ness o f th e  g en era l ag e n ts  a s  show n on 
th e  A nnual B alance Sheet.
I t  w as a rg u ed  by  th e  defence th a t  th e  
tran sac tio n s  w ere en tire ly  co rrec t fro m  a  
bookkeeping s tandpo in t, th a t  th e  cheques 
w ere  ac tua lly  issued  by  th e  g enera l 
ag en ts , w ere en te red  in  th e  L ife  Com­
p an y  books in  th e  u sua l m an n e r and  w ere 
paid  on p resen ta tio n  and  th e re fo re  could
n o t be considered fa lse  en tr ie s  in  an y  
sense. T he C row n on th e  o th e r hand  
a rg u ed  th a t  cheques issued  and  p a id  in  
th is  m an n er w ere “k it in g ” tran sac tio n s , 
and  th a t  “fa lse  e n try ” w as a  f a r  w ider 
m a tte r  th a n  m ere m a th em atica l accuracy  
and  th a t  th e  essen tia l “bona fides” of the  
e n try  m u s t be ta k e n  in to  consideration . 
T he lea rned  ju d g e  concurred  in  th is  view  
and in  th e  course of h is  ju d g m en t s ta ted  
th a t  “looking a t  th e  w hole o f th e  evi­
dence, I  am  o f th e  opinion th a t  th e  en­
tr ie s  o f D ecem ber 31, 1922, and  D ecem­
b e r 31, 1923, w ere c lea rly  fa lse  en tries  
w ith in  th e  m ean ing  o f th e  section  o f th e  
C rim inal Code. T he only question  abou t 
w hich I  f e l t  an y  doubt a t  th e  close of 
th e  case w as w h e th e r o r  n o t th e  en tries  
w ere m ade ‘w ith  in te n t to  d efrau d .’
“A f te r  rev iew ing  th e  w hole o f th e  evi­
dence I  have  a rr iv ed  a t  th e  conclusion 
th a t  th e  en tr ie s  w ere  m ade w ith  in te n t 
to  d efrau d  th e  com pany.”
A n appeal h a s  been  en te red  a g a in s t 
th e  decision, b u t in  th e  m ean tim e, so f a r  
as  th e  w rite r  know s, th is  is  th e  f irs t 
co u rt decision on record  in  C anada w hich 
stig m atizes  th e  m an ipu la tion  o f cheques 
over th e  end  o f a  fiscal y ea r, th e reb y  con­
cealing  in  effect th e  ac tu a l condition of 
a ffa irs  a t  such date , a s  “F a lse  E n try ,” 
and  accord ing ly  i t  is  w o rth y  o f consider­
a tio n  by m em bers of th e  A ccounting 
P rofession .
— T h e C anadian  C h artered  A cco u n ta n t.
The Spokesman Review (Spo­
kane, W ashington), for July 6, 
1926, carried an account of the 
heroism of V. D. Allen, C. P. A., of 
th a t city, who rescued a man from 
drowning in Coeur d’Alene Lake.
John T. Madden, C. P. A., Dean 
of the School of Commerce, Ac­
countants and Finance of the New 
York University, has arranged to 
include in the curriculum a course 
on arbitration. The New York 
University is the  first educational 
institution to make such a move.
HOTEL LAFAYETTE
S ix te e n th  a n d  I  S tre e ts  
W ash in g to n , D . C.
CENTRALLY LOCATED
W ithin three blocks of Treasury 
Departm ent
A Complete Tax Library 
Available for use of guests.
Write or Wire for Reservations. 
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When Facts Are Disappointing
Of the numerous points of similarity between the pro­
fessions of the accountant and the appraiser, none is 
more important than the strict adherence to facts no 
matter how distressing they may be to the client.
We appraise on an average of 750,000 distinct items of 
property each day. Which means that we take 750,000 
chances of encountering an argument with optimistic 
owners. If our methods of appraisal were such that 
the owner could always win the argument The Ameri­
can Appraisal Company’s utility and reliability would 
be at an end.
But the owner does not win if the facts are against him. 
The determination of those facts—regardless of how 
deeply they may be buried—and the firmness with 
which they are held to, is a distinguishing feature of 
any professional service.
Adherence to professional ethics is one of many out­
standing factors which makes American Appraisal 
Service worthy of reliance by accountants.
The American Appraisal Company
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Colorado
A special meeting of the Colo­
rado Society of Certified Public Ac­
countants was called on September 
3rd, 1926, for the purpose of hear­
ing Homer A. Dunn, C. P. A., of 
New York City, address the So­
ciety on the subjects of “Account­
ing Legislation” and “Arbitration.” 
There were over twenty-five mem­
bers present at the hastily called 
meeting. The Colorado Society has 
long been interested in the subject 
of Accounting Legislation and felt 
itself fortunate in having the bene­
fit of Mr. Dunn’s views.
Massachusetts
The Massachusetts Society of 
Certified Public Accountants held 
its first meeting of the fall season 
on Monday evening, September 27, 
1926, in the Chamber of Commerce 
Building, Boston.
Thomas H. Saunders, Associate 
Professor of Industrial Accounting 
a t the Graduate School of Business 
Administration of Harvard Univer­
sity, spoke on the subject of in­
ventory valuations. Mr. Robert G. 
Dodge gave a summary of the de­
velopments in the case of the Ips­
wich Mills vs. William Dillon et al., 
and analyzed the decision of Judge 
Weed, handed down on July 26, 
1926. Edwin L. Pride, C. P. A., 
gave the results of this year’s ex­
aminations for the C. P. A. certifi­
cate.
Pennsylvania
On September 25th the Pennsyl­
vania Institute of Certified Public 
Accountants were hosts to the 
members and guests of the Ameri­
can Institute of Accountants and 
The American Society of Certified 
Public Accountants on the occasion 
of Accountants’ Day Celebration at 
the Sesqui-Centennial Exposition, 
Philadelphia. The delightful pro­
gram planned for the enjoyment of 
the guests included a luncheon a t 
the “Alpine Haus” Restaurant. 
About a hundred and fifty account­
ants and guests enjoyed the hos­
pitality of the Pennsylvania Insti­
tu te of Certified Public Account­
ants. The committee in charge of 
the day was composed of the fol­
lowing: Chairman, Gardner W. 
Kimball; Horace P. Griffith, Wil­
liam J. Wilson, Charles S. Rockey, 
William R. Main, Frank A. Willi­
son, Ernest Crowther, Michael H. 
Sigafoos.
Washington
At the annual meeting of the 
Washington Society of Certified 
Public Accountants held a t the 
New Washington Hotel, Seattle, 
Washington, on August 28, 1926, 
the following directors were elect­
ed: James P. Robertson, C. P. A., 
and Frederick W. Buff, C. P. A. 
The officers elected to serve for the 
ensuing year are as follows: Presi­
dent, James P. Robertson, C. P. A .; 
Vice President, Pearce C. Davis, C. 
P. A.; Secretary-Treasurer, Fred­
erick W. Buff, C. P. A.; Auditor, 
Eugene J. Calloway, C. P. A.
Wisconsin
The Wisconsin Society of Certi­
fied Public Accountants held its an­
nual meeting a t the Milwaukee 
Athletic Club on Monday evening, 
September 13, 1926. The meeting, 
which was preceded by a splendid 
dinner, was attended by about 60 
members and guests.
A very interesting and instruc­
tive address was given by Mr. H. G. 
Baldwin of the American Apprai­
sal Company on the subject of “Ap­
praisals and their effect on balance 
sheets, profit and loss accounts, 
and costs of production.” This 
was followed by a lively discussion 
in which practically all those pres­
ent participated. As a result of 
the interest displayed the members 
of the Society were invited to a t­
tend a dinner meeting of the Amer­
ican Appraisal Club, on September 
20th, a t which a debate on the use 
of appraisals in financial records 
was given.
The following officers and direc­
tors were reelected for the year
1926-27: President, Carl Penner, C. 
P. A .; Vice President, Shepard E. 
Barry, C. P. A .; Secretary-Treas­
urer, George A. Einbecker, C. P.
A .; Directors, George T. Graham,
C. P. A., B. A. Kiekhofer, C. P. A., 
Hugo Kuechenmeister, C. P. A., C.
E. Smith, C. P. A. Samuel S. Weil,
C. P. A., was elected auditor.
The Wisconsin Society now has 
a membership of 62, including 2 
associate members, which repre­
sents a gain of 11 during the past 
year.
George Ornstein, Accountant and 
Auditor, announces the removal of 
his offices to 291 Broadway, New 
York City.
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 736 Woodward Building Washington, D. C.
Business and professional men find here the acme of luxury and 
comfort. Being in close proximity to Governmental Departments, the 
Mayflower is ideally located for the man whose business brings him to 
the National Capital.
WASHINGTON’S FINEST HOTEL 
and yet—
Rates no higher than at 
less luxurious hotels
Over 1000 beautifully furnished rooms, all having outside exposure 
and private baths. The Mayflower offers every convenience for travelers, 
and a pleasant memory for departing guests.
Connecticut Avenue — Between The White House and Dupont Circle
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L o c a t e d
NOW A NEWBurroughs
Automatic 
Bookkeeping Machine
THE
DUPLEX 
SUBTRACTOR
Many Styles and Sizes 
for Various 
Applications
T h is  fe a tu re  m a k es  i t  p o ss ib le  fo r  th is  m a c h in e  to  
d o  w o rk  th a t  fo rm e rly  re q u ire d  tw o  o r  m o re  
o p e ra t io n s . F ig u res  au to m a tic a lly  ac c u m u la te d  o r  
s to re d  in  th e  e x tra  se t o f  a d d in g  w h ee ls  c a n  b e  
s u b to ta le d  o r  to ta le d  b y  th e  o p e ra t io n  o f  th is  lev er.
This Total Accumulates A utom atically
T h e  D u p le x -S u b tra c to r  a u to m a tic a lly  ac cu m u la te s  th e  to ta ls . T h e  A cc o u n ts  
R ece iv ab le  ap p lic a tio n  is sh o w n . S im ila r a d v a n ta g e s  m a y  b e  o b ta in e d  in  
A c c o u n ts  P a y a b le , S to ck  R e c o rd s , P ay ro lls , D is tr ib u t io n , e tc ., w ith  a c c u m u ­
la tio n s  o f  ch a rg es, c red its , o r  ba lan ces  as p o s te d  in  th e  c o lu m n  d es ire d .
Requires Fewer Operations!
Prior to any public announcement, sev­
eral million dollars w orth of these ma­
chines have been sold and installed.
They have already been tried and proved.
In  the opinion of business men, the 
Duplex-Subtractor has more than justi­
fied all th a t we claim  for it. T he 
savings in time and the greater accuracy
effected on m any different types o f 
work are remarkable.
But only a thorough demonstration can 
give you a true picture of this machine’s 
value to you on your own work. The 
nearest Burroughs man is ready, at your 
convenience, to give you a showing. 
O r write us direct for full information.
BURROUGHS ADDING M ACHINE COMPANY  
DETROIT, MICHIGAN 
BURROUGHS ADDING MACHINE OF CANADA, LIMITED, WINDSOR, ONT. 
S a le s  a n d  S e r v ic e  O ff ic e s  in  a l l  P r in c ip a l  C itie s  o f  th e  W o r ld
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ton , C. P . A., 79 M ilk  St., B o sto n , M ass. 
H erb ert F . F ren ch , C. P . A ., 100 S u m ­
m er St., B o sto n , M ass. D a n ie l B . L e w is ,  
C. P . A., P a r k  S q u are B ld g ., B o sto n , 
M ass. E d w in  L. P r id e , C. P . A., 40 C en­
tr a l St., B o sto n , M ass.
M ich igan — T h o m a s H. E v a n s , C. P . A., 
D im e B a n k  B ld g ., D e tr o it , M ich. W . T. 
M cC onnell, C. P . A ., F ir s t  N a tio n a l B a n k  
B ld g ., D e tro it , M ich.
M in n eso ta — A. F . W a g n er , C. P . A., 532 
S e c u r ity  B ld g ., M in n eap o lis, M inn.
M iss iss ip p i—L. A. W illia m s , C. P . A., 
G reenw ood , M iss.
M issou ri— P a r r y  B a rn es, C. P . A ., 1003 
P io n e e r  T r u st B ld g ., K a n sa s  C ity , Mo.
M ontana—D o u g la s  N. W ilso n , C. P . A., 
529-31 F ord  B ld g ., G reat F a lls , M ont.
N eb ra sk a — H o ra ce  S. W ig g in s , C. P . A., 
B a n k e r s  L ife  B ld g ., L in co ln , N eb r.
N evad a— E. S. L a  T o u rr e tte , C. P . A., P . O. 
B o x  30, R eno, N ev.
N e w  H a m p sh ire— C laren ce  L D ra y to n , C. 
P . A., 922 E lm  St., M a n ch ester , N. H .
N ew  J e r s e y — J a m es F . H u g h es , C. P . A., 
104 F a ir v ie w  A ve., J e r se y  C ity , N. J. 
J a m e s F . W elch , C. P . A., 129 M ark et  
St., P a te r so n , N . J.
N ew  Y o rk — A le x a n d e r  S. B a n k s, C. P . A., 
7 D e y  St., N e w  Y o rk  C ity . H om er A. 
D unn, C. P . A ., 35 W e s t  S ix ty - fo u r th  S t., 
N e w  Y ork  C ity . P a u l-J o se p h  E sq u erre , 
C. P . A., 20 V e s e y  S t., N e w  Y ork  C ity . 
H aro ld  D u d le y  G ree ley , C. P . A., 25 W e s t  
F o r ty - th ir d  S t., N ew  Y ork  C ity . L eo  
G reen d lin ger , C. P . A ., 13 A s to r  P la c e , 
N ew  Y o rk  C ity . M artin  K ortjoh n , C. P . 
A., 15 P a r k  R o w , N e w  Y ork  C ity. John  
T. M adden, C. P . A., 32 W a v e r ly  P la c e , 
N ew  Y ork  C ity . C h a rles S. M cC ulloh, 
C. P . A ., 100 B ro a d w a y , N ew  Y ork  C ity . 
R o b ert H . M on tgom ery , C. P . A., 110 
W illia m  St., N ew  Y ork  C ity . N orm an
E . W eb ster , C. P . A.u, 60 B ro a d w a y , N ew  
Y ork  C ity. W il l is  S. W h itt le s e y , C. P . 
A., 101 P a r k  A ve., N ew  Y ork  C ity.
N orth  C arolin a— D. H . M cC ollough, C. P . 
A ., J o h n sto n  B ld g ., C h arlo tte , N. C.
N orth  D a k o ta — F lo y d  F . B urchard , C. P . 
A., N o r th w e ste r n  N a tio n a l B a n k  B ld g ., 
G rand F o rk s, N. D ak .
Ohio— W a lte r  D. W a ll, C. P . A ., 44 W e st  
G ay St., C olum bus, O hio. P h ilip  G. 
W ard, C. P . A ., 515 H a n n a  B ld g ., C lev e ­
land, Ohio.
O k lah om a— C h arles F . M iller, C. P . A., 
L ib e r ty  N a tio n a l B a n k  B ld g ., O k lah om a  
C ity , O kla.
O regon— A rth u r  B e rr id g e , C. P . A., 619-20 
W o r c e s te r  B lo ck , P o rtla n d , O reg.
P e n n sy lv a n ia — H o r a c e  P . Griffith, C. P . A., 
F r a n k lin  T r u s t  B ld g ., P h ila d e lp h ia , P a . 
Edward! P . M oxey , Jr., C. P . A., R e a l  
E s ta te  T r u st B ld g ., P h ila d e lp h ia , P a . 
Jo se p h  H . V an  D orn , C. P . A., L and  T it le  
B ld g ., P h ila d e lp h ia , P a . R o b ert B o o n e  
V o llu m , C. P . A., 804 P e r r y  B ld g ., P h ila ­
d elp h ia , P a .
P h ilip p in e  Is la n d s— N o e le c tio n .
R h o d e  Island-—S. G eo rg e  H ay , C. P . A., 
H o sp ita l T r u st B ld g ., P ro v id e n c e , R. I.
S o u th  C arolin a— O rm sby P . B ou rk e , C. P . 
A., L ib e r ty  B ld g ., C olum bia, S. C.
S ou th  D a k o ta — G eorge A. A n d erson , C. P . 
A., A b erd een , S. D ak .
T e n n e sse e — E d w a rd  S. E ll io t t ,  C. P . A., 
B a n k  o f  C om m erce & T r u st B ld g ., M em ­
p h is, T enn .
T e x a s— A. C. U p leg er , C. P . A., W aco , T ex.
U ta h —L in co ln  G. K e lly , C. P . A ., W a lk er  
B a n k  B ld g ., S a lt  L a k e  C ity , U tah .
V erm on t— O rris H . P a rk er , C. P . A ., 16 
S ta te  St., M on tpe lier, V t.
V ir g in ia — C. S. G o ld ston , C. P . A., B o x  
746, R ich m ond , V a.
W a sh in g to n — A rn e S. H an sen , C. P . A., 
916-18 L e a ry  B ld g ., S e a ttle , W ash .
W e s t  V ir g in ia — J e s s e  L. C ram er, C. P . A .,  
C itizen s B a n k  B ld g ., P a rk ersb u rg ,  
W . V a.
W isc o n s in — C arl E . D ie tze , C. P . A., 209 
G rand A ve., M ilw a u k ee , W is.
W y o m in g — C h a rles H. R eim erth , C. P . A., 
401 O. S. B ld g ., C asper, W yo.
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JEAN PAU L M ULLER
TJEAN PAUL MULLER was born a t St. Etiennes,  France, March 31, 1871, and died a t Fort Pierce, 
Florida, October 9, 1926. He was a student of 
the Royal Saxon Academy of Commerce and took a  
Consular Actuarial course a t Leipsic University. In 
1893 he married Edna Loretta Plunkett, who with 
two children, Paul Hermon Joseph and Paula Jeanne, 
survive him.
He was graduated from the Maryland University 
School of Law in 1906 and entered the service of the 
Interstate Commerce Commission as a rate case ac­
countant in 1907. He served as an accountant on 
President T aft’s Commission on Economy and Effici­
ency, and then as an accountant with the Department 
of Justice.
He secured his C. P. A. certificates from North 
Carolina in 1918 and from the District of Columbia 
in 1923. He served as a cost accountant in the Bureau 
of A ircraft Production, W ar Department, in 1918, and 
in the Bureau of Mines in 1919.
Mr. Muller was the Editor of THE GOVERNMENT 
ACCOUNTANT, which, in the opinion of some, was 
th e  largest single service he rendered the profession. 
This magazine was established a t a  time when the 
accountant, as such, had not yet assumed the position 
in the business world which he now occupies, and 
while the magazine was especially devoted to the in­
terests of the accountant employed by the Govern­
ment, it blazed the way for the larger recognition of 
the value of the public accountant. He was also the 
proprietor and publisher of the BANKERS’ RAIL­
WAY BULLETIN, and during the last few years has 
published the Analysis of Financial Statistics of Im­
portant Industries and Railroads in the United States.
Mr. Muller was a member of many societies and 
clubs. Possessing a strong personality he was usually 
the center of any group with which he was mingling.
In 1921 he was connected with th a t small group in 
the E ast which sought to effect a national organiza­
tion of certified public accountants for their mutual 
protection. During the formative period of The 
American Society he gave both time and money to the 
movement. He, J. J. Miller, of Washington, D. C., 
and the writer, were the incorporators of The Ameri­
can Society of Certified Public Accountants under the 
laws of the District of Columbia, the charter being 
granted December 5, 1921. He was a man of sterling 
character and the stric test integrity. A fter a long 
and close association with him I am convinced th a t if 
he possessed a failing, if such it should be, it was in 
his unselfish disposition and desire to help others.
WILBUR L. HARRISON.
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A N  A PPR EC IA TIO N
By D. W . S P R IN G E R
I N the fall of 1921 two entirely different movements for the organization of a national society of 
certified public accountants made their appearance. 
In the east there was a revival of the Federation of 
Certified Public Accountants, while in the middle 
west the selected designation was The American So­
ciety of Certified Public Accountants. Each of the 
two organizations appointed committees of coopera­
tion and on December
12, 1921, an organiza­
tion convention was 
held a t the Hotel La 
Salle, Chicago, as the 
result of a call which 
had been signed joint­
ly by these commit­
tees. The American 
Society of Certified 
Public Accountants 
was selected as the 
survivor, the object of 
which should be “to 
protect and foster the 
certificate of Certified 
Public Accountant as 
granted by the States 
of the United States 
of America.”
In preparation for 
th a t meeting one of 
the members of the 
Federation who had 
been of extreme value 
was Wilbur L. H arri­
son. He was elected 
as Acting Secretary.
While Mr. Harrison re­
fused to accept the ap­
pointment permanent­
ly, he was willing to
continue as Secretary until one could be secured, as he 
was intensely enthusiastic with regard to the neces­
sity for some national movement which would hold 
together the persons who had obtained State granted
C. P. A. certificates.
Each year since then Mr. Harrison has been pre­
vailed upon to continue as Secretary for another year, 
but each year he has been of the same opinion th a t 
he did not intend to make it a life job and desired to 
return actively to his practice as soon as conveniently 
possible.
The membership of The American Society was hope­
ful th a t as time went on and the possibilities of a con­
structive piece of work developed Mr. Harrison could 
be induced to change his mind and feel th a t the work 
he was doing furnished an opportunity for all of his 
resources. This year, however, he announced definitely 
and finally th a t he m ust be relieved, and the w riter 
has agreed to follow him under practically the same 
conditions tha t he originally agreed to accept.
Only those who have been in official positions con­
nected with The American Society can realize how 
much it owes Mr. Harrison for the work he has done. 
Starting with only an idea, it has reached a position 
of commanding influence. From an office equipment 
which a t the beginning he could have carried in his 
hat, we have grown to the point where five rooms,
covering fifteen hun­
dred feet of floor 
space, are fully occu­
pied. In carrying on 
the work undertaken 
by The American So­
ciety, its  aims have 
been made familiar to 
all certified public ac­
countants throughout 
the United States, and 
as an indication of the 
respect and influence 
attained the Society 
has built up a mem­
bership of 2,435 from 
the nucleus of 53 a t 
the Chicago meeting ; 
and in building up the 
present intimate rela­
tionship with all ac­
countants, the Society 
has catalogued data in 
respect to all certified 
public a c c o u n ta n ts ,  
and also regarding 
some 25,000 public or 
semi - public account­
ants. The official or­
gan, THE CERTIFIED 
PUBLIC ACCOUNT­
ANT, has grown into aW I LBUR L . H A R R ISO N
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thirty-tw o page magazine, and during the past year 
has had an average monthly circulation of 7,500. I t 
is impossible to enumerate all of the many advances 
and accomplishments which have been made during 
the time Mr. Harrison has served the Society so faith ­
fully, energetically and successfully as Secretary.
The best and heartiest wishes of every member of 
the American Society will follow Mr. Harrison, and 
the great work he has done in the organization will 
never be forgotten by them.
W HERE DO W E STAND?
A  recent article by Professor William Z. Ripley entitled “Stop, Look, Listen. The Share­
holder’s Right to Adequate Information,” has stirred 
up this subject, and those who agree and disagree 
with him have not yet stilled their voices.
Not within the memory of accountants now living 
has there been so general an attack on the form and 
substance of the annual reports furnished the average 
stockholder as prevails today. There is an awakened 
interest everywhere, as evidenced by the article above 
mentioned and the serious discussion tha t it  provoked.
In this connection, where does the Certified Public 
Accountant stand and what is he doing to express his 
views on the subject, if indeed he has any worth ex­
pressing?
I doubt whether very many Certified Public Ac­
countants have read Professor Ripley’s article, al­
though it  should be studied by all interested in the 
profession. If they have read it I fail to find any 
w ritten expression of views, where it would be ex­
pected the members of our profession would feel most 
competent to pass judgm ent or furnish constructive 
criticism. This is one of the main reasons why the 
Certified Public Accountant does not have the influ­
ence th a t he should have. Throughout the whole of 
Professor Ripley’s article, which is of considerable 
length, there is but one mention of the Certified Pub­
lic Accountant, and he is dismissed with a brief state­
ment to the effect th a t one remedy suggested is a 
shareholders’ audit by an outside, independent Cer­
tified Public Accountant.
I t is not the purpose of this editorial to discuss or 
analyze the article in question. We can all agree 
with the general proposition contended for th a t fuller 
and fairer information to stockholders will be of 
benefit. We likewise are amused by the novel figures 
of speech used, such as “The dance-card balance-sheet 
or picture-book variety of corporation report . . .” 
but are nevertheless convinced that, while the article 
in question can be properly criticized as containing 
inaccuracies from an accounting standpoint, the au­
tho r is on firm ground in his general criticism and in 
his warning th a t in the end the real security of the 
stockholder m ust always be in the integrity, com­
petence and judgm ent of the corporate officials, as 
well as the auditors employed.
Discussions such as these should be harvest days 
for the accountants. They should be the first to 
preach the value of the independent, outside audit. 
They should lend every effort to promulgate the doc­
trine th a t stockholders can secure adequate informa­
tion by insisting upon the services of our profession, 
rendered in the proper manner, w ithout the restric­
tions sometimes placed thereon by administrative 
officers.
W hat are we as members of the profession itself 
doing? Nothing, and yet we complain about being 
misunderstood and underrated by the general invest­
ing public.
FRANK WILBUR MAIN.
FOOLING OURSELVES
D ID you ever watch the people who weigh them­selves on the scale outside a dining room? 
All the fa ts  who want to reduce, weigh themselves 
before eating, never after. All the thins weigh afte r 
eating. They all know th a t the amount of food con­
sumed is going to affect the weight, but they like to 
fool themselves.
Certain executives will never play golf on a week 
day, because they believe th a t i t  is bad for a business 
man to be seen away from his office a t such a time. 
Yet these same executives will take hours for lunch 
and even indulge in card games a t their luncheon 
clubs, thus consuming more time than if they took 
a half day for golf. Some executives have no scru­
ples against going out to their golf clubs on a week 
day, but are averse to doing it on Saturday because 
of some deep-seated prejudice against the people who 
started this wrong idea of making Saturday first a 
half-holiday and then a full-day holiday.
Modern business methods in the professional fields 
and improved machinery in mechanical fields have 
given everybody more leisure. We all claim to be 
making good use of this leisure time, but are we only 
fooling ourselves?
In France the privilege of washing the dishes a t the 
hotels and restaurants is sold to the highest bidder, 
because it carries w ith it the privilege of keeping the 
uneaten food th a t comes out with the plates. In this 
country the idea of selling such a privilege would be 
considered preposterous. Again the question, what 
are we doing with the crumbs of our time left over a t 
the end of the day or week or month? Do we im­
prove our minds by proper reading? Do we help our 
community by being better citizens? Do we elevate 
our profession by taking a more intelligent and active 
interest in its various activities, or do we spend all 
our leisure in try ing to have a good time and fool 
ourselves in the belief th a t we are working too hard 
to do anything more or different than we are doing? 
I wonder!
FRANK WILBUR MAIN.
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Fifth Annual Convention of The American 
Society of Certified Public Accountants
T HE F ifth  Annual meeting of The American Society of 
Certified Public Accountants was 
held a t the Wardman Park  Hotel, 
Washington, D. C., on Wednesday, 
Thursday, and Friday, September 
22, 23, and 24, 1926. The District 
of Columbia Institu te of Certified 
Public Accountants were hosts for 
the occasion and righ t royally did 
they perform. The registration 
numbered 245 and 28 states, be­
sides the District of Columbia, were 
represented. The w eather man 
was gracious in his dealings with 
the convention and all present felt 
th a t in addition to being profitable 
it  had been a very enjoyable meet­
ing.
Wednesday morning the outgo­
ing Board of Directors held a ses­
sion, the report of which appears 
elsewhere.
During the morning the trap- 
shooting tournam ent was held a t 
the Manor Club, the trophy com­
peted for being th a t which was 
presented by the Virginia Society 
of Public Accountants a year ago. 
Last year D. H. McCollough of 
Charlotte, North Carolina, was the 
winner. This year T. Coleman An­
drews of Richmond, Virginia, ob­
tained the righ t to have his name 
engraved thereon.
Wednesday afternoon the golf 
tournam ent was held a t the Con­
gressional Country Club. W. J. L. 
Patton of Richmond, Virginia, who 
was the winner last year of the 
Durand W. Springer golf cup, pre­
sented by the Michigan Associa­
tion of Certified Public Account­
ants two years ago, succeeded in 
again securing the low gross score 
and if he should be successful a t 
next year’s tournam ent the cup 
will become his personal property.
The District Institute of Certi­
fied Public Accountants, believing 
th a t the conditions surrounding
this contest were not as liberal to 
the average golfer as they should 
be, secured and presented a handi­
cap golf trophy to be competed for 
under the same conditions as the 
other two, in th a t any person win­
ning it three years in succession 
should become its permanent pos­
sessor. This handicap contest was 
won by E. A. Ford Barnes of P itts­
burgh, Pennsylvania, who was this 
year, as well as last year, the run­
ner up in the low score contest.
Wednesday evening the ladies 
were entertained by the local com­
mittee of ladies, of which Mrs. 
James A. Councilor was chairman, 
some seeking enjoyment by means 
of theatre parties, others played 
bridge, and some tripped the light 
fantastic. Wednesday evening the 
annual meeting of State Represen­
tatives was held, the report of 
which appears elsewhere.
Thursday morning the ladies in 
the party  were taken for a sight­
seeing trip.
The opening session was called 
to order by President Lunsford 
Thursday morning, September 23, 
1926, a t half-past ten.
The following invocation was of­
fered by the Rev. James Shera 
Montgomery, Chaplain of the 
United States House of Represen­
tatives :
“Almighty God, our Heavenly 
Father, thou a rt our fa ther and we 
are thy  children. Thou wilt surely 
hear us when we call and answer 
us when we pray. We bless and 
praise Thy excellent name. For 
all the evidences of Thy provi­
dential care, so impartial, so boun­
tiful, so merciful, do Thou receive 
the expressions of our gratitude 
coming from our most grateful 
hearts. We thank Thee Almighty 
God for the great country which 
we love to call our home. Let Thy 
richest blessings rest upon all the
sections of our great land. More 
and more may the great bulwarks 
of our civilization become stabi­
lized and may we always recognize 
with great appreciation the mar­
velous traditions of our Republic. 
Let the blessings of Thy great wis­
dom abide with our distinguished 
President and his household. Di­
rect all who make and interpret our 
laws, and make men everywhere 
throughout the length and breadth 
of our Republic appreciate the 
great tenets of our civilization. We 
bless and praise Thy excellent name 
for the rich and abiding oppor­
tunities and privileges which are 
ours.
“O may we ever look to Thee as 
the source of all th a t we have arid 
all th a t we enjoy. May we not be 
satisfied in looking over our shoul­
ders into the past. While our past 
is great and mighty, extend our 
visions of the  present and widen 
the horizons of our outlook. Direct 
with great wisdom the business in­
terests of our country. We ask 
Thy richest blessings upon all who 
attend in Thy presence. Bless and 
remember all of our homes. Re­
member and bless all firesides. Be 
there as well as here and here as 
well as there. Abide with all of 
us in the measure of a great peace 
and satisfaction. Day by day help 
us to exemplify the great and 
marvelous virtues th a t were so in­
carnated in the life and example of 
Him who spake as never man 
spake. Lead us on through the 
days and the years of our earthly 
pilgrimage and a t the last, Al­
mighty God, when earth’s door 
closes, may heaven’s door open, and 
bear us up the stairway through 
the darkness to the Father’s house 
where we shall go out no more for­
ever, through Jesus Christ, our 
Lord. Amen.”
Hon. Frederick N. Zihlman,
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chairman of the House Committee 
on the District of Columbia, was 
unable to be present to give the ad­
dress of welcome and Mr. E. W. 
McCullough, manager of the De­
partm ent of Manufacture, United 
States Chamber of Commerce, was 
substituted as a pinch hitter. His 
rem arks appear elsewere in this 
issue. President Lunsford re­
sponded to the same.
The annual reports of the Presi­
dent, Secretary, Treasurer, and 
Auditor were presented as they ap­
peared in the October issue of THE 
CERTIFIED PUBLIC ACCOUNT­
ANT.
The report of the Committee on 
State Legislation, presented by the 
chairman, D. W. Springer, appears 
elsewhere in th is issue.
T. Coleman Andrews, official 
delegate from The American So­
ciety of Certified Public Account­
ants to the International Account­
ants Congress, held a t Amsterdam 
last summer, presented his report, 
which will appear in the December 
issue.
The meeting adjourned a t 12.10 
o’clock.
The members and guests were 
taken by auto to the Congressional 
Country Club where luncheon was 
served, following which each of the 
past presidents was introduced, but 
not permitted to make a speech. 
Mr. Kimball, chairman of the Ac­
countants Day Committee of the 
Pennsylvania Institute of Certified 
Public Accountants, explained the 
preparations which had been made 
to  entertain visiting accountants 
a t  the Sesquicentennial, Philadel­
phia, on Saturday, September 25th.
A t half-past two the Field Meet 
occurred, the winners of the sev­
eral contests being as follows :
Putting Contest (ladies): Mrs. 
Alexander S. Banks.
Putting Contest (m en): E. A. 
Ford Barnes.
Tying Race (ladies) : Mrs. Jesse 
L. Cramer.
Top-Spinning Contest (m en): 
P a rry  Barnes.
Centipede Race (m en): Howard 
C . Beck, Glenn Leland, Jerome G.
Kaufman, H arry Friedman, Harold
B. Keyes.
Horseshoe Pitching (ladies): 
Mrs. John B. Tanner.
Horseshoe Pitching (m en): D.
H. McCollough.
Bowling on the Green (ladies): 
Mrs. Frank S. Chappell.
Tug of W ar (East vs. W est): 
Byron C. Willcox, Frank S. Chap­
pell, H arry Friedman, A. W. Bur­
ket, T. Coleman Andrews (E ast).
Kickers Handicap: Frank Wil­
bur Main.
The party  returned to the Ward­
man Park Hotel in time for the 
dinner dance a t seven o’clock. Dur­
ing the evening Mrs. W. W. Col­
ledge of Pittsburgh, Pennsylvania, 
rendered two groups of songs in 
a very pleasing manner. Miss Mil­
dred Burnham, daughter of Mr. 
and Mrs. Dwight N. Burnham, 
w ith her dancing partner, Jack 
Rice, presented two very artistic 
dances. Between courses and 
dances some listened in on the 
radio reports of the Dempsey-Tun- 
ney fight a t Philadelphia.
A t eleven o’clock The Order of 
Twelve held its first conclave. This 
is the social organization, member­
ship in which is only open to mem­
bers of The American Society and 
initiations will only be held in con­
nection with the annual conven­
tions of The American Society. I t 
is certain th a t with the passing of 
years the meetings of this Order, 
with the attendant levity, will fu r­
nish much entertainm ent for our 
members who attend the annual 
conventions and are participants in 
its mystic rites.
Friday morning the ladies pres­
ent were taken on another sight­
seeing trip  and a t half-past ten the 
second session of the convention 
was called to  order.
The report of the Committee on 
Publication was given by Lester 
A. P ra tt, the chairman, and the 
same appears elsewhere in this is­
sue.
Frank S. Chappell, chairman of 
the Advertising Committee, pre­
sented an informal report.
The report of the Committee on
Admissions was prepared by 
Charles F. Coates, chairman, and 
read to the meeting. The same ap­
peared in the October issue.
Frank Wilbur Main, chairman of 
the Editorial Committee, pre­
sented th a t report, which appears 
elsewhere in this issue.
Hon. Chester I. Long, form er 
United States Senator from Kan­
sas and past president of the 
American B ar Association, pre­
sented an address on The Account­
ant and the Lawyer, which will ap­
pear in the December issue of THE 
CERTIFIED PUBLIC ACCOUNT­
ANT.
Judge Moses H. Grossman, vice 
president of the American A rbitra­
tion Association, gave an address 
on Arbitration and Business Effici­
ency. This address is to be printed 
in monograph form by the Ameri­
can Society and sent out to all cer­
tified public accountants in the 
United States.
Homer A. Dunn spoke as follows 
in introducing a resolution which 
was unanimously adopted:
“I would like to say as a  preface 
to th is resolution which I wish to 
offer, th a t you became accountants 
through study. You studied audit­
ing, theory, practical accounting, 
commercial law. You can’t  under­
stand arbitration unless you make 
a study of it, and the American 
A rbitration Association affords 
you th a t opportunity a t a  very 
nominal cost, as Judge Grossman 
has pointed out to you, the profes­
sional membership fee of $10. 
There is one thing th a t the Judge 
omitted th a t I  should like to add 
to get it forcibly before your 
minds, th a t the function of the 
certified public accountant in arbi­
tration is not confined to acting as 
an arb itra to r; as a  m atter of fact, 
of the functioning tha t is the least 
in my judgment. The great and 
large function which the certified 
public accountant has to perform 
in the course of commercial arbi­
tration is to gather together the 
facts and present them for his cli­
ent to the arbitrators. The arbi­
trato rs may be specialists in an in-
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dustry or a mercantile business. 
The accountant may also be such, 
but he may not be on the Board of 
A rbitrators. He can probably bet­
te r  represent his client in present­
ing the facts to the board, laying 
them before the board clearly and 
comprehensively, and as arb itra­
tion progresses the client is bound 
to employ the certified public ac­
countant for such purposes as the 
client has done for income tax  pur­
poses.
“W ith th a t prelude, and to get 
th a t clearly before you as to the 
possible function of the certified 
public accountant, I would like to 
offer this resolution:
“R ESO L V E D , T h a t th e  A m erican  Soci­
e ty  o f C ertified Public A ccountan ts, 
h av in g  been  advised of th e  pu rposes and 
proposed  ac tiv ities  of th e  A m erican  A r­
b itra tio n  A ssociation  looking to w ard  th e  
ex tens ion  of th e  p rincip les and  p rac tice  of 
a rb itra tio n  in  th e  U n ited  S ta te s  and  in  
fo re ig n  coun tries th ro u g h  th e  cooperation  
o f tra d e  associations by  fu rn ish in g  in fo r­
m atio n  and  fac ilities  fo r  a rb itra tio n , en ­
dorses th e  p rincip le  o f a rb itra tio n  and  
associa tes its e lf  w ith  T he A m erican  A rb i­
tr a tio n  A ssociation  in  th e  execution  o f 
th ese  purposes and  p lans .”
The meeting adjourned a t 12.30.
Friday afternoon the ladies were 
entertained a t bridge and tea.
A t half-past two the afternoon 
session was opened by President 
Lunsford. A rthur E. Foote of the 
Division of Simplified Practice, 
United States Department of Com­
merce, spoke on A Message from 
H erbert Hoover, illustrated w ith 
lantern slides. The report of this 
address will appear in a la ter issue.
The report of the Committee on 
Professional Education prepared 
by John T. Madden, chairman, was 
presented. The same appeared in 
the October issue of THE CERTI­
FIED PUBLIC ACCOUNTANT.
Edwin L. Pride, chairman of the 
Membership Committee, presented 
an informal report.
Homer A. Dunn presented an in­
formal report for the Committee 
on Relations W ith S tate Societies.
Mr. Schuyler Dillon presented a 
statem ent with regard to the case 
which had recently been tried in 
M assachusetts involving the ques­
tion of ownership of accountants’ 
working papers, the decision con­
cerning which appeared in the Au­
gust issue. The consideration of 
the problems involved was referred 
to the Board of Directors for ac­
tion. This statem ent will appear 
in our December issue.
On motion of Max Fink, the 
Board of Directors of the Ameri­
can Society were requested to con­
sider the advisability of appointing 
technical committees to work with 
the Publication Committee with 
the idea of undertaking the prepa­
ration and publication of technical 
accounting literature.
Mr. J. Pryse Goodwin, chair­
man of the Accountants Commit­
tee of the American Arbitration 
Association, explained the reasons 
why accountants should have a 
very pronounced interest in the 
ideals of the American Arbitration 
Association. His remarks will ap­
pear in a la ter issue.
Mr. Hecht presented a motion, 
which was carried, authorizing the 
president to  appoint a Committee 
on Public Relations for the purpose 
of considering to w hat extent the 
American Society can either direct, 
supervise or disseminate informa­
tion through its members or 
through the state societies so th a t 
we may cooperate with the public 
in such measure as is for the best 
interest of the public and for the 
service which the accountant can 
render.
Mr. Whitfield of Oregon pre­
sented the question of the relation­
ship of the accountant to the 
banker, suggesting th a t this was a 
m atter which should be carefully 
considered by every state society 
of Certified Public Accountants.
Invitations for the next meeting 
of the convention were presented 
on behalf of Denver, Colorado, Los 
Angeles, California, and P itts­
burgh, Pennsylvania. Under the 
Constitution, the decision as to 
time and place, rests w ith the 
Board of Directors.
On motion of Mr. Dunn, the 
president was instructed to appoint 
a special Committee on Arbitration
consisting of not more than five 
members or any number less than 
that.
The meeting adjourned a t 5.30 
o’clock.
A t seven o’clock the annual ban­
quet was held, James A. Councilor 
acting as toastm aster in his ca­
pacity as chairman of the Commit­
tee on Arrangements of the Dis­
tric t of Columbia Institute.
The speaker of the evening was 
the Rt. Rev. James E. Freeman, 
Bishop of the Protestant Episcopal 
Church of the Diocese of Washing­
ton. His address will appear in a  
later issue.
The various trophies and prizes, 
which had been won in the tourna­
ments and field meet, were pre­
sented by Messrs. Burnham, P ra tt 
and Tyler. Mr. C. Vaughan Darby 
presented the D istrict of Columbia 
Institute cup, which will annually 
go to the holder of the low net 
handicap golf score.
Toastm aster Councilor intro­
duced the guests of the Society, 
concluding with the introduction 
of President Lunsford, who in tu rn  
introduced the newly elected of­
ficers.
During the series of introduc­
tions he spoke as follows:
“I could not very well introduce 
Mr. Springer as Secretary without 
offering some word about Mr. H ar­
rison, who has served us so faith­
fully and so long. I think one of 
the first problems th a t confronted 
this Society when it was organized 
was the necessity of securing 
someone who was willing to make 
the necessary sacrifice to serve in 
its organization as Secretary. Af­
te r some persuasion, they got Mr. 
Harrison to agree to come and stay 
for one year, and each year there­
afte r he has agreed to stay for one 
more year, until five years have 
rolled around and I believe th a t his 
efforts have probably been a  great 
contribution to the motives th a t 
have built the Society to its size 
today.
“We feel th a t in leaving us, Mr. 
Harrison is going back to private 
practice, we should offer him our
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sincere thanks and as a memento, 
merely as a token of appreciation, 
we have secured a watch which I 
am going to  present to Mr. H arri­
son with our best wishes for suc­
cess. Our thanks, and Wilbur, our 
love go with it.”
Mr. Harrison responded as fol­
lows :
“I don’t  think th a t I could rise 
to the occasion of a speech a t this 
time and therefore I will only say 
th a t I leave with only pleasant 
memories of happy work and asso­
ciations which I shall never for­
get.”
As his last official duty, Presi­
dent Lunsford introduced Presi­
dent-Elect Councilor as follows:
“In turning over to you the office 
of President I can only hope tha t 
you have as much cooperation as I 
have had and may you call on the 
members of the Society as many 
times as I have called upon them 
for their assistance.”
James A. Councilor, in assuming 
the chair, said:
“I know th a t you people want 
to hear no more speeches and you 
are not going to get one. I do want 
to say ju s t a word. I am deeply 
appreciative of the honor th a t has 
been bestowed upon me. I also ap­
preciate the very heavy responsi­
bilities th a t go along with the of­
fice. Fortunately, however, the 
difficulties of the position, I believe, 
have been somewhat lessened by 
a recent change made in the By- 
Laws by which we now have a per­
manent Advisory Committee which 
is made up of all the past presi­
dents. So while you are  passing 
out of the office of President a t this 
time, you m ust not forget th a t you 
have acquired for yourself a life 
job on the Advisory Committee. 
The outgoing President, the Junior 
Past President, is the chairman of 
the Advisory Committee for a 
period of one year.”
Mr. Pride asked for the floor to 
present a privileged m atter, which 
he did as follows:
“Mr. President, this occasion 
would not be complete if we did not 
all of us have a word to say a t this 
time. Never in my business ca­
reer have I seen a more beautifully 
worded certificate to a  balance 
sheet than this one inscribed a t the 
bottom of our menu. ‘We hereby 
certify th a t we have made a spe­
cial investigation of The Ameri­
can Society of Certified Public Ac­
countants during the period, Sep­
tember 22, 1926, to September 24, 
1926; th a t we heartily endorse the 
objectives and ideals of the organi­
zation ; th a t its members, their 
wives, sweethearts and friends are 
delightful guests; th a t we have en­
joyed every moment of their visit 
w ith us and th a t each departing 
guest carries our affection and best 
wishes.’
Wednesday evening a t half-past 
eight the Representatives were 
called to order in the Grill Room of 
the Wardman Park Hotel, by H arry
E. Lunsford, President. He said: 
“As fa r as I know, the principal 
and only object of this meeting is 
to find out the condition of the 
Union as fa r  as it affects the cer­
tified public accountant and we ex­
pect each representative to report 
concerning his own bailiwick.” The 
representatives from the States of 
Alabama, Arkansas, California, 
Connecticut, Delaware, Indiana, 
Mississippi, Nebraska, North Da­
kota, Rhode Island and South Da­
kota had sent in w ritten reports 
which were read to the meeting as 
the alphabetical roll call of States 
was made. Representatives were 
present and made either formal or 
informal reports concerning Colo­
rado, District of Columbia, Illinois, 
Kentucky, Louisiana, Maine, 
Massachusetts, Michigan, Missouri, 
New Jersey, New York, North 
Carolina, Pennsylvania, Texas, Vir­
ginia, Washington, West Virginia, 
and Wisconsin.
Many of the points brought out 
by these representatives were dis­
cussed by those present and much 
benefit was gained by the inter­
change of experiences. The points 
upon which the representatives had
“It has been my privilege today 
in the business session to ask the 
members convened in the session 
to rise and give a vote of thanks 
to our various speakers. I t now 
gives me great pleasure, and I  
know you all heartily join with me, 
in rising and giving a vote of 
thanks to the District of Columbia 
Institute of Certified Public Ac­
countants and the Committees who 
have so ably and beautifully enter­
tained us on this visit.”
The audience arose, applauded 
the sentiment heartily, and the 
F ifth  Annual meeting of The 
American Society had passed into 
history.
been asked to report were as fol­
lows :
1. Total number of C. P. A. cer­
tificates issued by the State Board.
2. Total number of such certifi­
cate holders now practicing in the  
State.
3. Total number of holders of 
outside C. P. A. certificates now 
practicing in the State, when such 
certificate holders have not se­
cured certificates from the S tate 
Board.
4. Name of the State Society 
with the number of members hold­
ing certificates issued by the local 
State Board and the number of 
members holding certificates issued 
by other State boards.
5. Times when State Society 
meetings are held and average a t­
tendance.
6. General character of the 
meetings.
7. Do members of the State 
Board who are certified public ac­
countants attend the meetings of 
the State Society quite regularly 
showing close cooperation between 
the two bodies?
8. Ways in which the American 
Society can be of assistance.
9. Ways in which the State Rep­
resentative can promote a closer 
working relationship between th e
MEETING OF STATE REPRESENTATIVES
SE PT E M B E R  22, 1926
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American Society and the State 
Society.
The following suggestions were 
made in the reports and discus­
sions :
The American Society can assist 
in securing as near uniform legis­
lation and uniform administration 
throughout the United States as is 
possible. A standard terminology 
is desirable, and this can be more 
easily obtained under the general 
direction of a national body. Cer­
tified public accountants should af­
filiate w ith other groups having 
somewhat similar problems in th a t 
they m inister to the needs of the 
public. Encourage the employment 
by State societies of an official who 
would receive pay for services ren­
dered, acting as an assistant secre­
ta ry  or under some other designa­
tion agreed upon, it being thought 
th a t the benefit which would come 
from the work of such an official 
would w arrant the small increase 
in dues which might be needed to 
finance the proposition. Assisting 
by means of propaganda in secur­
ing more nearly uniform ideas with 
regard to in terstate relations and 
the recognition which should be 
given to the certificate holders 
from other states. Cooperation 
with state boards by formulating 
examination questions from which 
selections could be made by any 
board, w ithout any attem pt a t 
handling or marking the papers. 
The American Society officially 
should be increasingly represented 
on invitation a t State Society meet­
ings. The service which is now be­
ing rendered to a certain extent in 
providing headquarters for mem­
bers when they come to Washing­
ton in connection with their busi­
ness should be increased. The re­
cently enacted provision in the 
Constitution for affiliated relation­
ship between the several state so­
cieties and the American Society 
should be put into practical effect. 
Encourage the plan of all-day 
State Society meetings, which will 
have a tendency to strengthen 
them. Encourage the State So­
ciety to establish chapters where
the number of members in any cen­
te r is sufficiently large to provide a 
group interest.
A t the conclusion of the discus­
sion the Board of Directors was 
requested to provide for the ap­
pointment of a Committee on Ex­
amination Questions, which should 
investigate the entire m atter and 
report to the board upon the ad­
visability of preparing suggestive 
questions which could be used by 
any State Board desiring them.
The President was also requested 
to name a committee which should
prepare a report for presentation 
to the Board of Directors suggest­
ing lines of activity which might 
be carried on by the State Repre­
sentative, or present a statem ent 
as to what the functions of Repre­
sentatives should be. The commit­
tee named consisted of James F. 
Welch of New Jersey, George P. 
Ellis of Illinois, and A. C. Upleger 
of Texas.
The meeting adjourned a t half­
past twelve Thursday morning, 
having been in session for four 
continuous hours.
REPORT OF EDITORIAL COMMITTEE
R eported  to  th e  A nnual C onvention of The A m erican  Society o f C ertified Public 
A ccoun tan ts, S ep tem ber 24, 1926.
Your Editorial Committee re­
ports th a t during the past year 
there have been published twelve 
issues of our official organ THE  
CERTIFIED PUBLIC ACCOUNT­
ANT. In these issues have ap­
peared both technical and general 
articles of an accounting nature, 
w ritten specially for the members 
of our profession. In addition, a r­
ticles of general interest have been 
published. A ra ther complete re­
port on the last annual meeting 
and the activities of the Board 
during the year has been written.
All m atters of a legislative na­
ture, pertaining to our profession, 
have been reviewed, and reports 
thereon have been prepared by Mr.
D. W. Springer, Chairman of the 
Legislative Committee, as well as 
one or two others. Each month 
examination questions of some 
state have appeared and in many 
issues solutions to examination 
questions have likewise been pre­
sented. The various State Soci­
eties and Boards have been kept in 
touch with by our general office 
and each issue has contained notes 
in respect thereto.
As in previous years, we have 
been called upon to publish obit­
uary notices of members not only 
of our Society, but of members of 
our profession who have passed on. 
Personal announcements have al­
so appeared monthly.
Such regular items as visitors in 
Washington and the directory of 
officials of the American Society 
have appeared monthly.
Most of the personal efforts of 
the Editorial Committee have, 
however, been devoted to the edi­
torials, one or more of which have 
appeared in each issue. As stated 
in a former report, the Editorial 
Committee has never had any de­
sire to prepare editorials to which 
all could unanimously subscribe. 
The purpose of the editorials has 
been to provoke discussion along 
lines which would be helpful and 
constructive to our Society.
The question no doubt occurs to 
the members of the American So­
ciety, as it has to the chairman of 
the Editorial Committee from 
time to time, as to  ju s t why we 
have an official organ. The fact 
th a t many may question the wis­
dom of the expenditures in con­
nection therew ith is perhaps evi- 
denced by the fact th a t the mail­
ing list during this past year has 
been very much reduced. A word, 
therefore, as to the viewpoint of 
the Editorial Committee in respect 
to this official organ may not be 
amiss.
In the first place, THE CERTI­
FIED PUBLIC ACCOUNTANT, 
the official organ of the American 
Society, is the mouthpiece of the 
 Society. I t  is only through the
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agency of the w ritten or printed 
word th a t the officers are able to 
keep in touch with the member­
ship which is as widely scattered 
as th a t of our own Society. A man 
can get along without a tongue 
and while he is technically 
known as dumb, he can live 
and exist and in many cases 
do im portant work. Likewise our 
Society could get along without a 
mouthpiece. The silence would, 
however, be very disturbing and 
many of our members would, with­
out doubt, lose all interest in the 
organization.
I t  is the vision of your Editorial 
Committee th a t the official organ 
should be more than the mouth­
piece of the officers in their com­
munications to the members. It 
should stand for certain ideals and 
principles. Your Chairman has 
felt deeply not only his responsi­
bility to the Society, but even more 
so the responsibility of the Society 
not so much to our own profession 
but to mankind generally. So 
much of our legislation is drafted 
with the underlying conviction th a t 
we are entitled to protection, w ith­
out a full realization of the respon­
sibilities which such protection 
carries, th a t it  is no wonder th a t 
many of the younger men enter 
our profession with very much the 
same feeling th a t an apprenticed 
bricklayer feels when he becomes 
a full-fledged member of the union, 
namely—th a t he is now in a po­
sition where he can demand ade­
quate compensation and recom­
pense for his labor.
If our civilization is to continue 
to advance, it  is necessary th a t each 
group of citizens serve all other 
groups in the peculiar way th a t it is 
best adapted. Your Editorial Com­
m ittee Chairman has very little 
sympathy with the rights, privi­
leges and prerogatives of the cer­
tified public accountant. He be­
lieves in taking every step th a t 
is necessary to protect such rights, 
but all of this, as the committee 
sees it, m ust be only as a  prepara­
tory measure, so th a t the certified
public accountant may be better 
equipped to unselfishly serve.
We are members of a great and 
honorable profession. Our profes­
sion has been blessed, taking into 
account its size, with perhaps a lar­
ger proportion of unselfish mem­
bers than most other professions. 
It is to the younger members tha t 
most of the editorials have been 
addressed, as it is to these men to 
whom we look to carry the torch 
in the future.
During the past year a special 
committee was appointed by our 
President to consider the mailing
list. This special committee with 
a vote unanimous, other than th a t 
of the Chairman of the Editorial 
Committee, decided to cut down 
the mailing list to the members 
of the Society, paid subscribers, 
and certificate holders of one year.
To say th a t all the members of 
the committee were wrong except 
one would be a foolish statement. 
Our Society is a democratic one, 
and the Chairman of the Editorial 
Committee bows to the vote of the 
majority.
FRANK WILBUR MAIN, C. P. A.,
Chairman.
REPORT OF THE COMMITTEE ON STATE 
LEGISLATION
R eported  to  th e  A nnual C onvention o f T he A m erican  Society of C ertified Public 
A ccountan ts, Sep tem ber 23, 1926.
Your Legislative Committee 
presents an exceedingly brief re­
port a t this time. This has been 
an off year in legislative affairs, 
which largely accounts for its 
brevity. I t is not necessary for us 
to more than refer to  certain 
events th a t have happened, the de­
tails relating to them having 
largely appeared in the various is­
sues of THE CERTIFIED PUBLIC 
ACCOUNTANT.
During the year one new attem pt 
a t “getting rich quick” with pub­
lic accountants as prospective 
suckers developed in California, 
from which state a public account­
ant broadcasted the entire country 
with a proposition to sell the title 
“Individual Public Accountant” to 
all comers a t so much per head 
with the understanding th a t he 
had copyrighted the designation.
Your Legislative Committee 
took up the m atter w ith the fed­
eral authorities, both the Commis­
sioner of Patents and the Post­
m aster General with the result 
th a t the idea never got beyond the 
embryo stage.
For some time there has been 
an agitation in different sections 
of the country as to whether the 
practice of some state board in 
examining persons who m ight de-
sire C. P. A. certificates but who 
did not reside in the state where it 
was intended to take the exami­
nation, was a good practice or not. 
The Kentucky State Board has re­
cently passed a resolution to the 
effect th a t they will not perm it 
any outsider to take the examina­
tion except a fte r they have corre­
sponded with the board of 
the state, district or territory  
of which the applicant is a 
resident and learned as to whe­
ther said applicant should be per­
mitted to take the examination in 
the state, territory  or district of 
his domicile.
The Supreme Court of Suffolk 
County, Massachusetts, handed 
down a decision which is of inter­
est to  all public accountants. They 
declared th a t working papers be­
long to the client for whom the ac­
countant was working when they 
were prepared but th a t said client 
m ust a t all times hold them open 
to inspection by the accountant 
in case the integrity of the report 
which was made should in any 
way be questioned. This decision, 
which is the first one of which we 
have knowledge covering this 
point, is not in accordance with 
the practice and understanding 
of public accountants heretofore
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and the question has been raised as 
to whether, for the purpose of se­
curing a final decision in the m at­
ter, an appeal should not be taken.
Louisiana was the second state 
to pass a complete regulatory law 
and a t the recent session of its  
legislature an amendment was 
passed which required an annual 
registration, which feature was 
omitted in the original act.
During the year the Supreme 
Court of Illinois declared the bill 
passed by their legislature last 
year, and which was of the regu­
latory type, void. This decision 
has been printed in full in THE 
CERTIFIED PUBLIC ACCOUNT­
ANT, together with comments 
thereon, so th a t it is only neces­
sary a t this time to add th a t Il­
linois is still operating under the 
law as it  existed prior to the pas­
sage of this last act.
The New York Court of Ap­
peals, in a decision rendered May 
25, 1926, and published in the Sep­
tember issue of THE CERTIFIED 
PUBLIC ACCOUNTANT, up-held 
the constitutionality of the law 
licensing real estate brokers. Since 
th a t time two other decisions have 
been rendered, one under date of 
June 8, 1926 and the other July 2, 
1926. The June case was th a t of 
Louis Weingast, Appellant, V. 
Rialto Pastry  Shop, Inc., et al., 
Respondents. That decision is 
recorded in the official edition of 
the New York State Reports for 
July 3, 1926. The July case was 
David B. Gray, Respondent, v. C.
H. Evans, Appellant. This is re­
ported in the official edition of the 
New York State Reports for Au­
gust 14, 1926. In these cases the 
court up-held the law as in the de­
cision which has been printed in 
full. These decisions are of inter­
est to public accountants on ac­
count of the fact th a t there is a 
similarity between the legislation 
thus upheld and the regulatory 
type which is generally favored by 
accountants and business men a t 
th e  present time.
The last New York Legislature 
did not pass any public accounting 
bills. THE CERTIFIED PUBLIC
ACCOUNTANT has already ac­
quainted you all with the situation 
as it existed so th a t nothing need 
be said a t this time beyond the 
fact th a t in view of previous re­
ports of your Legislative Commit­
tee, endorsing the two types of 
certificates as in their judgment 
being the most desirable form of 
accounting legislation, the chair­
man of your legislative committee, 
a t the request of the New York 
State Society of Certified Public Ac­
countants, appeared a t the public 
hearing held a t Albany with ref­
erence to proposed public account­
ing legislation, in opposition to 
th a t particular feature of the bill 
before them which would have 
waived in all public accountants 
who were to be recognized under 
the law in question.
Your committee has conferred 
with representatives from many 
states where plans are already be­
ing laid for legislative action next 
winter. We would earnestly urge
Pursuant to the following reso­
lution offered by Mr. Homer A. 
Dunn, seconded by Mr. A. Lee Raw­
lings, and passed a t the meeting of 
the Board of Directors on April 14, 
1926:
'‘I offer this resolution, th a t the 
President be authorized empow­
ered and instructed to appoint a 
committee of five members to in­
clude a t least two members of the 
Committee on Incorporation, which 
committee shall have full power 
and authority to examine into and 
investigate the whole subject of 
the official organ of the Society, 
decide the policy which should be 
pursued in the conduct thereof 
and take special measures to carry 
out such policies even including 
the incorporation of the official 
organ if th a t is their best judg­
ment.”
your committee submits the fol­
lowing report:
Your Committee made a study
th a t wherever any action is con­
templated sufficient time be taken 
in advance to thoroughly work out 
the details of the legislation desired 
and a t the same time to enlist the 
support of business organizations. 
Legislation th a t is secured entirely 
as the result of the activity of pub­
lic accountants is always open to 
the criticism th a t it is selfish in 
character. Legislation which is 
based on the public need is the 
most easily defended, not only in 
court but also in the business 
world.
LEGISLATIVE COMMITTEE,
D. W. Springer, C. P. A.,
Chairman.
James J. Fox, C. P. A.
James F. Hughes, C. P. A.
James K. Eagan, C. P. A.
Paul W. Pinkerton, C. P. A.
W. Q. Sharp, C. P. A.
Carl Penner, C. P. A.
Archie M. Smith, C. P. A.
Reynold E. Blight, C. P. A.
Seth L. Roberts, C. P. A.
of the finances and policies of the 
magazine with particular refer­
ence to the policy of furnishing 
each month a copy of THE CER­
TIFIED PUBLIC ACCOUNTANT 
to all certified public accountants, 
who are not members of The 
American Society, for whom the 
secretary’s office had an address. 
I t  has been the policy to make this 
free distribution each month and 
it has been done since the first is­
sue of THE CERTIFIED PUBLIC 
ACCOUNTANT, up to and includ­
ing the June, 1926, issue. (4½ 
yrs.) W ith the perfection of the 
Secretary’s records, and the 
growth of the number of C. P. A’s 
in the United States, the number 
of the free distribution list has 
been constantly increasing so th a t 
with the June issue of this year 
there were distributed to this 
group approximately fifty-five 
hundred (5500) copies of the mag­
azine. I t was fully realized tha t
REPORT OF COMMITTEE ON PUBLICATION
R eported  to  th e  A nnual C onvention o f T he A m erican  Society o f C ertified Public 
A ccoun tan ts, Sep tem ber 24, 1926.
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so long as such a large portion of 
the total circulation was distribu­
ted free, it would be impossible to 
obtain entry of the magazine as 
second class m atter with the 
United States Post Office, thus ef­
fecting a very substantial reduc­
tion in the mailing cost.
Your Committee, a fte r a thor­
ough study of this m atter decided, 
and so instructed the Secretary, to 
discontinue sending the magazine 
to this group of Certified Public 
Accountants, and it was discon­
tinued after the June, 1926, issue.
Your Committee has fu rther in­
vestigated the question of incor­
poration of the official organ as a 
separate entity, and recommends 
th a t the magazine be separately 
incorporated. I t was the pur­
pose of your Committee, proceed­
ing under the instructions of the 
resolution, authorizing it, to pro­
John J. B arry  and Company, 
Certified Public Accountants, an­
nounce the removal of their offices 
to the Kimball Building, 18 Tre­
mont Street, Boston, Mass.
Charles T. Haines, C. P. A., an­
nounces the removal of his office 
to the Rust Building, 1001 F if­
teenth St. N. W., Washington, D. 
C., where he will continue his gen­
eral tax  practice and accounting.
George B. Wilson & Company, 
Certified Public Accountants, Com­
mercial National Bank Building, 
Charlotte, N. C., have opened an 
office a t Florence, S. C., with W. B. 
Corbin, C. P. A., in charge.
C. W. Amos & Company, Certi­
fied Public Accountants, announce 
the removal of offices to 1816 Mun- 
sey Building, Baltimore, Md.
The firm of Courter, Rhyne and 
Shenton, 30 Church Street, New 
York City, has been dissolved by 
mutual consent, incident to the re­
tirem ent from public practice of 
William A. Shenton. H. W. Cour-
ceed with the incorporation if 
deemed advisable, but circumstan­
ces beyond our control have up to 
this time prevented the incorpo­
ration. I t  is the opinion of the 
Committee th a t it should be incor­
porated under the laws of the Dis­
tric t of Columbia as a commercial 
corporation with The American So­
ciety of Certified Public Account­
ants holding all except the quali­
fying shares of stock, which quali­
fying shares should be held in the 
name of certain designated officers 
of The American Society as trus­
tees for the Society.
Respectfully submitted,
Lester A. P ra tt, C. P. A.
Chairman.
Homer A. Dunn, C. P. A.
Frank Wilbur Main, C. P. A.
D. W. Springer, C. P. A.
W. L. Harrison, C. P. A.
te r and William C. Rhyne have 
formed a new partnership under 
the firm name of Courter and 
Rhyne, which will succeed to the 
practice of the old firm and con­
tinue a t the same address.
Samuel W. Lerer, C. P. A., and 
Jack J. Bikales, C. P. A., announce 
the formation of a partnership for 
the general practice of accountancy 
a t 1440 Broadway, New York City.
Mounteer & Mounteer, Consoli­
dated with Merrill Dodge Co., Pub­
lic Accountants, announce the re­
moval of the ir offices to 400 Law­
yers Bldg., 645 Randolph Street, 
Detroit, Mich.
The accounting offices of George
C. Williams are now located on the 
Thirteenth Floor of the Interna­
tional Commerce Building, 15 
Moore Street, New York City.
Kennon W. Parham, C. P. A., an­
nounces the opening of an office for 
the public practice of accounting 
a t 601 Odd Fellows Building, 
Raleigh, N. C.
Irving Kaufman, C. P. A., an­
nounces the removal of his offices 
to 1440 Broadway, New York City.
John H. Rawlings, C. P. A., an­
nounces the opening of an office a t 
716 Fidelity Bank Building, Mem­
phis, Tenn.
Forrest E. Ferguson & Co., an­
nounce the removal of their Al­
bany, New York, office to 202 
S tratton Building, and the removal 
of their Elmira, New York, office to  
408 Robinson Building.
Fraser, H iett, Wall & Effl er, A t­
torneys, 710 Home Bank Building, 
Toledo, Ohio, announce the asso­
ciation with their firm of John J. 
Kendrick, attorney and C. P. A., 
formerly with the Bureau of Inter­
nal Revenue, United States Treas­
ury Department.
Jarl W. Hanson, C. P. A., an­
nounces the opening of offices for 
the general practice of accounting 
a t 409 Lonsdale Building, Duluth, 
Minn.
The Minneapolis office of Has­
kins & Sells has been moved from 
532 Security Building to 216 Se­
curity Building.
William C. Heaton, Paul A. Cul­
linan and John J. Helmus, Certi­
fied Public Accountants, announce 
the dissolution of the partnership 
of Heaton, Cullinan and Helmus, 
New York City, September 30, 
1926.
William C. Heaton and Chris L. 
Roscher, Certified Public Account­
ants, announce the formation of a 
partnership to continue their prac­
tice under the firm name of W. C. 
Heaton and Company, with offices 
a t 25 West 45th Street, New York 
City.
A rthur S. Swenson, C. P. A., for­
merly with the firm of M artin Kort- 
john and Company, 15 Park Row, 
New York City, announces the 
opening of offices a t 311 F ifth  Ave­
nue, New York City.
ANNOUNCEMENTS
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The Income Tax Problem of the Installment 
Dealer
By H O W A RD  W . H IN M A N , C ertified Public  A ccountan t, O klahom a C ity, O klahom a.
ON account of the large increase in sales of per­sonal property on the installment plan, and the 
option the Government allows a taxpayer coming 
within the definitions of an installment dealer to re­
tu rn  his gross income from sales on the installment 
basis, many dealers are turning to the public account­
ant for his advice as to whether or not they could 
benefit by adopting the installment method.
Since Treasury Decision 3921, recently published, 
permits a taxpayer selling goods on the installment 
plan to amend his returns as fa r back as the Statute 
of Limitations will not prevent, and file claims for 
refund, if the tax  as computed under the installment 
basis is less than under the form er basis, accountants 
no doubt will be called upon to explain to dealers in­
terested the effect of th is provision.
No doubt, many individuals who have not fully 
analyzed the effect of the installment method of re­
turning income, will jump a t the conclusion th a t the 
taxpayer can realize a big saving under this method. 
This is a  mistake. The tax  is no t  saved; it is merely 
deferred from year to year, and the amount of income 
to be deferred depends upon the following elements:
(1) The term s of sale;
(2) Annual increase, if any, in sales;
(3) Per cent of year’s sales collected in current 
year; and,
(4) Fluctuation of gross profits.
Let us assume th a t a  certain installment dealer 
calls in an accountant, informs him th a t he wishes to 
change his method of returning income from the ac­
crual basis to the installment basis, and to amend his 
returns for prior years, beginning with the calendar 
year 1922.
Of course the accountant would need some time to 
make an investigation, before he would definitely ad­
vise the client to change. However, a general analy­
sis of the four elements mentioned above would be of 
help to him, and more or less of a short cut. Let us 
assume th a t conditions were as follows:
A nnual
increase  G ross T erm s o f 
Y ear A nnual Sales in  S ales P ro fit Sales
1921  . $80,000 ......... 30% 10% down
1922  ..................  90,000 10,000 30% and
1923   100,000 10,000 30% 10%
1924  .................... 110,000 10,000 30% p e r
1925  ........... 120,000 10,000 30% m onth
Let us assume also th a t one-twelfth of each year’s 
sales were made each month, and th a t all payments 
were collected as they became due.
The following analysis of the  credit side of the
year’s “Installment Contracts Receivable,” general 
ledger control account shows th a t 62.5 per cent of the  
current year’s sales were collected in the current 
year, and th a t consequently the remaining 37.5 per 
cent were collected in the second year, since sales 
made in the last month of the current year would 
be entirely collected by the end of the ninth month 
of the second year.
IN ST A L L M E N T  CON TRA CTS R E C E IV A B L E  
1922
Down p aym en ts  In s ta llm en t paym en ts 
Ja n ., B y cash  10% o f $7,500 o r  $750
Feb., B y cash  10% o f 7,500 o r  750 10% o f $7,500 o r $750
M ar., B y cash  10% o f 7,500 o r  750 10% o f 15,000 o r  1,500
A pr., B y cash  10% o f 7,500 o r  750 10% o f 22,500 o r 2,250
M ay, B y cash  10% o f 7,500 o r  750 10% o f 30,000 o r  3,000
June, B y cash  10% of 7,500 o r  750 10% o f 37,500 o r 3,750
Ju ly , B y cash  10% o f 7,500 o r  750 10% o f 45,000 o r  4,500
A ug., B y cash  10% o f 7,500 o r  750 10% o f 52,500 o r 5,250
Sept., B y cash  10% of 7,500 o r  750 10% o f 60,000 o r  6,000
Oct., B y cash  10% o f 7,500 o r  750 10% o f 67,500 o r 6,750
Nov., B y cash  10% of 7,500 o r  750 10% o f 67,500 o r 6,750
Dec., B y cash  10% o f 7,500 o r  750 10% o f 67,500 o r 6,750
T ota l down pay m en ts____  9,000
T o ta l in s ta llm en t p ay ’ts__47,250 47,250
T o ta l p aym en ts  collected... 56,250
R atio  o f p a y ’t s  to  sa les— 62.5%
We will now determine whether or not the taxpayer 
is deferring enough income to w arrant his changing 
to the installment basis.
A ccru a l B asis
1922 1923 1924 1925
Sales __________________  $90,000 $100,000 $110,000 $120,000
G ross p ro fit p e r  cent.____ 30% 30% 30% 30%
G ross p ro fit in  do llars___ 27,000 30,000 33,000 36,000
In s ta llm en t B asis
C ollections:
1921 accounts _____ ______  $30,000
1922 a c c o u n ts ......... ........... ..... 56,250 $33,750
1923 accounts _____________  62,500 $37,500
1924 accounts ____________  68,750 $41,250
1925 a c c o u n ts _____________  75,000
G ross incom e to  be rep o rted —
30% o f 1921 c o lle c tio n s__ 9,000
30% o f 1922 collections __ 16,875 10,125
30% of 1923 collections __ 18,750 11,250
30% of 1924 collections __ 20,625 12,375
30% of 1925 collections — 22,500
T o ta l incom e rep o rted  — 25,875 28,875 31,875 34,875 
Incom e deferred  -----------  1,125 1,125 1,125 1,125
The above analysis shows th a t w ith an annual in­
crease in sales of $10,000, with a constant gross profit 
ratio, the amount of income deferred from year to 
year is only $1,125. Under the same conditions, but 
w ith an annual increase of $25,000 in sales, the 
amount of income deferred annually would be $1,125
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divided by 10, the quotient being multiplied by 25, or 
$2,812.50. This does not offer much encouragement 
to the client to change to th e installm ent basis. Let 
us next consider an annual increase in sales of 
$10,000, w ith  an annual increase in gross profit ratio  
of 1 per cent.
A ccrual B asis 
1922 1923 1924 1925
Sales ............ .............. $90,000 $100,000 $110,000 $120,000
G ross p ro fit p r. ct... 30% 31% 32% 33%
Gross profit in  dol’s 27,000 31,000 35,200 39,600
In s ta llm en t B asis
Collections:
1921 accounts ..........................  $30,000
1922 accounts ..........................  56,250 $33,750
1923 accounts ..........................  62,500 $37,500
1924 accounts ..........................  68,750 $41,250
1925 accounts ..........................  75,000
G ross incom e to  be rep o rted —
29% of 1921 collections ......  8,700
30% o f 1922 collections ___ 16,875 10,125
31% of 1923 collections ......  19,375 11,625
32% of 1924 collections ...— 22,000 13,200
33% of 1925 collections ......  24,750
T o ta l incom e rep o rted ___ 25,575 29,500 33,625 37,950
Incom e deferred  _______  1,425 1,500 1,575 1,650
The above illustration shows that the amount of 
income deferred each year increases $75.00, or $7.50 
per thousand of increase in sales. If th e annual in­
crease in sales were $25,000, the annual increase in  
the annual increase would be $187.50, as fo llow s:
1922 1923 1924 1925 
Incom e deferred  ........... $3,056.25 $3,243.75 $3,431.25 $3,618.75
Had the volume of sales the first year been $10,000 
larger, it  would have produced a still larger difference 
of $37.50, as:
1922 1923 1924 1925
Sales ................................  $100,000 $125,000 $150,000 $175,000
G ross pro fit __________ ____30% 31% 32% 33%
Incom e d e fe rred  ......... 3,093.75 3,281.25 3,460.75 3,656.25
The above differences seem  trivial, but they  do help 
us to arrive at a formula by which the differences 
can be computed when th e volum e of sales is much 
larger. For instance, i f  th e sales o f the year 1922 
were $500,000 instead of $100,000, and the annual 
increase in sales o f $25,000 and 1 per cent gross profit 
w ere still applicable, instead of the amount deferred  
each year being $37.50 more than for the correspond­
ing year under the first illustration, it  would be 
$1,537.50 more, as :
1922 1923 1924 1925
Sales .................................  $500,000 $525,000 $550,000 $575,000
G ross pro fit ra tio  ................... 30% 31% 32% 33%
Incom e de fe rred  ........... 4,593.75 4,781.25 4,960.75 5,156.25
These illustrations have served m erely to arrive 
at basic principles which we can apply to the peculiar 
conditions of each individual client. The surface of 
possible combinations o f conditions has hardly been  
scratched. Suffice it to say that on the basis of 10 
per cent down and 10 per cent per month, there is  
not much encouragement to change to the installm ent 
basis, unless the other conditions are unusual.
L e t  us now consider in a  sum m ary w ay  two other
general term s of sales, n am ely; 10 per cent down and
5 per cent p e r month, and 5 per cent down and 5 p e r  
cent p e r month. I f  a ll the paym ents w ere  collected 
a s  they  becam e due a s  assum ed in the previous illu s­
trations, the accounts would be pa id  out a s  fo llo w s:
10% down and  5% dow n and
5% p e r  m on th  5% p e r  m onth
F ir s t  y e a r  ... .................................  37% 32%
Second y e a r  ...................................  54% 56%
T hird  y e a r .....................................  9% 12%
T ota l ...................................  100% 100%
I t  is  obvious th at under the second plan  w ill re su lt  
in d e ferrin g  more income than the first, and th at the  
th ird  plan  w ill re su lt in  deferrin g  more income than  
the second. In sum m ary form , w ithout supply ing  
the details, the com parison is  a s  fo llo w s:
1922 1923 1924 1925
Sales .............. ...........................  $90,000 $100,000 $110,000 $120,000
G ross p ro fit ra tio  ...............  30% 30% 30% 30%
A nnual incom e defe rred :
F ir s t  p lan  ..........................  1,125 1,125 1,125 1,125
Second p lan  .....................  2,160 2,160 2,160 2,160
T h ird  p lan  ................ .........  2,400 2,400 2,400 2,400
In  the above illu stration , w e have used an annual 
in crease  in sa le s  of $10,000, w ith  the g ro ss profit ratio  
constant. In the following illustration, w e w ill use  
an annual in crease  in sa le s  of $25,000, w ith  the g ro ss  
profit ratio  constant:
1922 1923 1924 1925
Sales .......................................  $90,000 $115,000 $140,000 $165,000
G ross p ro fit ra tio  ...............  30% 30% 30% 30%
A nnual incom e deferred :
F ir s t  p lan  ... .................... 2,812.50 2,812.50 2,812.50 2,812.50
Second p lan  ...... ...............  5,400.00 5,400.00 5,400.00 5,400.00
T h ird  p lan  ........................  6,000.00 6,000.00 6,000.00 6,000.00
I t  i s  obvious th at under the second and th ird  p lan s  
there is  more encouragem ent to change, but even  
then, without an in crease  in g ro ss profit ratio  from  
y ea r to year, w ith  a  considerable increase in volume 
of sa le s, there could not be a  g reat deal of income 
deferred . L e t  us study some of the variatio n s of the  
th ird  plan.
1922 1923 1924 1925
Sales ...........................................  $90,000 $100,000 $110,000 $120,000
G ross p ro fit ..........................  30% 31% 32% 33%
G ross p ro fit in  do llars ......  27,000 31,000 35,200 39,600
G ross incom e rep o rted  on
in s ta llm en t b asis  ..........  23,984 27,824 31,864 36,104
G ross incom e deferred  ... 3,016 3,176 3,336 3,496
1922 1923 1924 1925
Sales ... .............. ................ ..... $90,000 $115,000 $140,000 $165,000
G ross p ro fit ra t io  ................  30% 31% 32% 33%
G ross p rofit in  do llars ......  27,000 35,650 44,800 54,450
G ross incom e rep o rted  on 
in s ta llm en t basis ..........  20,540 28,790 37,540 46,790
G ross incom e defe rred  ... 6,460 6,860 7,260 7,660
Had the sales of the first year been $10,000 larger, 
th is would have made a further increase of $80.00, a s :
1922 1923 1924 1925
Sales .............. .........................$100,000 $125,000 $150,000 $175,000
G ross p ro fit ra tio  ........... ...  30% 31% 32% 33%
G ross incom e de fe rred  ......  6,540 6,940 7,340 7,740
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M any individuals m ight draw the conclusion that 
the larger th e volume o f sales, the larger the income 
to be deferred. This is possible only where there is  
either an unusual annual increase in sales, the gross 
profit ratio rem aining constant; an ordinary annual 
increase in sales, the gross profit ratio increasing  
from  year to year; or, a combination o f both. The 
follow ing figures show th at w here the gross profit 
ratio fluctuates up and down, not even a volume of 
$500,000 o f sales annually, w ith  an annual increase o f 
$25,000 can make a great deal o f d ifference:
A nnual increase  Incom e
Y ea r A nnual sa les  in  sa les G ross p ro fit d efe rred
1920   $450,000 $.............  30% $___________
1921   475,000 25,000 31% ___________
1922  ____ 500,000 25,000 30% 3,340
1923   525,000 25,000 31% 8,000
1924   550,000 25,000 30% 4,060
1925   575,000 25,000 31% 8,350
In all o f the above illustrations, the sales and the  
gross profit ratios o f the years prior to the basic year  
(1922) have been taken into consideration, as the col­
lections made in 1922 and applicable to those years 
m ust be included in the income for the year 1922. 
This is because o f the fa ct th at Treasury Decision  
3921 does not perm it th e exclusion from  the current 
year’s income of any collections made on prior years 
accounts, although the profit on those sales has been  
reported once on the accrual basis. I f  it  were not for  
th a t (and it  is  possible th at th is m ay be reversed) 
the taxpayer could benefit from  the change during the  
first year on th e basis o f 10 per cent down and 10 
per cent per month, and during the first and second 
years on th e other two bases of 10 per cent down and
5 per cent per month, and 5 per cent down and 5 per 
cent per month, respectively.
B y assum ing ideal situations in the preparation  
of the above illustrations, w e have a certain margin  
of sa fety  upon which to work. That is, there is  al­
w ays certain to be a  number o f delinquent accounts, 
which, if  the per cent increases from  year to year, and 
the term s of either the second or third basis are in 
effect, the amount o f income deferred from year to  
year will be more than we have calculated. However, 
in the case of the first illustration of 10 per cent down 
and 5 per cent per month, i f  10 per cent of the ac­
counts were always one month in arrears, 61.75 per 
cent of the year’s sales would be collected in the cur­
rent year instead o f 62.5 per cent— a very small d if­
ference. It is true also th at the sales m ight not be 
distributed uniform ly throughout the year, but m ight 
be light in the summer and heavy in the spring and 
fall. However, if  th is is consistent from  year to year, 
it  ought to make very little difference, i f  any.
If, then, an accountant is called upon to advise a 
client w hether or not he could derive any benefit from  
a change, to the installm ent basis, he could inform  
him  th at ordinarily, unless the custom ers’ paym ents 
were deferred over a period of tw o or three years he 
could not benefit, provided there were no other un­
usual conditions in h is favor. The greatest factor  
would be an annual increase in th e gross profit ratio, 
and since we could hardly expect a good th ing like 
that to continue indefinitely it  would not be w ise to  
depend too much upon that.
Nothing h a s  been sa id  in th is  a rtic le  in respect to 
changing from  the ca sh  rece ip ts and disbursem ent 
b a s is  to the installm ent b a s is  a s  it  i s  obvious th at  
between the la tte r method and the form er, the ta x ­
p ay e r could d e fe r a  considerable amount of income 
under the latter. H owever, he would reap  no ultim ate  
benefit from  so changing a s  he would be m erely ac­
cum ulating a  b ig  liab ility  fo r t a x  th at he would have  
to pay  some day.
If ,  then, an accountant should be called upon to 
ad v ise  a  client w hether or not he could derive any  
benefit from  changing to the installm ent b a s is  he  
could inform  him th a t o rdinarily , unless the collection 
of each y ea r ’s  sa le s  w ere  deferred  over a  period of 
two or th ree  y ears, he could not benefit, provided  
th ere  w ere  no other unusual conditions in h is  favo r. 
The g reate st facto r would be an annual in crease  in  
the g ro ss profit ratio  and, since w e can not expect a  
good th ing to continue indefinitely, it  would not be 
w ise  to depend too much upon that.
Nothing h a s  been sa id  so f a r  in th is  artic le  w ith  
respect to changing from  the ca sh  rece ip ts and d is­
bursem ent b a s is  to the installm ent b a sis . In  order 
th at the two m ay be compared the following illu stra­
tion is  p resen ted :
Term s: 10 Per Cent Down and 10 P er Cent Per Month 
1922 1923 1924 1925
C ash R eceip ts and
D isb u rsem en ts:
Sales --------------------------  $90,000 $100,000 $110,000 $120,000
C ollections:
1921 accounts ............. 30,000
1922 accounts ............. 56,250 33,750
1923 accounts ............ 62,500 37,500
1924 accounts ............. 68,750 41,250
1925 accounts ............. . 75,000
T ota l incom e _ _  86,250 96,250 106,250 116,250
In s ta llm en t B asis :
30% of 1921 collect.... 9,000
30% of 1922 collect,... 16,875 10,125
30% of 1923 collect.... 18,750 11,250
30% of 1924 collect,... 20,625 12,375
30% of 1925 collect.... 22,500
T o ta l incom e _ __ 25,875 28,875 31,875 34,875
However, the comparison would not end here a s  the  
taxp ay e r would deduct from  h is cash  rece ipts the cost 
of m erchandise actually  paid  fo r during the year. 
A ssum ing that he paid  the entire cost of the goods 
sold during the y ear (70 per cent of the sa le s) , h is net 
income a s  f a r  a s  h is  m erchandise transactions a re  
concerned would be a s  fo llo w s:
1922 1923 1924 1925
C ollections ___________ $86,250 $96,250 $106,250 $116,250
M erch. pu rchases ____  63,000 70,000 77,000 84,000
N e t incom e r e p o r te d __ 23,250 26,250 29,250 32,250
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From th e preceding illustration it  can be seen that  
i f  he changed to the installm ent basis, he would be 
reporting an additional annual income of $2,625.00. 
However, it  is very probable th at he would not pay  
for h is entire purchases in the year o f the sale so 
th at his net income from  sales would be less than  
under the installm ent method. The question o f 
changing from  the cash receipts basis to the install­
m ent basis is one to be decided by the attending cir­
cum stances and should not be arbitrarily recom­
mended or discouraged w ithout a careful study of 
each individual taxpayer’s case.
PRESIDENT COUNCILOR VISITS 
NORTH CAROLINA
President Councilor attended the Seventh Annual 
M eeting o f the N orth Carolina Association of Certi­
fied Public Accountants which w as held in Raleigh on 
October 15 and 16. There were in attendance at the  
business m eeting 34 Fellows out o f a total o f 50— an 
exceptional showing. In fact, the entire m eeting was 
exceptionally good, both in the interest displayed at 
the business sessions and in th e entertainm ent pro­
vided for the members and their friends.
Dr. E. C. Brooks, President of the S tate College, 
spoke on “County Government,” discussing its  rela­
tion to the business of the certified public accountant. 
J. W. Bailey took as h is subject “The Relationship  
between the Accountant and the Lawyer.” Inter­
esting  discussions followed these addresses.
Mr. Councilor discussed th e  relationship existing  
between The American Society and the various state  
societies as they  now existed and showed the advan­
tages which would follow from  the closer and official 
affiliation authorized by the recently adopted by-laws 
of The American Society. A t its  business m eeting  
the Association authorized its Board o f Directors to  
negotiate w ith  The American Society for affiliation 
w ith  full power to act in the prem ises.
The banquet on the evening of the 15th was a de­
lightfu l feature of the convention. The addresses, 
which were short and of a humorous nature, were fo l­
lowed by several splendid entertainm ent features.
The following officers were elected for th e ensuing  
y ea r :
J. J. Bernard, C. P. A., Raleigh, President.
W alter Charnley, C. P. A., Charlotte, V ice Pres.
Geo. E. Wood, C. P. A., Charlotte, Sec.-Treas., re­
elected to succeed h im self for the eighth  consecutive 
year.
These officers, together w ith B. McCabe, C. P. A., 
o f W ilmington, and George H. Emory, C. P. A., of 
Charlotte, constitute the Board of Directors.
SECRETARY SPRINGER VISITS NEW  YORK
The Fourth All-Day and Evening Conference o f th e  
N ew  York State Society o f Certified Public Account­
ants was held a t the W aldorf-Astoria Hotel, N ew  
York City, on Thursday, October 21, 1926. The Sec­
retary of The American Society of Certified Public 
Accountants, having been invited, spent a very en­
joyable day w ith  th e N ew  York brethren.
W hen the Secretary arrived he found th at the  
morning session had been moved forward half an 
hour so th at he w as not perm itted the pleasure o f  
listening to th e opening address by Dr. Joseph J. 
Klein, President o f the N ew  York State Society.
The Conference was in the m idst o f the business 
session when he arrived. Four special m atters of 
business had been listed.
The A ccountant’s Club o f America, Inc., was re­
ported on by Robert H. Montgomery, its  President. 
The organization has recently been effected w ith  tw o  
classes o f membership, resident and non-resident. 
The headquarters will be a t the H otel Belmont. The 
Secretary o f The American Society was perm itted to  
file application No. 1 for a non-resident membership  
and while, of course, he can never hope to equal, from  
an advertising standpoint, th e record set by Frank  
Broaker as C. P. A. No. 1, he w as very glad of the  
opportunity to endorse the project in th is manner.
The Committee on General Revision of the Consti­
tution and By-Laws of the Society reported that in  
view of prospective changes in the rules and regula­
tions governing C. P. A .’s in New  York, they  were o f  
the opinion th a t a general revision should not be a t­
tempted at th is tim e.
Two specific amendments were proposed: One, au­
thorizing a legislative com m ittee membership of from  
five to eleven, was adopted; the other, providing fo r  
an associate membership open to holders of C. P. A . 
certificates granted by other sta tes where the holders  
were now practicing in N ew  York, was defeated, al­
though it  had an unanimous report of the com m ittee  
in its  favor. The argum ent suggested by the com­
m ittee against a general revision of the Constitution  
was used by the opponents o f the proposition as a. 
basis for asking th at it  be defeated at th is  time.
Luther K. W atkins reported for the Buffalo Chapter 
of the New York Society, indicating a very happy  
growth since its organization.
During the day the members present from  outside  
of New  York City were introduced and the follow ing  
officials of other accounting organizations: D. W. 
Springer, Secretary of The American Society of Cer­
tified Public A ccountants; William H. W est, President 
of the American Institute o f A ccountants; Frederick  
H. Hurdman, A cting Secretary o f the American In­
stitu te of A ccountants; James F. H ughes, President o f  
the Society o f Certified Public Accountants of the  
State o f N ew  J ersey ; and V ice President of the Am er­
ican Society o f Certified Public Accountants; S. Earl
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Shook, President of the Connecticut Society of Certi­
fied Public Accountants; Richard FitzGerald, Vice 
President of the M ichigan A ssociation of Certified 
Public Accountants.
Legislation was discussed by the members of the  
L egislative Committee, the arrangem ent for presenta­
tion having been made on an alphabetical basis.
Henry Aitkin, Jr., presented a copy of the two-class 
bill w hich he prepared for the last session of the New  
York Legislature and discussed the value of that 
type o f a regulatory law.
P. W. R. Glover, who w as th e Chairman of the  
L egislative Committee last year, argued for future 
action in th e form  of amending th e present C. P . A. 
law by granting to the Board of Regents greater  
powers than they already possess, w ith  th e hope th at 
after th is had been done it  m ight be possible for the  
accountants of New  York to become more united re­
garding the final type of legislation which should be 
endorsed.
J. S. M. Goodloe spoke in favor of returning to the  
type o f a law which had been originally favored by  
the N ew  York Society. W hile of th e two-class type 
in general it differed som ewhat from  the proposal of 
Mr. Aitkin. He was especially insistent th at the So­
ciety should not mark tim e and aw ait developments, 
but that rather it should be aggressive.
Kenneth McEwen, the counsel for the Society, pre­
sented an historical statem ent o f the la st legislative  
session and suggested th at th e N ew  York Society  
m ust necessarily begin its  legislative program for  
next year where th e legislature le ft the situation at 
its  last session. A t th at session th e two-class type  
had not been favored to th e extent o f reporting it  
out o f the com m ittee. The w aiver opening type, rep­
resented by th e H utchinson-Downing Bill, had been  
defeated. The Cuvillier Bill, which w as of an amen­
datory type, w as not acted upon. He therefore  
thought th at the Society action should start w ith  the  
Cuvillier Bill.
Robert H. M ontgomery expressed h is  belief that 
N ew  York legislative action should keep in mind two 
results which he believed necessary for the welfare of 
any profession. A  dilution should not be permitted. 
The present standard should, therefore, be a t least 
maintained i f  not increased and the State Society  
should represent the profession at all tim es.
Homer S. Pace brought out the point that while we 
should keep in mind the ideal there was a practical 
side to all legislation which should not be overlooked. 
O fttim es greater progress is made than anticipated  
by accepting som ething less than what we think we 
should have, provided w hat w e do obtain represents 
an advancement, even though the gain m ay be small.
Following these presentations by the members of 
th e  Legislative Committee, th e Secretary of The 
American Society, who has been Chairman of the 
L egislative Committee of the American Society since 
its  organization and is serving on his fifteenth year
as Secretary o f the M ichigan State Board of Account­
ancy, was invited to speak. The points which he a t­
tem pted to emphasize w ere: F irst, that there should 
be united action on the part o f the Society if  much 
was to  be accomplished. In th e second place the  
L egislative Committee should be given power to rep­
resent the Society a t all tim es. L egislatures often  
produce situations requiring immediate action and a 
legislative com m ittee w ithout power is  usually value­
less. The com m ittee should be so representative 
that a vote o f confidence m ay be given it  in advance 
and then it  should not be handicapped by interfer­
ence in its plans. Third, the regulatory type o f  
legislation should be endorsed by business interests  
and the public generally. Regulatory legislation is 
not class legislation. It ought not to  be necessary 
for accountants, through their sta te  Society, to 
dem onstrate th e value o f regulation. The investing  
interests realize that incom petent or unscrupulous 
public accountants should be eliminated. Fourth, 
the Secretary expressed h is opinion th at strong state  
societies were th e m ost im portant need of the ac­
counting profession today and that members of such  
societies should support national organizations which  
recognize state control as essential. Public account­
ants cross sta te  lines to a greater exten t than mem­
bers o f any other profession and i t  is necessary that 
the sta te society, working in cooperation w ith  th e  
state board, maintain a general supervision over the  
individuals or th e standards o f the profession will be 
lowered as the result o f individual greed becoming 
stronger than cooperative e sp r it de corps.
In th e afternoon the first address was given by  
Honorable J. Gilmer Korner, Jr., Chairman of the  
United States Board of Tax Appeals. This address 
appears in full in th is issue. It was discussed by 
several of the members and Chairman Korner an­
swered questions which w ere asked of him by others. 
Special points brought out in the discussion and ques­
tions were: (1) The large savings which have come 
to taxpayers by reason of the fact th at such a Board 
of Appeals existed, the attitude o f the Treasury De­
partm ent having completely changed in m any in­
stances since its  organization; (2) the fact that the  
Commissioner had appealed to courts in such a small 
number of cases indicates th at he has fe lt  that the  
decisions o f the board would be sustained by the court 
as against h is contentions; (3) the fact remains, how­
ever, th at the Commissioner has sought a legislative  
remedy rather than a legal remedy for some of the  
cases which have been decided against him, although  
m ost retroactive amendments have been obtained be­
cause of an assurance to Congress th at they  were 
favorable to the public; (4) the number of appeals by  
taxpayers is about the same as the number of appeals 
by th e Commissioner.
(5) In answer to the suggestion th at there was a 
species o f “passing the buck” in m any of the cases 
which had been sent to th e board, it  w as indicated
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by Chairman Korner th at the unusually large number 
o f  cases last spring was due to the approach of the  
period of lim itation and was m erely an attem pt to  
g e t  over the peculiar situation for w hich there ap­
peared to be no other remedy. Since that tim e there 
h as been a decrease in the number o f appeals which  
would indicate more carefully considered letters and 
th a t the crucial tim e elem ent had been removed.
(6) R eferring to the importance o f the work of the  
Board of Tax Appeals it  developed th at the money 
value o f cases directly passed upon by it is in the 
neighborhood of $325,000,000, but the indirect value 
o f  the decisions thus rendered is much larger, as many 
tim es the decision in a single case before the board 
determines the result of many other cases involving  
sim ilar points.
(7) The necessity for establishing a small filing 
fee  in order th at the tim e o f the board m ight not be 
unduly devoted to valueless cases w as seen when the  
excuse given for bringing one case w as the fact that 
somebody in th e Bureau of Internal Revenue had kept 
th e  claimant w aiting for a period of two hours at one 
tim e and it  w as only fa ir  that some annoyance should 
be m eted out to the Bureau in return therefor, and 
th e  fact th at in another case the amount involved w as  
only ninety-nine cents, although as much tim e and 
energy would be required by th e board in deciding 
the case as i f  the individual in question had a possible 
loss of a  reasonable amount.
John R. W ildman had prepared a paper on “Clas­
sification of Accountancy Services,” but was un­
able to be present and a mimeograph copy o f the  
classification, together w ith  introductory remarks 
which he had prepared, was given to each person  
present. Homer A. Dunn made a general statem ent 
w ith  regard to the same.
The regular program had occupied the entire morn­
ing  session, but an hour and a half was given over in 
th e  afternoon to a discussion of th e legislative situa­
tion. Probably th irty  different members spoke, both  
in  argum ent and rebuttal. H alf a dozen different 
propositions were suggested  by means o f motions, 
amendments and substitutes, w ith  the result that six  
o’clock arrived w ithout any definite action having  
been taken but w ith  th e desire uppermost th at during 
th e evening session some resolution m ight be offered 
which could be adopted unanimously.
During th e luncheon hour groups of accountants 
were together for discussion and good fellowship. 
The sam e w as true at dinner tim e. The officers of 
the State Society and several invited friends were 
gu ests o f Dr. Klein for a dinner party of about 
tw enty.
The evening session w as one of the m ost interesting  
which the Secretary had ever heard. It was a sym ­
posium on the “Relation Betw een the Credit Men and 
the Certified Public Accountant,” presented in the  
first instance by four leaders in the credit men field. 
Edmund W right, Secretary and Treasurer of Edmund
W right, Ginsberg & Co., Inc., presented the subject 
from the point of view  of the commercial credit man. 
Joseph L. Morris, Vice President of the M anufactur­
ers Trust Company, discussed it from  the point of 
view of the bank credit man. A. S. Prescott, A ssist­
ant Manager and Credit M anager of the Commercial 
Paper Departm ent o f Merrill, Lynch & Co., viewed it 
from the standpoint o f the commercial paper credit 
man and W illiam B. W eston of Harris, Forbes & Co., 
spoke from the point o f view  of the investm ent bank 
credit man.
Following th e form al papers, several credit men 
present, together w ith  a number of public account­
ants, discussed the general topic. The view s pre­
sented in the papers were of so much value to certi­
fied public accountants, th at an effort will be made to  
give our readers the benefits of them  at different 
tim es.
Following th is discussion the members returned to  
the item  of business and finally adopted a resolution  
offered by Col. Montgomery, the purport of which  
was th at the membership was confident that the  
L egislative Committee to be appointed by President 
Klein would be so representative, judicial and tactful 
as th at the interests o f the New York State Society  
could be safely entrusted to them  for proper solution. 
It is estim ated that during the day five hundred d if­
ferent persons attended the conference.
ACCOUNTANTS’ DAY CELEBRATION— SESQUI- 
CENTENNIAL EXPOSITION, PH ILADEL­
PHIA, SEPTEM BER 25TH, 1926
T HE PE N N SY L V A N IA  INSTITUTE OF CERTI­FIED PUBLIC ACCOUNTANTS entertained  
as guests a large number o f v isiting  accountants from  
various parts of the United States at the “Account­
ants’ D ay” celebration held a t the Sesqui-Centennial 
Exposition, Philadelphia, on Saturday, September 
25th, 1926. The day w as designated in  the official 
registers of the exposition as “A ccountants’ D ay” as 
a compliment to th e profession. The Pennsylvania  
Institute, in keeping w ith  the spirit o f the occasion, 
prepared a program, patriotic as well as entertaining. 
B y ten-thirty in the m orning the members and guests, 
including m any ladies, had gathered in the “Franklin  
Room” o f the Benjam in Franklin Hotel preparatory 
to leaving in busses for a ride across the great Dela­
ware River Suspension Bridge and return and then  
direct to the Sesqui-Centennial grounds. The mem­
bers o f the profession had not forgotten th at the  
N ation’s m ost sacred relic reposes in Philadelphia and 
accordingly a brief stop was made at Independence 
Hall for the purpose o f placing a wreath upon the  
Liberty Bell.
The busses arrived a t the Sesqui-Centennial about 
half-past eleven, where th ey  were boarded by guides 
who described to the gu ests the various buildings
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and other points o f interest during a tour of the E x­
position grounds. The Pennsylvania State Building  
was reached about noon, where, through the courtesy  
of the S tate Commission, “Convention Hall” had been  
set aside for the exclusive use o f the accountants for  
holding patriotic exercises. These consisted in the  
singing o f “America” and other patriotic songs and 
th e paying of a tribute to “Old Glory” by a girl scout 
and a boy scout acting for the assembled guests. 
President Magee o f the Pennsylvania Institute then  
greeted the v isiting  accountants and introduced Dr. 
Davis, City Statistician  and personal representative
of the Mayor of Philadelphia, who in behalf o f th e  
City and Exposition officials welcomed the v isitin g  
members of the profession and their guests.
Upon conclusion o f the exercises a  short walk  
brought the visitors to the “Alpine H aus” restaurant, 
where luncheon was served. A  musical program ren­
dered by Sw iss Yodelers during the lunch added to  
the enjoym ent o f all. About 3 o’clock those as­
sembled divided into groups for the exchange o f  
personal felicitations and then gradually dispersed to  
roam around the spacious grounds of the Exposition  
w ith their numerous attractions.
A ddress o f  W e lc o m e  to T h e  A m erican S ociety  of 
C ertified Public A ccou n tan ts
A N N U A L  M E E TIN G , W A SH IN G TO N , D. C., S E PT E M B E R  23, 1926
I T is  w ith  peculiar pleasure that I take th is opportunity o f w el­
com ing you to W ashington, for I 
had th e honor also o f addressing  
you at your Organization M eeting  
and have followed your develop­
m ent and expanding usefulness. I 
say th is in all sincerity because the  
first and forem ost o f the services 
m y department renders is th e pro­
motion of more and better account­
ing— particularly uniform cost ac­
counting in industry.
I am also glad th at you have 
chosen W ashington for your m eet­
ing, not only because of its beauty  
and historic background, but you  
are helping dispel the illusion th at 
“it is the city  that nobody know s.” 
Prior to the War business gen­
erally knew W ashington super­
ficially, but w ith  the advent of the  
Dollar-a-Year men and their help­
ers we began to know W ashington  
and W ashington better understood 
business and business from  that 
tim e has injected itse lf into Gov­
ernment to the benefit of both.
The building of the permanent 
home for American Business has 
also had a m ost beneficial effect in 
bringing about a better under­
standing.
B udgeting the business of the  
Government— the first undertak­
ing promoted by th e United States  
Chamber of Commerce— marked
By E . W. M cCULLOUGH, M anager, De­
p a rtm en t o f M anufactu re , C ham ber o f 
Com m erce of th e  U. S. A.
the beginning o f a new epoch in 
our relations w ith  those who guide 
our national affairs and it  has 
pointed the w ay through system  
and order for our nation to fulfill 
its  destiny as “a governm ent of the  
people, for the people and by the  
people.”
The city  besides being the great 
headquarters o f Government, w ith  
its  tremendous facilities for the 
development of inform ation con­
cerning m ost human problems, is  
also th e country’s recognized cen­
ter of scientific and research effort. 
There is an atm osphere here con­
ducive to study and deliberations 
upon your problems not found in 
commercialized cities.
Your work, like our own, m ust 
proceed w ith  care and deliberation, 
and often there are some who feel 
th at our m ovem ents are not suffi­
ciently rapid in dealing w ith  prob­
lems which seem to them  to require 
quick action, but in m atters of leg­
islation particularly, o f which we 
have already too much on the sta t­
ute books, the more deliberate the  
study of our problems and the tak­
ing of action only a fter every phase 
of the question has been carefully
considered is, we believe, the bet­
ter plan and the one on which we 
have proceeded for  the past four­
teen years.
We are glad th at you have again  
come to W ashington because as the  
professional and business man ac­
quires the habit o f closer contact 
w ith  governm ent, misunderstand­
ings disappear and more amicable 
and constructive relations are in­
sured. The certified public ac­
countants’ relations to several o f 
our m ost im portant governm ental 
departm ents are too well known 
to require extended reference, but 
his frequent v isits  here in the in­
terests of h is clients have, I ven­
ture to say, not only been person­
ally beneficial but of service to the  
departm ents in their struggle w ith  
m any knotty problems, so I repeat 
there is inevitably much to be 
gained in these trips here and the  
Chamber in its  service to its  clien­
tele scattered all over the country 
is  always gratified when groups of 
business men make a pilgrim age 
or select th is city  as a place o f 
m eeting.
We, like yourselves, find it neces­
sary annually or oftener to call to­
gether our forces and inventory  
our work and accomplishments, for  
today business and industry are 
m oving forward at a tremendously 
rapid pace. It has been said that
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science and invention are fu lly a 
decade ahead of the thought of the  
people in general, which should 
suggest to  us a danger o f getting  
too far ahead of the rank and file 
in our undertakings.
In the work of m y department, 
which deals w ith  m anufacturing  
problems in general, but touching  
specifically on such problems as 
that o f cost accounting, the elim i­
nation o f w aste through simplifica­
tion o f varieties, adequate ma­
chinery in trade organizations for  
gathering dependable data on pro­
duction, shipm ents, sales and un­
filled orders, and again in promot­
ing advanced m ethods for better  
relations between employer and 
employee, we are finding it  more 
and more difficult to accommodate 
the inform ation and data we issue  
in bulletin and pamphlet form  to  
the two extrem es we have to deal 
w ith  in industry— those engaged in 
the elem entary lines, that is  the  
first conversions o f raw m aterials 
into partly manufactured product; 
and in the other direction, the  
workers who have to do w ith h igh­
ly specialized and scientific lines, 
such as those found in electrical de­
velopment. We are dealing today  
more w ith specialized workers than  
trade journeymen.
Still another trend in industrial 
development is also interesting, 
namely, the reconstructing o f com­
m odity lines to m eet modern n eed s; 
in fact, in many instances the total 
elimination o f some of the old 
standard staple lines which were 
considered a t one tim e as indis­
pensable essentials. The total 
elimination o f animal drawn ve­
hicles, such as wagons, buggies and 
carriages, together w ith  their ac­
cessories, have swept off the in­
dustrial stage the factories and or­
ganizations form erly employing  
millions of capital and hundreds of 
thousands of men. The ice and 
refrigeration industry has under­
gone a  wholesale revolution and 
the sam e is  true o f alm ost in­
numerable lines o f household ap- 
purtanences which are rapidly be­
ing substituted or so made over as
to be hardly recognizable in some 
instances.
Our m ethods of production have 
also radically changed. The auto­
m atic and single purpose machine 
designed for large production is  
common equipment, and w e m ight 
mention incidentally that these  
rapid changes are em phasizing the  
grow ing importance of more ac­
curate determination of costs, in­
cluding depreciation and obsoles­
cence. Moreover, th ey  will gain in  
importance in the final reckoning  
of profits and taxable income.
Trade associations and commer­
cial service organizations have be­
fore them  an increasing number of 
new problems, but as the import­
ance o f these increase we observe 
that the p etty  inconsequential 
services rendered form erly by 
m any of these associations are be­
ing put aside and larger and better  
objectives replacing them. Our 
properly organized trade associa­
tions today are considering as their 
chief aim the advancement o f the  
industry and all their activities are 
being organized from th at point of 
view. One or tw o illustrations will 
suffice:
In th e increasing demand for 
good roads the question of road 
m aterial is the chief essential and 
associations representing the pro­
ducers o f brick, concrete and as­
phalt are in a contest to win the  
greatest amount o f public favor, 
knowing th at an increasing de­
mand for their m aterial will natur­
ally follow. Hundreds of thousands 
of dollars are being spent in re­
search, educational advertising or 
promotion and activities of that 
sort. All o f these refinements en­
gaged in by these various types of 
organizations seem to me to point 
to a larger grist for the mill o f the 
certified public accountant, at the  
sam e tim e demanding a corre­
sponding refinement in his m eth­
ods, greater simplification of the  
intricate and th e elimination of 
such duplications in m ethods as 
m ight correspond w ith  excess va­
rieties in the field o f industrial pro­
duction. N ever before, I believe,
has there been a tim e when more 
experience and foresight in busi­
ness w as required for the sa fe  
guiding o f industry and your con­
tributions to it  never more appar­
ent.
However, I fear th at I am g et­
tin g  rather fa r  from  expressing to  
you as I started to do not only our 
appreciation o f your selecting  
W ashington as your convention  
headquarters, but also tender to you  
our services in doing anyth ing  
more necessary to make your stay  
w ith  us pleasant and profitable. 
The headquarters of th e Chamber 
of Commerce o f the United S tates  
is only a few  steps away and it  will 
be a great pleasure to receive any  
or all o f you there while you are 
w ith  us.
JIN G L E S
On returning home from the A n­
nual Convention of The American  
Society o f Certified Public Account­
ants, W. A. H ifner, Jr., D irector 
for the Fourth D istrict, reported  
his trip as fo llow s:
W e cam e, we ate , we danced,
A nd lo ts  o f fu n  w e had.
On field day  we all chanced 
O ur luck w ith  p u tte rs  bad.
T h ru  th e  speeches long and loud 
Some no doubt fe ll asleep ,
B u t a t  th e  b a th in g  beau ties p roud  
W e o u t th e  door would peep.
W e spun  th e  tops a n d  p itched horseshoes 
A nd bow led o u t on th e  g reen ,
W e sh o t and  golfed, adm ired  th e  view s 
A ll C ongressm en have  seen.
W e had  ou r p ic tu res  took, by  g rab !
A nd ou r frau le in s  all w ere there .
W h a t sa y ?  life  isn ’t  qu ite  so d rab  
W hen old m aids w ear bobbed h a ir .
A nd th en  we a te  and danced som e m ore  
A nd heard  th e  B ishop speak.
’Tho he  w ouldn’t  s tay , he w asn ’t  sore 
'C ause w e’re  n o t all so m ild  and  m eek.
Some m em bers o f th e  U. S. B oard 
O f T ax  A ppeals w ere also there ,
Such fellow ship  I ’ll g re a tly  hoard  
’T ill I  g row  old th ru  w ork  and care.
Such m ing ling  w ith  th e  n e a r  and  g r e a t  
H as b rig h ten ed  up th e  live long day 
H as b ro u g h t us in  a  closer s ta te  
A nd cheered us on our w eary  w ay.
W hile to  th e  Cloth we ben t our knee 
A nd to  th e  L aw  we pledged o u r clan 
O ur m eetin g  w as to  lea rn  and see 
A nd b e tte r  know  o u r fellow  m an.
W . A. H IF N E R , JR .
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Protecting the Stockholder
T HERE has been much criti­cism  of late regarding the  
r ig h ts  o f stockholders o f corpora­
tions. It has been found in too 
m any instances that stockhold­
ers— the real owners of the cor­
poration— have been alm ost ig ­
nored by the controlling group th at 
m anages the corporation. Here 
and there the controlling group has 
taken  advantage of the rem aining  
stockholders, and there is always 
a  danger o f their doing so.
The proverbial lethargy of the  
stockholder is  only too well known. 
H e has the right to elect the di­
rectors of h is com pany; yet he neg­
lects  to exercise th is right. He has 
th e  righ t to obtain inform ation re­
garding the m anagem ent of h is 
company by his directors; yet he 
never attends a stockholders’ m eet­
ing . Even when the inform ation  
regarding the corporation affairs 
is  furnished him  he will refuse to  
read the statem ents.
Only when a catastrophe occurs 
in  the corporation’s  affairs does the  
stockholder wake up and bestir  
h im self. Even then it remains for
a few  spirited ones to collect their  
fellow s to assert their rights. And  
th en  the great m ajority o f them  
sign  proxies for representatives to  
th e  stockholders’ com m ittees in the  
sam e unthinking w ay they  did 
w hen  signing proxies for directors 
of the company.
Small wonder then that organ­
izers o f many corporations have as 
a  result fe lt that the interest of the  
com pany is not necessarily the in­
terest o f those who have invested  
their money in the com pany; that 
stockholders w ill as readily buy 
non-voting stock as stock having  
a vote, when the vote was never 
exercised anyw ay; and th at stock­
holders could be furnished w ith  
m o st m eager financial reports, 
when they  never read them  any­
w ay.
Every conscientious corporation
By A L E X A N D E R  S. BA N K S, C. P . A. 
(F o rm er P res id en t T he A m erican  So­
c iety  o f C ertified Public  A ccoun tan ts).
director interested in the welfare 
of the stockholders he represents 
feels that the situation as it ex ists  
at present in th e case of m any of 
our larger corporations needs cor­
rection. If the general stockholder 
has no particular preference as to  
whom his directors shall be, the  
m anaging group of directors do feel 
the responsibility, and they  place 
some disinterested public spirited  
citizen on the board, usually a bank­
er or business executive whose rep­
utation is  a guarantee to the stock­
holders th at their affairs are hon­
estly  managed. W hat shall the  
conscientious director do so far as 
financial statem ents to be fur­
nished th e stockholders are con­
cerned? In the case of the larger 
corporations w here competition is 
not greatly  feared, very detailed  
statem ents can be furnished w ith­
out danger to the corporation. In 
the case o f m ost corporations too 
much detail is o f great danger to th e  
corporation. And it  m ust be re­
membered that danger to the cor­
poration is danger to the stock­
holders who own the corporation. 
The conscientious director is then  
in a position o f having to steer a 
m idway course between too little  
information to the stockholders 
and too much inform ation to the  
stockholder. In the form er the  
stockholder will have no opportun­
ity  o f deciding w hether his corpor­
ation’s affairs are honestly and ef­
ficiently managed and what the  
value o f h is investm ent is. In the  
second case, w hile the stockholder 
will have th is information, so will 
others whose interests are adverse 
to  the company.
One solution to  the problem of 
protecting th e stockholders lies in 
the suggestions o f Professor Rip­
ley: F irst, th at non-voting stock
be prohibited, and second, that the  
Government require detailed re­
ports Of all corporations.
In th e discussion th at resulted  
from  h is articles on the subject 
nothing has been said about a rem­
edy which lies nearer and which  
can be found more effective. The 
corporation laws o f N ew  York, New  
Jersey, Delaware and m any other 
States, provide for w hat is termed  
“Cumulative voting,” provided the  
certificate o f th e corporation calls 
for it. Under th is system  of cumu­
lative voting, m inority stockhold­
ers m ay have some voice in the 
m anagem ent of their company, 
whereas under th e ordinary voting  
system , even if  a  group of stock­
holders having 48 per cent of the  
stock o f the company, were to co­
operate they  would have not one 
bit o f voice in th e m anagem ent of 
their corporation.
The affairs of corporations are 
managed by directors elected by 
the stockholders. The directors in 
turn appoint the officers who take 
care o f th e daily routine of busi­
ness. Under ordinary m ethods of 
voting for directors each share has 
one vote for  every director to be 
elected. In case o f a contest among 
stockholders, what happens is th is: 
W hen votes are cast for the first 
director to be elected, 50 per cent 
and a fraction o f the votes elect 
him. The sam e process is then  
gone through for th e second direc­
tor. If th e company has ten di­
rectors the sam e process is gone 
through for each of the ten. It will 
readily be seen from  th is th at a 
group of stockholders owning 50 
per cent and a fraction of the stock  
o f the company are thus able to 
elect every one o f the directors con­
stitu tin g  the board. The m inority  
stockholders owning 49 per cent 
and a fraction of the stock will 
have not a single representative on 
the board.
Under cum ulative voting the  
m inority does obtain representa­
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tion on th e board. This is accom­
plished as follow s: A lthough each  
share o f stock has one vote for  
each director to be elected, these  
votes m ay all be combined and 
voted in favor of one or more par­
ticular directors. In other words, 
i f  there are ten directors to  be 
elected, stockholders owning 10 
per cent o f the total stock m ay 
combine all o f  their votes to elect 
one director, instead of distribut­
ing their votes among all ten which  
would, o f course, not allow them  to  
elect anyone.
A s I have stated, cumulative vot­
ing is allowed only if  the certificate 
of the corporation calls for it. 
There are very few  corporations 
th at have th is provision in the cer­
tificate. I f  th e corporation laws 
o f the various States were amen­
ded to require cumulative voting in
T H E O R Y  O F  A CCO U N TS
T im e allow ed fro m  9 a . m . to  12 noon. 
A nsw er a ll questions fu lly .
Do n o t re p e a t questions on exam ina­
tion  pap ers , b u t w rite  an sw ers fu lly , 
desig n a tin g  th e  questions by  num ber. 
T he in te lligence  ind ica ted  by answ ers 
and  th e  n ea tn e ss  an d  gen era l appearance  
o f p ap e rs  w ill be. considered in  m a rk in g  
app lican ts , a s  w ell a s  th e  technical ac ­
cu racy  o f such answ ers.
1. ( a )  U pon w h a t b asis  a re  p la n t a s ­
se ts  u sua lly  g ro u p ed ?
(b ) S ta te  th e  ad v an tag es o f keep ing  
a  life  h is to ry  of u n its  of m ach inery  in  
th e  subsid ia ry  records.
(c) Show th e  en tr ie s  n ecessary  to  book 
th e  d isposal o f a n  a s s e t sub jec t to  de­
precia tion .
2. S ta te  fu lly  th e  m ethods o f account­
in g  fo r  a  bond issue. H ow  should u n ­
issued  bonds be tr e a te d  on th e  balance 
sh e e t?  H ow  w ould you t r e a t  th e  se­
cu ritie s  pledged a s  co lla te ra l fo r  a  bond 
o r  no te  issue  ?
3. H ow  would you t r e a t  stock  discount 
an d  p rem ium  on th e  books ? On th e  b a l­
ance sh ee t?
4. W h a t should  th e  su rp lu s account 
re p re se n t?  Give fo rm  fo r  s ta te m e n t of 
su rp lus.
5. H ow  a re  dividends d ecla red?  M ay 
th e y  be revoked? H ow  a re  th e  declara-
the case o f all corporations it  would 
be a move in the direction of g iv­
ing m inority stockholders some 
control o f the m anagem ent o f their 
corporation. A  m inority even by 
having one director on the board 
would be enabled to obtain such in­
form ation as would be necessary to  
safeguard them .
The w riter can see a number of 
objections to  unlimited publicity of 
the accounts o f corporations. Even  
the United States Steel Corpora­
tion, although it  furnishes the  
m ost complete reports to stock­
holders, does not give inform ation  
w hich will be o f interest to every  
stockholder, for unlimited detail 
m ay be injurious to the corpora­
tion itse lf. W hat is  needed is pro­
tection for th e m inority stock­
holder and a m ethod of allowing 
m inority stockholders to cooperate.
tio n  and  pay m en t o f dividends booked? 
W h a t is  th e  problem  involved in  stock 
dividends in  e s ta te  accoun ting?
6. Define a  sink ing  fu n d  and  tra c e  its  
o rig in . H ow  should th e  sink ing  fu n d  
asse ts  be show n on th e  balance sh ee t?  
E x p la in  fu lly  th e  en tr ie s  needed to  book 
th e  s ink ing  fu n d  tran sac tio n s :
(a )  T he o rig in  o f th e  fund .
(b ) T he tru s te e ’s periodic rep o rt.
(c) T he redem ption  o f bonds and  final 
d isposition  o f th e  fund .
7. In d ica te  th e  m ethod  o f keep ing  bo th  
th e  b ran ch  books and  th e  b ranch  ac tiv i­
tie s  on th e  head  office books w here goods 
a re  b illed  by  th e  head  office to  th e  
b ranch :
(a )  A t cost price.
(b ) A t som e o th e r p rice  th a n  cost. 
D iscuss fu lly  th e  periodic sum m ary  of 
re su lts  and  th e  a d ju s tm en ts  n ecessary  a t  
such a  tim e  betw een  th e  b ranch  and head  
office books.
8. E x p la in  th e  in su rance  con trac t. 
H ow  is  th e  am oun t o f th e  liab ility  of th e  
in su rance  com pany de te rm ined?  W h a t 
is th e  effect of th e  co-insurance c lause?  
I l lu s tra te  th e  th re e  cases.
9. D iffe ren tia te  betw een th e  consoli­
d a ted  balance sh ee t and  the  hold ing  com­
p an y ’s balance sheet. H ow  a re  in te r ­
com pany accounts handled  on th e  con­
so lidated  balance sh ee t?  E x p la in  th e  
m anner of show ing su rp lu s (o r deficit) 
on th e  consolidated balance sheet.
A U D IT IN G
Tim e allow ed fro m  1 p. m. to  5 p . m . 
A nsw er a ll questions fu lly .
Do n o t re p e a t questions on exam ina­
tio n  p ap e rs , b u t w rite  an sw ers fu lly , 
d es ig n a tin g  th e  questions b y  num ber. 
T he in te lligence  ind icated  by  an sw ers 
and  th e  n ea tn e ss  and  g enera l appearance  
of p ap e rs  w ill be considered in  m a rk in g  
ap p lican ts , a s  w ell as th e  technical ac­
cu racy  of such answ ers.
1. I f  you w ere  called upon to  m ak e  
an  au d it fo r  th e  y e a r  ended Ju n e  30, 
1925, of th e  books and  records of a  la rg e  
U n iv e rs ity , s ta te  in  a  gen e ra l w ay  w h a t 
you w ould be expected  to  accom plish.
(10 po in ts)
2. Y ou a re  called upon to  m ak e  an  
au d it of a  co rpora tion  engaged  in  th e  
m an u fac tu re  o f c lothing, and  a sce rta in  
th a t  clo th  o f a  va lue  of $100,000 p u r­
chased  p rio r  to  th e  close of th e  period 
under a u d it is  f o r  use in  th e  m an u ­
fa c tu re  o f n e x t season’s goods. T he 
clien t s ta te s  th a t  th is  cloth is  n o t in ­
cluded in  th e  inven to ry  ta k e n  a t  th e  close 
of th e  a u d it period  and  req u es ts  th a t  i t  
shall n o t be  reflected in  th e  a sse ts  o r 
liab ilitie s  to  be show n in  y ou r balance 
sheet. A ssum ing  th a t  th e  c lien t is  w ill­
in g  to  have  you n o te  th e  fa c ts  in  a  fo o t 
n o te  on y ou r balance shee t, w h a t would 
be th e  govern ing  fa c to r  in  y o u r decision 
th a t  such tre a tm e n t w ould be p e rm is­
sible. (10 p o in ts)
3. N am e six  d iffe ren t in te re s ts  (ind i­
v iduals o r  b usiness o rgan iza tions) th a t  
m ig h t desire  a  p rofessional au d ito r  to  
m ake an  a u d it o f a  la rg e  m an u fac tu rin g  
com pany p ay in g  ro y a ltie s  on a  p a ten ted  
a rtic le , an d  s ta te  in  w h a t phases o f th e  
au d it each w ould be p a rtic u la r ly  in te r ­
ested . (10 po in ts)
4. E x p la in  w hy an  au d ito r in  m ak in g  a  
ba lance sh ee t a u d it should exam ine in ­
come and  expense accounts to  help  h im  
e stab lish  th e  va lue  o f c e rta in  a sse ts  and  
th e  am oun t o f c e rta in  liab ilities. N am e 
a t  le a s t tw o classes of a sse ts  and  a t  le a s t 
tw o c lasses of liab ilities  you have  in  
m ind. (10 po in ts)
5. E x p la in  th e  difference betw een  the  
“checking” and  th e  “an a ly s is” m ethod 
o f au d itin g . A lso exp la in  w hy i t  is  n o t 
desirab le  fo r  an  a u d ito r to  u se  e ith e r  of 
th ese  tw o m ethods exclusively.
(10 po in ts)
6. A ssum ing  th a t  pu rchase , sales, and 
expense b ills a re  recorded in  special jo u r­
n a ls , w h a t e n tr ie s  in  th e  g en era l jo u rn a l 
should b e  m o st ca re fu lly  checked by  th e  
au d ito r, and  w hy. (10 po in ts)
7. G iven th e  fo llow ing inv en to ry  o f a  
re ta il  shop fo r  ch ild ren’s c lo th ing , toys, 
etc. (co rrec t a s  to  q u an titie s  and  v a lu e ) , 
s ta te  th e  am o u n t w hich should be show n 
a s  m erchand ise  in ven to ry  on a  ba lance  
shee t, ad op ting  th e  ru le  of v a lu in g  in ­
v en to ry  a t  co st o r m a rk e t w hich ever is  
low er.
C. P. A. EXAMINATION QUESTIONS, 
MARYLAND, NOVEMBER, 1925
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Item s.
150 k n it to w e ls ...................... ...........
16 crepe de chine c a rr iag e  se ts
125 lingerie  and pongee h a t s ........
85 ru bber bibs w ith  s le e v e s ........
240 creepers .............
200 sp rin g  coats .........
50 sp rin g  coats ....
8 p lay  y a rd s  ................
8 desks used in  office...................
140 sh irts  ... ......... .................... ........
200 boys’ w ash  s u i t s .......................
125 bloom ers .................... .............. .
5 cribs ... ..........................................
12 e lec tric  tra in s  ...........................
T o ta l
8. A  com pany erected  a  bu ild ing  on 
p ro p e r ty  leased  fo r  a  long  te rm . T he 
w ork  w as com pleted on Ju ly  1, 1912, a t  
a  cost of $20,000. D epreciation  w as com­
p u ted  y ea rly  a t  th e  ra te  of 2 p e r  cen t. 
(w hich ra te  i t  m ay  be assum ed is gen­
e ra lly  used  b y  eng ineers fo r  th a t  c lass of 
b u ild ing ). On J u ly  1, 1924, i t  w as sold 
fo r  its  ap p ra ised  sound value. T he cost 
in  con stru c tin g  an  iden tical bu ild ing  a t  
th a t  d a te  w as $25,000.
(a )  A t w h a t p rice  w as i t  so ld? E x ­
p la in  how  you a rriv ed  a t  y o u r answ er.
(b ) W h a t w as th e  am oun t o f p ro fit o r 
loss on th e  tra n sa c tio n ?
(10 po in ts)
9. T he John  Doe M an u fac tu rin g  Com­
p a n y  pu rchased  on M arch 1, 1923, a s  a  
s ite  fo r  a  fa c to ry , a  c e rta in  p arce l o f 
lan d  on w hich som e old ten am en t bu ild ­
in g s  w ere  s tand ing , a t  a  to ta l cost of 
$25,000. On th e  se lle r’s books th e  land  
w as ca rried  a t  $10,000 and  th e  bu ild ings 
a t  $8,000.
I t  co st th e  M an u fac tu rin g  C om pany 
$1,500 to  rem ove th e  dw elling houses to  
m ake room  fo r  th e  fac to ry . $200 w as 
secured  fro m  th e  sale  o f th e  old bu ild ing  
m a te ria l.
I t  took  tw o m on ths to  bu ild  th e  fa c ­
to ry . O pera tions w ere  begun  on M ay 1.
T he construction  w ork  w as done u n d er 
c o n tra c t fo r  $40,000, one-half o f w hich 
w as paid  to  th e  co n trac to r a t  th e  end of 
th e  f irs t m onth  and  th e  balance a t  th e  
end  o f th e  second m onth . T he M anu­
fa c tu r in g  C om pany w as obliged to  bo r­
row  $10,000 o f th e  second p ay m en t to  
th e  co n trac to r a t  6 p e r  cent.
T he rea l e s ta te , a f t e r  th e  fa c to ry  had  
been com pleted, w as assessed  a t  $48,000, 
com posed a s  fo llow s:
L and  ------------------------------------  $16,000.00
B uild ing  ------------------------------ 32,000.00
T o ta l --------------------------  48,000.00
On th is  th e  M an u fac tu rin g  C om pany 
p a id  ta x e s  fro m  M arch 1, 1923, a t  th e  
an n u a l r a te  o f $2.50 p e r  $100.00.
In su rance  fo r  $10,000 on th e  construc­
tio n  w ork  w as ta k e n  o u t on M arch 15, 
1923. T h is w as increased  on A p ril 15th
V alue P e r  U n it. T o ta l V alue.
Cost. M arket. C ost. M arket.
$0.38 $0.35 $57.00 $52.50
10.00 12.50 160.00 200.00
2.00 1.75 250.00 218.75
.50 .50 42.50 42.50
2.05 1.98 492.00 475.20
9.50 10.00 1,900.00 2,000.00
17.50 18.50 875.00 925.00
6.00 5.75 48.00 46.00
55.00 60.00 440.00 480.00
.75 .79 105.00 110.60
6.20 5.98 1,240.00 1,196.00
1.85 1.80 231.25 225.00
21.00 19.98 105.00 99.90
1.50 1.50 18.00 18.00
5,963.75 6,089.45
(10 po in ts)
to  $28,000. T he in su rance  p rem ium  paid  
w as a t  th e  ra te  of $2.50 fo r  every  $100 
of in su rance  fo r  a  period of th re e  years .
L egal fees  covering search  of ti tle  to  
th e  p ro p e rty , d raw ing  of con trac ts , and 
so fo r th , am ounted  to  $500.00.
A t w h a t am oun t w ould th e  Jo h n  Doe 
M an u fac tu rin g  C om pany be justified  in 
c a rry in g  th e  value  of th e  land  and  fa c ­
to ry  on i ts  books? Show  how  you a r ­
rived  a t  the  am ount. (10 po in ts)
10. I t  is  cu stom ary  in  au d itin g  p ra c ­
tice  to  in spec t th e  o rig ina l c h a r te r  of a  
corpora tion  in  its  possession a t  th e  tim e  
o f y o u r aud it, in  o rd e r to  de term ine, 
am ong  o th e r th in g s , th e  au thorized  cap i­
ta l  and  th e  special p riv ileges o r re s tr ic ­
tions ap p ly ing  to  th e  severa l c lasses of 
cap ita l stock. I s  such a  docum ent con­
clusive p roo f o f th e  co rrec tness o f these  
po in ts a t  th e  d a te  in  w hich you a re  in ­
te re s te d ?  I f  not, w h a t add itional steps 
should an  a u d ito r ta k e  to  v e rify  th e  
po in ts m en tioned?  (10 po in ts)
C OM M ERCIAL LA W
T im e allow ed fro m  9 a . m . to  12 noon. 
A nsw er a ll questions fu lly .
Do not  re p e a t questions on exam ina­
tio n  p ap ers , b u t w rite  an sw ers  fu lly , 
d es ig n a tin g  th e  questions by  num ber. 
T he in te lligence ind ica ted  b y  an sw ers 
and  th e  n ea tn e ss  and  gen e ra l ap pearance  
o f p ap e rs  w ill be considered in  m ark in g  
app lican ts , a s  w ell a s  th e  technical ac­
cu racy  o f such answ ers.
1. (a )  W h a t a re  th e  r ig h ts  and  rem e­
dies o f th e  c red ito rs o f a  co rpo ra tion?
(b ) W h a t r ig h t have  stockholders to  
tr a n s fe r  th e ir  sh a re s?
(c) H ow  is  th e  business o f a  co rpora­
tio n  tra n sa c te d  ?
(d ) W h a t r ig h ts  have  stockholders to  
vo te  a t  co rpo ra te  m ee tin g s?
2. (a )  W h a t effect h a s  a  b reach  o f w a r­
ra n ty  o r  a  fa lse  rep re sen ta tio n  upon a  
co n trac t ?
(b ) Define duress, and  s ta te  i t s  effect.
(c) In  w h a t w ays m ay  a  c o n trac t be 
d ischarged  ?
(d ) W h a t is  m ean t by  fa ilu re  o f con­
sid e ra tio n ?
3. (a )  H ow  m ay  an  agency  be c rea ted ?
(b ) Does th e  r ig h t  to  revoke ev e r  ex ­
is t  ir respec tive  o f th e  exp ress  te rm s  of 
th e  em ploym ent? E xp la in .
(c) Is  a  p a rtn e rsh ip  a  leg a l e n ti ty ?  
E xp la in  fu lly .
(d ) W h a t do you u n d ers tan d  b y  th e  
p a rtn e rsh ip  cap ita l and  th e  p a rtn e rsh ip  
p ro p e rty  ?
4. (a )  W h a t is  m ean t by  n eg o tiab ility ?
(b ) W hen does a  nego tiab le  in s tru m en t 
become o p era tiv e?  E x p la in  fu lly .
(c) W h a t is  m ean t by  acceptance, and 
w h a t is  i ts  e ffec t?
(d ) W h a t s tep s a re  necessary  to  
charge  th e  d raw er and in d o rse rs?
5. (a )  Define a  rep re sen ta tio n  in  th e  
law  of in surance.
(b ) Is  a  policy o f fire in su rance  a s ­
sig n ab le?  I f  so, s ta te  th e  effect of such 
an  assignm ent.
(c) W h a t am ounts to  an  insu rab le  in ­
te re s t  ?
(d ) W h a t is  fidelity  and  g u a ra n ty  in ­
su ran ce?
(e) W h a t a re  th e  p rinc ipa l differences 
betw een su re tie s  and  in d o rse rs?
( f ) W h a t is  th e  r ig h t  o f con tribu tion  
betw een  co -su re ties?
(g ) W ho m ay  exercise  th e  r ig h t of 
s toppage in  tr a n s itu ?
(h ) U nder an  execu to ry  co n trac t of 
sale, w h a t r ig h t h a s  th e  b u y e r in  case of 
b reach  of w a rra n ty ?
ECO N OM ICS
T im e allow ed fro m  1.00 p. m . to  5.00 
p . m . A nsw er a ll questions fu lly .
Do n o t re p e a t questions on exam ina­
tio n  p ap e rs , b u t w rite  an sw ers  fu lly , 
d es ig n a tin g  th e  questions by  num ber. 
T he in te lligence  ind ica ted  by  answ ers 
and  th e  n ea tn e ss  and  gen e ra l appearance  
o f p ap e rs  w ill be considered in  m ark in g  
app lican ts , a s  w ell a s  th e  technical ac­
cu racy  o f such answ ers.
1. Define th e  fo llow ing  te rm s : Goods, 
f re e  goods, economic goods, u tili ty , m a r­
g ina l u tili ty , exchange value , p rice , de­
m and, supply , e la s tic  dem and, ine lastic  
dem and.
2. E x p la in  how  m a rk e t p rice  is  de­
term ined  u n d e r conditions o f com peti­
tion . W h a t is  th e  re la tio n sh ip  betw een 
m a rk e t p rice  an d  expenses o f  p roduc­
tio n ?  W h a t is  th e  d is tinc tion  betw een 
fixed and  v a riab le  expenses?  H ow  does 
th is  d is tinc tion  affec t p rices  ch a rg ed ?
3. W h a t is  m onopoly? W h a t a re  th e  
causes o f i t ?  I s  i t  ev er econom ically 
ju s tifiab le?  W h a t d e term ines m onopoly 
p ric e?  W h a t a re  th e  lim ita tio n s upon 
m onopoly contro l o f  p rice  ? D escribe 
briefly  th e  m ore im p o rta n t fed e ra l leg is­
la tio n  dealing  w ith  com binations.
4. W h a t a re  th e  fu nc tions o f m oney 
in  o u r p re se n t economic sy s tem ?  H ow 
does b an k  c red it serve  a s  a  su b s titu te  fo r  
m oney? E x p la in  ca re fu lly  th e  connec­
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tio n  betw een  changes in  th e  q u an tity  of 
m oney and  b an k  c red it and  th e  g en era l 
level o f p rices.
5. E xp la in  th e  th eo ry  th a t  each fa c to r  
in p roduction— land , lab o r and  cap ita l—  
tends to  receive a  sh a re  of th e  p roduct 
correspond ing  to  i ts  m a rg in a l produc­
tiv ity .
6. W h a t is  m ean t by  th e  te rm , “b u si­
n ess cyc le s?” In  w h a t w ays should th e  
business m an  tak e  th e  business cycle in to  
consideration  in  p lan n in g  h is  policies? 
H ow should banks be guided in  th e ir  
policies b y  a  stu d y  o f th e  business cycle ?
7. H ow  do you account fo r  th e  g re a t 
difference in  th e  rem u n era tio n  received 
by  th e  day  lab o re r and  a  ra ilro a d  p re s i­
d e n t?  If  ou r p re se n t com petitive sy s­
tem  is m ain tained , how  m ig h t g re a te r  
eq u a lity  be b ro u g h t ab o u t in  th e  re ­
m u n era tio n  to  v arious ty p es of lab o r?
PR A C T IC A L  A CC O U N TIN G
Tim e allow ed fro m  9.00 a . m . to  1.00 
p. m . A nsw er a ll questions fu lly .
Do n o t re p e a t questions on exam ina­
tio n  pap e rs , b u t w rite  an sw ers fu lly , 
d e s ig n a tin g  th e  questions by  num ber. 
T he in te lligence ind icated  b y  answ ers 
and  th e  n ea tn e ss  and  g en era l appearance  
o f p ap e rs  w ill be considered in  m ark in g  
ap p lican ts , a s  w ell a s  th e  technical ac­
cu racy  of such answ ers.
P rob lem  1.
W illiam  W ilson, G eorge M u rray  and 
M artin  D eichm an, tra d in g  a s  W ilson, 
M u rray  and  C om pany, fo u n d ry  m en, u n ­
able to  m ee t th e ir  ob ligations, appo in t 
a  tru s te e  to  rea lize  and  liqu idate  fo r  th e  
benefit of th e ir  c red ito rs. T he books 
show ed the  fo llow ing  a sse ts  and  lia ­
b ilities :
A sse ts.
L and  and  bu ild ings ___________ $125,000
M achinery and tools __________ 75,000
F u rn itu re  and  fix tu res _______  10,000
M ateria ls  and  supplies ....... ....... 95,000
N o tes receivable ______________  15,000
A ccounts receivable ___________ 115,000
C ash  ------------------------------- -- ---- 450
435,450
Liabilities.
M ortgage on fo u n d ry  prem ises... $100,000
N otes payab le  ________________  135,000
A ccounts p ayab le  _____________  105,000
In te re s t  accrued  on m o rtg ag e__ 1,250
T axes accrued (e s tim a ted ) ___ 835
C ap ita l -----------------------------------  93,365
435,450
T he tru s te e ’s cash  rece ip ts  and  p a y ­
m en ts  d u rin g  th e  y e a r  1923 w ere  a s  fo l­
low s:
R eceipts.
N o tes receivable (o u ts tan d in g
J a n u a ry  1, 1923) ----------------  $15,000
A ccounts receivable (o u ts tan d ­
in g  J a n u a ry  1, 1923) _______  106,500
C ash sa les  ------------------------------ 5,435
N otes receivable (con trac ted  
d u rin g  1923) _______________  13,500
A ccounts receivable (con trac ted
d u rin g  1923) ____________ __  212,000
T o ta l r e c e ip ts ............ ......... 352,435
P aym en ts .
N otes payab le  ................................. $25,000
A ccounts payab le  ..........................  35,000
In te re s t on m o rtg ag e  one y e a r
a t  5 p e r  c e n t ............................... 5,000
T axes fo r  y e a r  1922 ........— ........ 865
P u rch ase  of m a te ria l and  sup­
p lies ............ ............ ....................  98,000
L abo r ................................................  135,000
G eneral expenses ..................... ....... 45,000
In te re s t on bills payab le  to  Sep­
tem b er 30, ’23, a t  5 p e r  cen t 2,800
T o ta l p aym en ts  ... ........ ..... $346,665
O ther tran sac tio n s  w ere  as follow s:
Sales on c red it .................  $335,000
B ad deb ts w ritte n  off ac­
counts p rio r to  Ja n . 1,
1923   $8,000
Bad deb ts w rit te n  off ac ­
counts subsequen t to
J a n u a ry  1, 1923 ........... 2,000
---------- 10,000
D iscounts and  allow ­
ances to  custom ers’ 
accounts p r io r  to  J a n ­
u a ry  1, 1923 .......... ....  500
D iscounts and  allow ­
ances to  cu stom ers ' 
accounts subsequent to
Ja n u a ry  1, 1923 ........... 300
---------- 800
N otes received fro m
custom ers ........................  20,000
N otes g iven to  c red ito rs 
($110,000 be ing  re ­
new als) ................ ........ 180,000
In v en to ry  of m ateria ls ,
D ecem ber 31, 1923 .... 92,000
A t th e  end of th e  y e a r  th e  business 
w as re tu rn ed  to  th e  ow ners. P rep a re  
rea liza tio n  and  liqu idation  account; and  
balance sheet. (25 po in ts)
P roblem  2.
On Ja n u a ry  1, 1920, th e  F a irv iew  
R eal E s ta te  A ssociation  w as incorpor­
ated , th e  cap ita l subscribed and  paid  in  
being  $30,000, divided in to  30 sh a res . 
The associa tion  purchased  im proved 
p ro p e rty  fo r  speculative pu rposes, p ay ­
in g  cash  $30,000.00 and  g iv ing  a  f irs t 
m o rtg ag e  fo r  $60,000.00 a t  6%.
T he associa tion  o rgan ized  and  incor­
po ra ted  on th e  sam e d ay  th e  F a irv iew  
Club w ith  30 p ro p r ie ta ry  m em bers (be­
in g  th e  stockholders o f th e  re a l e s ta te  
association) and  30 assoc ia te  m em bers 
who have  no p ro p r ie ta ry  in te re s t, b u t 
en joy  a ll p riv ileges w ithou t in cu rrin g  
an y  o f th e  liab ilities. T he annual dues 
a re  $100.00 a  y e a r, p a id  b y  a ll in  ad ­
vance.
T he association  leases  to  th e  club th e  
p ro p e r ty  a fo resa id , th e  consideration  in  
lieu  o r  ren t, be ing  th e  pay m en t by  th e  
club of a ll sum s fo r  tax es , b e tte rm en ts , 
in te re s t, fix tu res , fu rn itu re , etc.
T he p ro p r ie ta ry  m em bers a re  assessed  
$300.00 each , and  b y  a  subsequen t reso ­
lu tion  o f th e  associa tion  a re  to  receive 
c red it th e re fo r, w ith  in te re s t  a t  6% .
F ive  m em bers fa il to  p ay  th e  a ssess­
m ent.
T he association  h av in g  executed  a  con­
tr a c t  fo r  th e  sale  o f th e  p ro p e r ty  fo r  
$110,000.00 th e  club d isbands a t  th e  end 
of th e  y ear.
T he club expend itu res fo r  th e  y e a r  
w ere a s  fo llow s: T axes, $1,800.00; In ­
te r e s t  on M ortgage , $3,600.00; R epairs , 
$1,000.00; Im provem ents, $3,000.00; F u r ­
n itu re  and  F ix tu re s , $2,000.00; G eneral 
E xpenses, $500.00; H elp (su n d ry  em ­
p loyees), $1,600.00.
T here  w ere house ch arg es a g a in s t th e  
m em bers $500.00, w hich w ere subse­
quen tly  collected; and th e re  w ere p ay ­
able book debts o f $4,000.00. A second 
assessm en t of $100.00 called fo r  to  p ay  
off th e  club debts, w as paid  b y  th e  p ro ­
p r ie ta ry  m em bers o f th e  association .
F ram e  jo u rn a l en tr ie s , ra ise  and  close 
accounts on th e  association  and  club 
books, and  p re p a re  balance sh ee t and 
revenue account fo r  each. (25 po in ts)
PR A C T IC A L  A CCO U N TIN G
T im e allow ed fro m  2 p. m . to  6 p. m . 
A nsw er a ll questions fu lly .
Do n o t re p e a t questions on exam ina­
tio n  p ap e rs , b u t w rite  an sw ers fu lly , 
d es ig n a tin g  th e  questions by num ber. 
T he in te lligence  ind icated  by  answ ers  
and  th e  n ea tn e ss  and  g enera l appearance  
of p ap e rs  w ill be considered in  m ark in g  
ap p lican ts , a s  w ell a s  th e  technical ac­
cu racy  of such answ ers.
P rob lem  3.
P re p a re  a  consolidated  balance shee t 
on th e  b as is  of th e  fo llow ing  fa c ts :
A sse ts  ----------------------------
S tock o f B  ( p a r )_______
Stock o f C ( p a r ) -----------
L iab ilities ___
C ap ita l S tock 
S u rp lu s --------
B
$100,000.00
15,000.00
15,000.00
$130,000.00
$50,000.00
75,000.00 
5,000.00
$130,000.00
A sse ts  -------------------------------  $50,000.00
S tock o f C (p a r )___________ 5,000.00
D e f ic i t______________________ 10,000.00
$65,000.00
L iab ilities _________________  $40,000.00
C ap ita l S tock _____________  25,000.00
$65,000.00
A sse ts  -------------------------------  $50,000.00
S tock o f B (p a r ) ----------------  5,000.00
$55,000.00
L iab ilities  _____ ___________  $10,000.00
C ap ita l S tock  -------------------- 25,000.00
S urp lus ------------------------------ 20,000.00
$55,000.00 
(20 po in ts)
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Problem  4.
T hom as J . Irv in g , of M artin sb u rg , 
W est V irg in ia , died th e  la t te r  p a r t  of 
J a n u a ry , 1921. A t th e  tim e of h is dea th  
he w as ow ner of, or contro lled  th e  en tire  
C ap ita l S tock of th e  Irv in g  Coal Com­
pany . H is widow, h is sole lega tee , w as 
nam ed as h is  E xecu trix . One of the  
stip u la tio n s o f th e  w ill w as th a t  the  
Irv in g  Coal C om pany m u st be sold. 
Several b ids w ere asked  fo r  and th a t  of 
C larence F . K n igh ton  w as accepted  and 
approved  by  th e  C ourt. D ue to  th e  bad  
condition in  w hich th e  books of th e  Com­
pany  w ere a t  th e  d ea th  of Irv in g  i t  w as 
deem ed necessary  fo r  th e  p ro tec tion  of 
vendor and vendee to  em ploy an  account­
a n t to  g e t th e  com pany’s a ffa irs  in  shape, 
accord ing ly  th e  fo llow ing  ag reem en t w as 
en te red  in to , viz:
C larence F . K n igh ton  offers to  p u r­
chase fro m  M rs. M ary  J . I rv in g , exe­
cu tr ix  o f th e  E s ta te  o f T hom as J .  Irv in g , 
la te  o f M artin sbu rg , S ta te  o f W est V ir­
g in ia, deceased, a ll o f th e  ou ts tan d in g  
cap ita l stock o f th e  Irv in g  Coal Com­
pany , a  co rpora tion  of th e  S ta te  of W est 
V irg in ia , a t  and  fo r  th e  sum  of $224,- 
443.34 upon th e  fo llow ing  conditions, 
ag reem en ts  and  u n d ers tan d in g s :
(a )  T h a t M rs. Irv in g  in so fa r a s  she 
m ay  as execu trix , and  abso lu te ly  in  h e r  
individual capacity , w ill g u a ran tee , th a t  
th e  cap ita l expend itu res  fro m  all 
sources fo r  th e  purposes of th e  Irv in g  
Coal C om pany w ill to ta l th e  sum  of 
$365,748.05.
(b ) T h a t th e  to ta l liab ilities  of th e  
sa id  C om pany w ill n o t exceed th e  sum  
o f $291,304.71. B oth  o f th e  to ta ls  r e ­
fe r re d  to  in  p a ra g ra p h s  “a ” and  “b ” 
shall be  figured  as of A pril 1, 1921.
(c) T h a t th e  cap ita l expend itu res and 
liab ilities of th e  C om pany w ill be de­
te rm in ed  by  an  au d it and  th e  findings 
o f th e  a u d ito r shall be b ind ing  upon 
bo th  sides.
(d ) I f  th e  au d it so m ade shall d is­
close th a t  th e  cap ita l expend itu res shall 
exceed th e  sum  o f  $365,748.05 th en  such 
excess shall be added to  th e  purchase  
price  o f $224,443.34; i f  i t  shall disclose 
th a t  th e  cap ita l expend itu res w ere  less 
th a n  th e  said  sum  o f $365,748.05 then  
such deficiency shall be deducted fro m  
th e  purchase  p rice of $224,443.34; i f  i t  
shall disclose th a t  th e  liab ilities exceed 
th e  sum  o f $291,304.71 such excess shall 
be deducted fro m  th e  sa id  sum  of $224,- 
443.34; b u t an y  sh o rtag e  in  liab ilities 
fro m  said  sum  o f $291,304.71 shall no t 
be added to  th e  pu rchase  price.
(e ) In  add ition  to  th e  fo reg o in g  p u r­
chase price , M rs. Irv in g  a s  execu trix , 
shall be p a id  th e  sum  equal to  th e  
am oun t o f cash  on hand  by  th e  Irv in g  
Coal C om pany on A p ril 1st, 1921.
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(f )  T itle  to  th e  p ro p e rty  of th e  said  
com pany shall be good and  m erchan tab le  
in  th e  opinion o f K nigh ton ’s counsel, 
sub jec t to  th e  fo llow ing:
1. T he la rg e  steam  shovel is  sub ject 
to  th e  lega l opera tion  and  effect of a  
co n trac t of sale betw een th e  B ucyrus 
Com pany and  th e  Irv in g  Coal Com pany, 
da ted  Ju ly  18th, 1920.
2. S ix teen  36-inch g auge  5-yard  W est­
e rn  side dum p ca rs  a re  sub jec t to  th e  
lega l opera tion  and effect of a  co n trac t 
betw een th e  W este rn  C o n trac ting  Com­
p an y  and  th e  Irv in g  Coal C om pany, 
da ted  Ju n e  21st, 1920.
3. Two locom otives a re  sub jec t to  th e  
legal opera tion  and  effect of a  co n trac t 
betw een th e  M ailable Iron  W orks and 
Irv in g  Coal C om pany, da ted  Ju n e  10th, 
1920.
■ I t  is  understood  th a t  th e  item s m en­
tioned in  1, 2, and  3 above w ere p u r ­
chased u nder conditional co n trac ts  of sale 
and  th a t  th e re  is  a  ba lance due on each, 
b u t th a t  com plete ti tle  can be obtained 
w hen th e  balance is  paid .
4. T he r ig h t o f w ay  ag reem en t w ith  
th e  B lack Coal C om pany prov ides fo r  
an  annua l r e n t of $300.00, and  th e  said 
r ig h t of w ay  ag reem en t is  to  provide, 
in  th e  opinion o f counsel f o r  K nighton, 
fu ll and  am ple r ig h t  to  u se  th e  p ro p e rty  
th e re in  described fo r  th e  purpose  of r ig h t 
o f w ay  fo r  side tra c k s  and  cable lines, 
to  e rec t, ope ra te  and  m a in ta in  tipp les , 
fo r  th e  g rad in g  and  load ing  of coal, and 
g en era lly  to  do an y  and  a ll th in g s  now  
done on said  p ro p e r ty  by  th e  Irv in g  Coal 
Com pany.
5. T he land  contro lled  by  th e  Com­
p an y  is  n o t he ld  in  fee  sim ple, b u t i t  is 
d is tinc tly  understood  th a t  fu ll and  com­
p le te  r ig h t to  m ine, excavate  o r o th e r­
w ise rem ove a ll o f th e  coal know n a s  th e  
Seven F o o t Vein, sa id  to  be 90 acres  o r a  
reasonab le  am oun t m ore o r less, on th e  
p rem ises described in  a  deed fro m  th e  
W est V irg in ia  Coal C om pany, e t  a l, to  
Irv in g  Coal C om pany, da ted  th e  19th day  
of Ja n u a ry , 1920, and  recorded on deed
b o o k _____________ a t ___ _ __ ___ __ folio
_______________  o f th e  L and  R ecords of
___________________  W est V irg in ia , and
also th e  fu ll and  u n re s tric ted  r ig h t to  
s tr ip  th e  su rface  fro m  sa id  coal and  to  
fu lly  use th e  su rface  th e reo f fo r  any  
and  a ll pu rposes n ecessary  o r ad v an ta g e ­
ous in  m in ing , excavating , s tr ip p in g  o r 
o therw ise rem oving  said  coal, is  pos­
sessed  by  th e  com pany. I t  is  understood  
th a t  th e  houses on said  p ro p e r ty  m en­
tioned  in  th e  said  deed fro m  W est V ir­
g in ia  Coal C om pany e t  al. h ave  been 
acquired  by  th e  Irv in g  Coal C om pany. 
I t  is  fu r th e r  understood  th a t  th e  su rface  
r ig h ts  m entioned  above em brace 120
acres o r a  reasonable  am oun t m ore o r  
less.
6. I t  is fu r th e r  understood  th a t  th e  
com pany also owns a  r ig h t of w ay  o r  
easem en t know n as  th e  W ash ing ton  r ig h t 
of w ay  w hich en titled  th e  com pany to  
b rin g  in  and  ta k e  ou t m ach inery  from  
th e  com pany’s p ro p e r ty  over p ro p e r ty  
described in  an  ag reem en t fro m  th e  
W ash ing ton  Coal C om pany to  th e  Irv in g
Coal C om pany da ted  .....................................
day  of ............ ................... ..............1920, and
recorded on th e  L and  R ecords of .............
..........................W est V irg in ia , in L iber N o.
_____ _______ Folio ...........................
Possession  of th e  p ro p e r ty  and  th e  
r ig h t to  o pera te  shall be delivered  to  
K n igh ton  a s  of A p ril 1st, 1921.
You have  been  appo in ted  au d ito r u n ­
d e r th e  fo rego ing  ag reem en t. A fte r  
checking up th e  books and  vouchers you 
find th e  fo llow ing  item s to  be co rrec t:
C ash ......................... ......................  $1,519.05
T ro lley  s id ing  ....................... ..... 346.36
R eal e s ta te  ...................................  152,400.00
H ouses ............................................  6,044.28
O rgan ization  expenses ............. 228.50
M ine depletion  fro m  beg in ­
n in g  o f opera tion  to  M arch
31st, 1921 ................................. 11,167.96
S urp lus ............ ........................ ..... 2,071.32
C ap ita l stock  4,000 sh a res  a t  .
$100.00 p e r  sh a re  ............ ..... 400,000.00
C. & O. R a ilroad  C om pany 
(C laim  fo r  re p a irs  to  E rie  
Shovel dam aged  in  t r a n s ­
p o rta tio n ) ________________  30.61
W illiam  A sh ton  (m ine ac­
count) advance fo r  expenses 178.67
A ccounts payab le  ___________ 113,753.89
Bills payable  ..................... ......... 230,134.04
C. and  O. sid ing  ......... ..............  13,023.47
H au lin g  system  ..........................  3,604.67
P ow er line ...................................  3,090.07
P la n t equ ipm en t:
B ucyrus Shovel
“ 35” ________  $20,516.46
B ucyrus Shovel
“225” ____ ___ 96,737.94
D ump cars  (16-5
y a rd ) ...............  7,094.08
Locom otive (2)... 9,527.33 
A ll o th e r equ ip­
m en t ................. 7,536.36
---------------- $141,412.17
In s ta lla tio n , gen e ra l .................  17,884.45
Sm all tools ...................................  104.48
T ipple ............................................  14,428.51
W ate r p la n t ......... ....................... 2,831.92
T he en g in ee rs’ e s tim a te  o f th e  coal in  
th e  g round  w as one m illion tons. I t  w as 
ag reed  to  cap ita lize  th is  tonnage a t  th e  
u sua l ro y a lty  ra te  o f fo r ty  cen ts p e r ton.
M ake up  a  B alance Sheet; show n e t 
p rice  to  be paid  by  K nigh ton ; and how 
a rr iv ed  a t. (30 po in ts)
November,
Main and Company announce the  
opening o f a T exas office at 512-513 
Union National Bank Building, 
Houston, Texas. Mr. G. I. Hall, C. 
P. A., form erly o f their Pittsburgh  
office, is resident manager.
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A ddress B efore T h e  N e w  Y o rk  State S ociety  o f  C erti­
fied P ublic  A ccou n tan ts
M UCH w ater has gone over th e dam since I m et w ith  
you here a year ago. A t th at tim e 
th e  W ays and Means Committee of 
th e  House o f Representatives was 
ju s t  beginning its deliberations 
which resulted in the Revenue Act 
o f 1926. Your President appeared 
before th at com m ittee and spoke 
w ith  reference to revenue m eas­
ures, and also of the Board of Tax 
Appeals. The representatives of 
m any other civil, business and pro­
fessional organizations did like­
w ise. Thereafter, on February 
26, 1926, the new revenue act be­
cam e law.
That act appeared at first blush  
to  have made radical changes w ith  
reference to the Board of Tax Ap­
peals, but on closer analysis, it was 
found th at in so far as the board 
itse lf  is concerned, the changes 
made were not radical. The num­
ber of members w as changed to 
sixteen. Before th at the board had 
fifteen members, but under the  
Revenue A ct o f 1924 th is number 
would have been reduced to seven  
in  June of th is  year. The provis­
ions relative to procedure other 
than adm ission of evidence, were 
le ft  ju st as they were before— in 
th e discretion o f the board. In­
deed, as I remarked a mom ent ago, 
there w as practically no change in  
th e  provisions relating specifically 
to  the board. The radical change 
w as in the provision made for a re­
v iew  of a case a fter it  had gone 
from  the board. I refer to the re­
view  of the board’s decisions by  
th e Circuit Courts of Appeals. But 
even th is is not so much a radical 
change as it  is  an additional ave­
nue o f relief open to the taxpayer 
a t h is option.
L et us glance for a mom ent at 
th is  phase o f  the subject. Prior to  
th e  passage o f the Revenue A ct 
o f  1924, only one avenue w as open 
to  a  taxpayer a fter  final notice of
By J . G ILM ER  K O R N ER . J r ., C hairm an  
U. S. B oard  o f T ax  A ppeals.
a deficiency from  the Commis­
sioner. That w as to pay the tax, 
and thereafter sue in the United  
States D istrict Court or in the  
Court of Claims to recover th e  
amount so paid. From these courts 
there lay, of course, appeals to  
higher tribunals— in m ost cases to 
the Circuit Courts o f Appeals. The 
taxpayers objected to  th is proced­
ure on two main grounds. One was 
that it was a hardship to pay be­
fore being able to secure an adjudi­
cation o f th e m erits outside th e  
Treasury Department. The other 
objection w as the long and tedious 
delay in securing an adjudication  
in the courts, even in the first in­
stance, and the heavy expense it 
entailed. There w as a further ob­
jection to ex istin g  procedure which  
was continuously urged as being  
m ost unsatisfactory. This objec­
tion was that, under it, nothing  
ever became settled. In the United  
States there are eighty-five United  
States D istrict Courts. The de­
cisions o f these courts were hope­
lessly  in conflict. They were con­
sisten t only in their inconsistency. 
This was but natural when one con­
siders th at the judges of these  
courts are removed from  each 
other and can not have the benefit 
o f consultation and advice, and an 
exchange o f view s one w ith  an­
other. In addition, it  should be 
borne in mind that these judges 
hear those cases under a widely 
varying range o f conditions. The 
nature and quality o f the presen­
tation, o f course, varies very wide­
ly  also. A t any rate, and for w hat­
ever reason, th is  sta te o f conflict 
did ex ist.
W hat w as the result of th is from  
a practical standpoint ? In the Bu­
reau o f Internal Revenue there was 
hardly a position taken th at did not
have the support of one or more 
D istrict Court decisions, irrespec­
tive of how many decisions there  
m ight be o f other like courts to the  
contrary. It was, perhaps, but 
natural th at the Bureau should fol­
low those decisions favorable to it  
and ignore those to the contrary. 
This was rendered th e more na­
tural when it is borne in mind th at 
all such courts are of equal dignity. 
Since the Bureau w as the final ar­
biter outside of the courts, the only 
recourse le ft to the taxpayer was 
to go into still another district 
court in the hope of inducing th at 
court to follow a precedent opposite 
to, but of equal dignity w ith , th at  
followed by the Bureau. In the  
meantim e, and until there w as a 
final decision of the Supreme Court, 
or a denial of certiorari by th at 
court on application for review  of a 
decision of a Circuit Court o f Ap­
peals, the Bureau continued to ap­
ply the rule adopted by it  in the  
first instance in th e case o f every  
other taxpayer presenting a sim i­
lar question. The result was an 
ever increasing flow of litigation  
arising all over th e country, 
wherein th e same questions were 
being presented over and over 
again in different jurisdictions. 
Bear in mind th at th is could not be 
helped, because there w as no way  
to stop collection or stay  proceed­
ings by injunction. This w as spe­
cifically prohibited by Statute.
Just here let m e interpolate, 
even a t th e expense o f breaking  
the narrative, to observe that, un­
der ex istin g  law today, th e  pen­
dency of an appeal in  the Board of 
Tax Appeals acts as a stay  of pro­
ceedings to  collect, and in the  
event o f ap attem pt to enforce col­
lection, the Statute now provides 
th a t injunction m ay issue to  pre­
vent it  i f  an appeal is  pending be­
fore the board.
To resum e the narrative: Of 
however serious nature the situa­
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tion was, it  can not be gainsaid that 
it  w as the source of an ever in­
creasing tide o f criticism . For six  
or seven years much thought and 
suggestion w as given to th e m at­
ter, and various rem edies offered. 
Some of these were tried, but the  
problem did not solve itself. Per­
haps, aside from  the m atter o f de­
lay and expense, th e  greatest criti­
cism  was that there was nothing  
even approaching uniform ity of 
precedence for the guidance o f the  
Bureau, or o f the taxpayer either. 
Out o f th is  criticism  and the  
thought given  to finding the rem­
edy, grew  the idea of an idepend- 
ent tribunal, devoted exclusively to 
ta x  m atters, which m ight create 
a consistent and uniform line o f  
precedents. Out of th is idea grew  
the Board of Tax Appeals, created  
by the Revenue A ct o f 1924.
B y  th at Statute, every right 
which a taxpayer had theretofore, 
was preserved to him. N othing  
w as taken away, but the board was 
added— a sort o f bonus, as it  were. 
The taxpayer had h is  option to pay  
and pursue h is remedy as form erly, 
or he could appeal to the board and 
finding there an adverse decision, 
could then pursue his form er rem ­
edy. To the extent th at taxpayers 
receive favorable decisions in  the  
board, then, is in a  very practical 
sense a net gain, because the num­
ber o f cases carried to  th e courts 
by th e Commissioner is  so small as 
to  be negligible. A t th e  la st ac­
count I had, the Commissioner had 
carried four principles to  the  
courts, involving about thirteen  
cases.
B ut there continued to be criti­
cism  directed to  the delay in  se­
curing final adjudication. The point 
w as repeatedly made that, in case  
of an unfavorable decision, the tax ­
payer m ust sta rt all over again, 
and th is involved all the objections 
which had been raised to the old 
system  which I reviewed a mom ent 
ago. So, again, the m atter w as 
brought to Congress to find a  m eth­
od o f shortening th e procedure, 
while a t the sam e tim e preserving  
the benefits which the board m ight
offer. The result o f th is was the  
recent legislation providing for a 
review of the board’s  decision by  
th e Circuit Courts o f Appeals. This 
is the principal change in the sys­
tem  from  th at obtaining under the  
Revenue A ct of 1924. There is still 
preserved to  the taxpayer the op­
tion o f staying out of the board 
and pursuing h is remedy in the  
courts in the first instance. This 
right has never been changed. So 
to  those who are not y et satisfied  
w ith the system  now in vogue, it 
m ay be answered that the courts 
are still open to them  a t all tim es.
There is one innovation, how­
ever, in the Revenue A ct o f 1926, 
which relates directly to the board. 
I referred to it  awhile ago in pass­
ing. This is the provision that the  
rules relating to the introduction  
of evidence shall be in accordance 
w ith  th e rules obtaining in Courts 
of E quity in the D istrict o f Colum­
bia. This provision w as made 
necessary by the righ t o f review  
given to the Circuit Courts o f Ap­
peals. In order th a t a record m ay  
be properly made for review  in  
those courts, it  is  necessary that 
som e definite procedure for the  
m aking of those records, be adopt­
ed. There m ust be som e chart for  
the guidance o f the board, the  
courts and the practitioners. Ob­
viously, a system  of rules o f one o f  
the sovereign sta tes would not be 
adopted. I f  provision had been  
made th at the rules obtaining gen­
erally in Courts o f E quity should  
be followed, hopeless confusion  
would have resulted, for there is  
judicial decision in the several 
jurisdictions interpreting and ap­
plying such general rules. These 
decisions are not alw ays in accord. 
The question would at once arise 
as to what authority would prevail 
in case o f such conflict. An inde­
pendent construction of such rules 
by the board m ight result in hav­
ing its  rulings reversed according 
to the particular precedents in any  
given  circuit to which an appeal 
m ight be taken. The alternative  
would be th at in case o f conflict, 
the board would have to  attem pt to
apply the rules and precedents o f  
nine different circuits and the  
Court o f Appeals o f the D istrict o f 
Columbia, varying in each case ac­
cording to the residence o f the tax ­
payer. Such a procedure would be 
confusing in th e extrem e. Some 
definite guide post was necessary. 
Congress chose the D istrict of Co­
lumbia. The difficulty here is more 
fancied than real. The rules gov­
erning the introduction of evidence 
in equity courts are essentially th e  
sam e in all jurisdictions. Practi­
tioners fam iliar w ith  such rules 
should find no difficulty under th e  
present Statute.
The insertion o f th is last named  
provision in th e Revenue A ct of 
1926 has caused m any of your pro­
fession  to ask what its  effect will 
be on th at practice o f that profes­
sion before the board. The ques­
tion is asked, w hether accountants 
will continue to be perm itted to ap­
pear as advocates before the board, 
or w hether such appearance will be 
restricted to  the role o f expert w it­
ness. It is  likew ise asked w hether  
the observance o f the provision to  
which I have ju st referred, will not 
of itself, inevitably result in the  
elimination o f accountants as advo­
cates.
These inquiries, and many o f  
sim ilar import, have come to th e  
board since th e enactm ent of th e  
recent revenue act.
The first o f th ese questions can  
easily be answered. Im m ediately  
after  the enactm ent o f the Rev­
enue A ct o f 1926, the board began  
considering its  rules w ith  a view  
to ascertaining w hat, i f  any, 
changes would be necessary. Many 
suggestions w ere received from  
practitioners— both attorneys and 
accountants. The board concluded 
to leave the rules as th ey  were un­
der the form er act. The reasons 
for th is  were, in general, the same 
reasons which influenced the board 
in the first instance in adopting its  
rules w ith  reference to practition­
ers. So far  as th e board itse lf is  
concerned, th e conditions surround­
ing  its  practice and procedure are 
not m aterially affected by th e new
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act. It is  true th at provision is 
now made by Congress governing  
the introduction o f evidence. But, 
so far as the board is  concerned, 
th is is not a radical innovation for  
the reason that ever since its  or­
ganization, the board has applied 
the general rules of equity in re­
spect o f th e introduction of evi­
dence. So that, under the present 
practice, in so fa r  as concerns a 
case which is  not appealed to a 
Circuit Court of Appeals, I do not 
see th at any appreciable difference 
is made.
This brings us to  the second 
inquiry, o f which I made mention a  
m om ent ago. T his second inquiry 
is a  much more difficult one to an­
swer than the first one. W hether 
th e statutory provision relative to  
the introduction of evidence will, 
of itse lf, result in  the elimination  
o f accountants as advocates, is a 
question which only a prophet can 
answer. I am not a prophet, and 
any surm ise o f m ine would be 
nothing more than a  guess, and in 
a guessing contest one man's guess 
is as good an another.
However, I will g ive you w hat 
appears to m e to be a fa ir  analysis 
o f the situation. To m e it  seem s 
that all m ust depend on the future  
conduct o f the case. B y future  
conduct, I mean the course the case 
is expected to take a fter  a  decision  
by the board. If th e case is  one in  
which th e taxpayer is satisfied in  
advance to abide the decision o f the  
board, even though th at decision  
is adverse to him, then the situa­
tion is  unchanged from  w hat it  was 
under th e Revenue A ct o f 1924. 
Under such conditions, there need 
be made only such a record as will 
sa tisfy  the Board o f Tax Appeals. 
This has been the situation hereto­
fore. In th at class of case, there  
would be no autom atic elimination  
of accountant practitioners.
The next case is  th a t wherein  
th e petitioner prevails before the  
board. I f  he w ins h is case, o f 
course he will be satisfied and the  
situation is exactly a s  in th at ju st  
outlined above— in so fa r  as the  
petitioner is  concerned. B ut there
is th e  possibility of an appeal by  
the Commissioner to the Circuit 
Court of Appeals, in such a  case. 
Therein lies th e rub, because nat­
urally, no one can be sure o f the  
outcome o f th e  case before the  
board. B ut there is  th is  thought 
to  be borne in m ind: The Commis­
sioner has not thus far  gone to an­
other tribunal after defeat in the 
board— except in a few  rare in­
stances. I do not want to be un­
derstood as m aking any prophecy 
for the future in th is respect. I 
do not and can not speak for the  
Commissioner. I can only tell you 
of w hat has happened heretofore. 
W hether or not th at reflects a set­
tled policy which m ay be consid­
ered as indicative o f h is future a t­
titude, o f course, I can not say. 
Thus far in th e board’s history, the  
Commissioner has not pursued 
cases to  th e courts, except those  
cases in which there is  involved an 
important principle. On the other 
hand, m any decisions o f the board 
which involved important princi­
ples have not been tested in court. 
V iew ing th e few  cases in which he 
has deemed it  w ise to te st the  
board’s decision, it  would seem to 
be h is policy to test those cases in 
which the important principle is 
coupled w ith  th e effect o f th e de­
cision on a very large number of 
like cases pending in the Bureau. 
Even im portant principles decided 
adversely to the Commissioner, 
have been acquiesced in by him  
when the effect has not been too 
far reaching in other cases. The 
amount of th e deficiency involved  
in the decision has not, at least 
thus far, seemed to make a differ­
ence in the Commissioner’s action, 
although I can readily conceive that 
i f  an adverse decision did involve 
a sum of great magnitude, the 
Commissioner m ight deem it pru­
dent, or even necessary, to petition  
for a review of the case in the Cir­
cuit Court of Appeals. Thus, one 
sees that, in the instance o f a case 
lost by th e Commissioner, there  
can be no assurance o f what his 
subsequent action m ight be.
Perhaps I do not need to say th at
it  is  th e appealed cases in which  
the accountant finds h im self elim i­
nated autom atically. The rules of 
th e Circuit Courts of Appeals pre­
clude all practitioners except a t­
torneys. B ut th is is equally true 
of th e D istrict Courts. If, under 
the Revenue A ct of 1924, a tax ­
payer lost h is case before the board 
and desired to contest the m atter  
further, or won it  and the Com­
m issioner brought an action in the  
D istrict Court for the recovery o f 
the tax, in either event the ac­
countant was eliminated, of neces­
sity , since he could not represent 
his client in court. So then, to the  
extent we look only at the m atter  
o f appearance and representation  
o f the client, the situation m ay be 
said to be no different under the  
present law from  w hat it  w as un­
der the prior law. B ut when we 
look a t the m atter to  be reviewed, 
a different aspect appears. Under 
the prior act where the case was 
taken afresh by the D istrict Court, 
there was no record before that 
court o f what had gone before, ex­
cept th e findings o f fact o f th e  
Board of Tax Appeals which, by  
Statute, were made prima facie  
correct. The burden was on the  
losing party to overcome the pre­
sumption of the accuracy of these  
findings. The case was tried in the  
D istrict Court de novo.
Under th e  present law, th at is 
not the case where a decision has 
been made by th e board. Under 
existin g  law, th e record made in  
the board will be reviewed by the  
appellate court. To w hat extent, 
or in w hat manner, th is review  will 
be had by the appellate court, no 
one can say  now. Recently the  
Chief Justice o f the U nited States  
called together in W ashington the  
senior circuit judges o f the nine 
Circuit Courts o f Appeals for a 
conference. Am ong the m atters 
considered at th at conference was 
th at o f th e procedure in appeals 
from the Board of Tax Appeals to  
the various Circuit Courts of Ap­
peals. That conference adopted a 
set o f rules which were recom­
mended by th e conference to such
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courts. These rules are contained  
in a report of th is conference sub­
m itted by Mr. Chief Justice T aft 
about the first o f October. A t th at  
tim e th is report was carried gen­
erally by the press o f the country. 
Thus far  only one o f the Circuit 
Courts has announced its  action on 
the recommendation of the confer­
ence. The court which has taken  
action is the Circuit Court of Ap­
peals o f the Third Circuit, whose 
headquarters is a t Philadelphia. 
That court adopted, w ithout 
change, the rules recommended by  
the con feren ce.
In summary on th is point, I 
would say that the accountant who 
is employed to represent a client 
before the board, should give con­
sideration in advance to th e pros­
pect of a petition for review of the  
board’s decision and record by the  
Circuit Court. W hether he should 
go forward in the trial of the cause 
before the board should depend, in  
m y judgm ent, on at least two  
th ings— first, w hether h is  client is  
w illing to  abide the judgm ent of 
the board in case o f defeat, and 
second, whether, in case of victory, 
the case is one which is likely to 
be reviewed on th e petition of the  
Commissioner. If, in either case, 
he is satisfied th at the case will 
m ost likely be reviewed by the  
higher court, the m atter is then en­
tirely w ith  him to consider w heth­
er, in the interest o f h is client, he 
should proceed to  try  the case and 
make the record for such review.
Personally I do not doubt but 
th at there will be hundreds, and 
perhaps thousands, o f board de­
cisions which will not be appealed 
to the higher courts. On the other 
hand, there will doubtless be a 
great m any such decisions which  
will be appealed. My conclusion is, 
th at to  a very great degree, the ap­
pearance o f accountants as advo­
cates before the board will be even­
tually determined by the number 
of such cases appealed and the out­
come in the higher courts in those  
cases wherein the records were 
made by accountants. Only tim e  
can answer th is.
No doubt you will be interested  
to learn som ething o f the new plan 
of organization adopted by the  
board th is summer. Pursuant to 
a statutory provision authorizing  
it, the board is now divided into 
16 divisions of one man each, in­
stead of into four divisions of three 
and four men each, as formerly. 
Experience has proved that a hear­
ing before a single member of the  
board is  as satisfactory and agree­
able to  both the taxpayer and the  
Commissioner as a hearing before 
two, three, or four men, and when  
there is taken into consideration  
the greater speed w ith  which the  
board can progress, it is believed  
th at it  w ill be far  more satisfactory  
to both parties litigant. The new  
plan was devised to accomplish  
four definite ends, all of which tend  
to the general aim o f expediting  
the work of the board. The three 
interm ediate definite ends are, (1) 
to  enable the board to hear more 
cases in W ashington by having  
more divisions sittin g  each day;
(2) to enable the board to hear 
more cases on circuit by having  
more circuit hearings in a larger 
number o f cities and at more fre­
quent intervals; (3) to  enable the  
individual members to devote more 
tim e to the consideration of cases 
w ith  a resultant larger output, and
(4) to  enable the board to devote 
more tim e sittin g  as a whole in re­
view ing the division decisions re­
ferred to it by the chairman. My 
talk has already gone to too great 
lengths, and I shall not now go into 
details of the new plan o f organi­
zation, but I shall be pleased to ex­
plain it to you after the close of 
m y talk if  you desire m e to do so. 
I shall only say here, that in th is  
plan the sam e safeguards are ob­
served relative to  review  of each  
case, as was had under the form er 
plan. W hile th e  divisions are in­
dividual in the m atter o f hearing  
cases, th is is not so in the m atter  
of their decision. For the latter  
purpose these divisions are 
grouped into so-called “P arts” of 
three men each, and each case has
the attention and study of the  
members of th e part in the same 
manner and in the sam e number 
of members as form erly it  did 
when the divisions consisted o f at 
least three members each. Like­
wise, as w as form erly the case, 
each and every case reported out 
of division is  referred by the chair­
man for review  by the board, and 
has such review before it is adopt­
ed and promulgated. Every case 
the board has decided since its or­
ganization, has been so referred  
and has been so reviewed.
I feel th at I have taken already 
more than m y allotted tim e on your 
program, but I would make a brief 
comment as to the status of the  
board’s  work. E xcept for a  large 
number o f jeopardy assessm ent 
appeals which came in during the  
60 days next following the 15th of 
March of th is year, the incoming 
flow of petitions has diminished in 
a very marked degree since the en­
actm ent o f the Revenue A ct of 
1926. Present indications, which  
are of approxim ately three m onths’ 
standing, show a decrease of about 
33 1-3 per cent in such incoming 
petitions. There are, no doubt, 
m any causes contributing to th is  
result. You are all, o f course, fa ­
miliar w ith  the so-called 60-day 
section in the bureau, composed of 
about 80 men. This section has 
completed its  task  o f auditing and 
review ing the jeopardy assess­
m ents o f w hich I spoke awhile ago, 
and is now devoting its  tim e to the  
settlem ent, when possible, o f cases 
in which a six ty  day deficiency le t­
ter w as sent, but no assessm ent 
made. It is likewise m aking more 
careful audit o f  the cases in which  
current 60-day deficiency notices 
are being sent out. The result is a 
diminution in such letters and a 
corresponding diminution in ap­
peals to  the board. In addition to  
th e “60-day section” (so-called), 
there is a som ewhat sim ilar section  
in the office o f the General Counsel 
composed o f upwards o f 20 men. 
The work of th is section (and o f  
th e unit 60-day section) is to re­
view  m ost carefully the cases al­
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ready on appeal to the board, w ith  
a view  to settlin g  such cases by  
agreem ent and stipulation. The 
result is  th at such stipulated set­
tlem ents, effected w ithout a  trial 
before the board, are com ing into 
the board by hundreds. Each such  
stipulation disposes o f one or more 
cases. The large number of ap­
peals from  jeopardy assessm ents, 
of which I spoke a moment ago  
constitutes a very m aterial per­
centage o f the total number o f ap­
peals now before the board. These 
cases are being settled by stipula­
tion in large numbers, and that ex­
traordinary number of appeals will, 
according to present indications, be 
disposed o f in due tim e by the  
parties w ithout the intervention of 
a board trial or decision.
The large number of appeals filed 
w ith  the board represents a 
dammed up reservoir of cases in 
the bureau covering a long period. 
Every indication shows that the  
peak has passed, and th at the in­
coming work of the board is on an 
increasingly lower level. I f  th is 
is  so, and I sincerely believe it  is, 
there is no reason to believe that 
th e board can not and is not, hand-
The Board of Directors of The 
American Society o f Certified Pub­
lic Accountants for the year 1925- 
1926 held its  final m eeting a t 11 
o’clock on W ednesday morning, 
September 22, 1926, in Wardman 
Park Hotel, W ashington, D. C. The 
following members were present: 
H arry E. Lunsford, Edwin L. 
Pride, Charles Hecht, Jam es A. 
Councilor, Homer A. Dunn, Parry  
Barnes, Carl E. D ietze, Thomas H. 
Evans and Wilbur L. Harrison.
The m inutes o f the preceding 
m eeting were read and approved.
President Lunsford announced 
that under the revised Constitu­
tion it  became the duty o f the  
Board of Directors to appoint one
ling the situation satisfactorily. 
The excess load I spoke of is being  
removed by stipulations o f settle­
m ent, the incom ing cases compris­
ing the “raw m aterial,” so to  
speak, are decreasing in volume 
(already about 33 1-3 per cent) and 
w ith  the new  plan of organization  
under w ay, th e board is prepared 
to increase the output very ma­
terially. These elem ents all taken  
together are m ost favorable.
Interested persons should, and 
fa ir  minded persons will, bear in  
mind th at the settlem ent of the ac­
cumulation o f tax  controversies 
covering years, can not be accom­
plished in a day or a week even. 
The tim e for such settlem ent m ust 
be thought of in  term s of its m ag­
nitude. The board has already ac­
complished a great deal in term s 
of volume, it  is prepared to do even  
more. W ith an increase in its  pow­
ers to do and a corresponding, 
or even greater, decrease in its  in­
com ing cases, I feel assured in say­
ing to  you th at the work of the  
board is progressing satisfactorily  
and that, given a reasonable tim e  
for its work to  bear fruit, the  
board will prove m y assertion.
auditor and three tellers. Due to  
the changes made and the need of 
having the audit completed in tim e  
so that the report could be given  
at the annual m eeting, he had  
taken the liberty o f em ploying 
Lester A. P ratt to make the neces­
sary audit and he desired to  have 
the Board form ally elect him  as 
Auditor. On motion o f Mr. Coun­
cilor, supported by Mr. Barnes and 
unanimously carried, Mr. P ratt was 
elected.
M essrs. Jam es S. Ball, Paul E. 
Schaub and Clifford M. Stoy, all of 
the D istrict of Columbia, were  
elected as tellers.
The Annual Reports o f th e Presi­
dent and Secretary were read, ap­
proved and ordered transm itted to  
th e annual m eeting.
The Secretary reported that the  
amendments to th e Constitution  
and By-Laws, subm itted in April, 
were adopted and th e President had 
announced to the membership th at 
they  were effective as o f June 1, 
1926. The Secretary also an­
nounced th at it  had been necessary  
to  borrow $2,000 on the authoriza­
tion given at the last m eeting of 
the Board of Directors. The note  
had been paid so th at th e transac­
tion w as completed w ithin the fis­
cal year.
The m eeting adjourned at 1 
o’clock.
The first m eeting of the Board 
of D irectors of The American So­
ciety o f Certified Public Account­
ants for the year 1926-1927 w as  
held in th e Wardman Park Hotel, 
W ashington, D. C., at 5.30 o’clock 
on September 23, 1926. The fol­
lowing persons were p resen t: Har­
ry E. Lunsford, Edwin L. Pride, 
Charles Hecht, Jam es A. Counci­
lor, D. H. McCollough, W illiam A. 
H ifner, Jr., and Wilbur L. Harri­
son.
The general problems before th e  
new Board of Directors were dis­
cussed w ithout any action being  
taken thereon and the m eeting ad­
journed until noon o f the follow­
ing day.
On September 24th the Board o f  
Directors m et at 12.30 o’clock w ith  
th e follow ing present: Harry E. 
Lunsford, Edwin L. Pride, Charles 
Hecht, Jam es A. Councilor, W illiam  
A. Hifner, Jr., H. A . Roney, D. H. 
McCollough, Archie M. Sm ith, 
Homer A. Dunn, Wilbur L. Harri­
son and Durand W. Springer, who 
was a guest on invitation o f the  
President.
President Lunsford announced 
th at the first business would be th e  
election o f officers for the year  
1926-1927. The election resulted  
as fo llow s: President, Jam es A. 
Councilor, W ashington, D. C .; F irst  
Vice President, Paul W. Pinkerton, 
Chicago, Illinois; Second Vice Pres­
ident, Jam es F. H ughes, Jersey  
City, N ew  Jersey; Secretary, Du­
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rand W. Springer, Ann Arbor, 
M ichigan; Treasurer, T. Coleman 
Andrews, Richmond, Virginia.
For fear th at som e one m ay read 
th is  article and overlook another  
appearing in th is issue, it  is stated  
th a t W ilbur L. Harrison, who had  
served th e Society as Secretary  
since its  organization, declined a re- 
election, announcement to  th at e f­
fec t having been given  som etim e 
since, which fa ct accounts for the  
change in Secretary.
On motion of Mr. Dunn the  
Board of Directors authorized the
Secretary o f the Society to notify  
the National Metropolitan Bank of 
W ashington, D. C., th at T. Cole­
man Andrews w as authorized to  
draw checks on the funds o f the  
Society.
The Directors also authorized  
Mr. Harrison to continue as Secre­
tary until such a tim e as the newly  
elected Secretary w as prepared to  
assum e the duties.
The Board adjourned at 2 
o’clock, th e remainder o f the tim e  
having been occupied in general 
discussions o f current problems.
M ichigan
The M ichigan A ssociation o f  
Certified Public Accountants held  
its  regular annual m eeting on 
Thursday evening, October 7 ,  1926, 
w ith  a representative attendance.
Many in teresting reports were 
made by  members who had at­
tended the annual m eeting o f The 
American Society o f Certified Pub­
lic Accountants. Interesting re­
ports were made by  th e various o f­
ficers and standing com m ittees. 
The membership o f the M ichigan  
A ssociation has increased th irty-  
three during the past year.
Officers elected for  the ensuing  
year are as fo llo w s: President, 
M ervyn B. W alsh, C. P. A .; Vice 
President, Richard Fitzgerald, C. 
P. A .; Secretary, W. H. Van Tifflin, 
C. P. A .; Treasurer, C. E. Neff, C. 
P. A .; Auditor, C. J. Lynch, C. 
P. A.
N ew  Jersey
The Society o f Certified Public 
Accountants o f the State of New  
Jersey held an all-day m eeting on 
Tuesday, October 19, 1926, at the  
Robert Treat Hotel, Newark, New  
Jersey.
Ohio
The Ohio Society o f Certified 
Public Accountants held its  annual 
m eeting on Saturday, October 9, 
1926, a t the H otel Gibson, Cincin­
nati, Ohio.
The day’s program included a 
luncheon tendered to  the v isiting  
members o f the Society by the Cin­
cinnati Chapter. Hon. Murray Sea- 
songood, Mayor o f Cincinnati, made 
the address o f  welcome. Fred J. 
Nichols, D irector o f the Merchants 
Service Bureau o f the National 
Cash R egister Company, Dayton, 
Ohio, addressed th e m eeting on 
“Service in B usiness.” Paul W. 
Pinkerton, C. P. A., member o f the  
firm of E llis, Pinkerton & Co., Chi­
cago, Illinois, spoke on “The Pre­
vention o f Failures,” and E . A. 
Kracke, C. P. A., member o f the  
firm o f H askins & Sells, Chicago, 
Illinois, spoke on “Accountancy in  
(C ontinued on page 352.)
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Connecticut
State Tax Commissioner, W il­
liam H. Blodgett, addressed the  
m eeting o f the Connecticut Society  
of Certified Public Accountants, 
held Friday evening, October 15, 
1926, at the City Club, Hartford. 
H e spoke on the subject o f “The 
Relation of the S tate Tax Commis­
sioner to Municipal Accounting.” 
The m eeting w as well attended  
by accountants from  all over the  
State, who were keenly interested  
in the problems presented and dis­
cussed by the Commissioner. He 
stressed the necessity  for the in­
stallation o f suitable accounting  
system s for the smaller munici­
palities, both w ith  respect to  the  
method o f recording tax  collections 
and other accounting features. He 
w as in favor o f having every town  
and m unicipality in the S tate audi­
ted annually, and it  w as h is opinion 
th a t expenditures made for th is  
purpose were necessary and repre­
sented sound investm ents.
A t the conclusion o f th e m eet­
in g  the resolution w as passed by  
th e Society endorsing the efforts 
being made by th e Commissioner 
and h is assistan ts toward the  
establishm ent o f uniform account­
ing, and pledged its  cooperation in  
furtherance o f th is work.
The officers o f th e Connecticut 
Society o f Certified Public A c­
countants are:
S. Earl Shook, President, Bridge­
port; W illiam Z. W hite, Vice Pres­
ident, N ew  London; Frederick W. 
Child, Treasurer, G reenw ich; 
H enry Knust, Secretary, Hartford.
D istrict o f Columbia
The Board of Directors o f the  
D istrict o f Columbia Institu te of 
Accountants m et on Tuesday, Octo­
ber 5, 1926, and elected the follow­
ing officers for the ensuing year: 
President, Edw. M. Tyler, C. P. A .; 
Vice President, C. Vaughan Darby, 
C. P. A .; Secretary-Treasurer, Les­
ter A. Pratt, C. P. A . The board is  
composed o f Jam es A. Councilor, 
C. P. A .; Edward M. Tyler, C. P. 
A .; C. Vaughan Darby, C. P. A .; 
Wilbur L. Harrison, C. P. A . ; L es­
ter A. Pratt, C. P. A .; D w ight N. 
Burnham, C. P. A .; Howard C. 
Beck, C. P. A.
Missouri
The Kansas City Chapter o f the  
Missouri Society o f Certified Pub­
lic Accountants held its  first 
m onthly m eeting o f the fa ll season  
on the evening o f October 4, 1926, 
in  connection w ith  a dinner a t the  
Blue H ills Country Club, Kansas 
City, Mo. A  paper on Lumber Ac­
counting w as read by Richard W. 
Wyler, C. P. A . The Kansas City 
Chapter is m aking a special effort 
to  obtain the attendance o f the  
staff accountants as auxiliary mem­
bers, and have instructive and in­
teresting  program s for them .
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“ Deal ye w ith  man and 
ye court e rro r”
W ere it not true, how much of the public accountant’s 
w ork would be unnecessary—how simple a matter 
would most appraisals be.
Appraisals like audits are man-made—there is no sim­
ple, infallible m icrometer which anyone may apply to 
measure property values or net worth. But the ac­
countant and the appraiser have means to correct 
e rro r when it does occur.
F or one thing, The Am erican Appraisal Company 
utilizes a system of checks at each stage in the prep­
aration of an appraisal. Seventeen of these checks, 
separate and distinct, ferret out possible errors with a 
certitude which is responsible, to no small extent, for 
the authority with which Am erican Appraisals are so 
widely endowed.
This surety of accuracy in the details of Am erican 
Appraisals make them safe allies for the auditor in all 
matters involving the accounting for property.
The American Appraisal Company
M ILW AUKEE
P U B L I C  U T I L I T I E S I N D U S T R I A L S  .  R E A L  E S T A T E  P R O P E R T I E S  -  N A T U R A L  R E S O U R C E S
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Germany.” A t the banquet which  
was held a t 6.30 in the evening, W. 
C. Culkins, Executive Vice Presi­
dent, the Cincinnati Chamber of 
Commerce, w as Toastm aster. Ban­
quet speakers were W. D. Wall, C. 
P. A., President of the Ohio Society  
of Certified Public Accountants, 
Columbus, O hio; Frederick C. 
Hicks, President of the U niversity  
o f Cincinnati; Hon. A lfred G. A l­
len, A ttorney at Law, form erly  
Member o f Congress, Second Ohio 
D istrict, Cincinnati, and Thurman 
Miller, Editor, W ilmington, Ohio.
Election o f officers resulted as 
follow s: President, W. D. Wall, C. 
P. A., Columbus; V ice President, 
R. A. Hurst, C. P. A., T oledo; Sec­
retary-Treasurer, L. G. Battelle, 
C. P. A., Dayton. D irectors: W. A. 
Coy, C. P. A., Cleveland; R. H. Gra­
vett, C. P. A., Cincinnati; H. W. 
Cuthbertson, C. P. A., D ayton; R. 
F. Mateer, C. P. A., Warren.
Oklahoma
A t an adjourned annual m eeting  
of th e Oklahoma Society o f Certi­
fied Public Accountants held on 
October 2, 1926, th e follow ing of­
ficers were elected for the ensuing  
year: President, Carl L. Rice, C. P. 
A., Oklahoma C ity; Treasurer, W. 
J. Law, C. P. A., Ardmore; Secre­
tary, Chas. A. W right, C. P. A., 
M uskogee; Trustees, L. E. Cahill, 
C. P. A., Tulsa, Robert E. Garnett, 
C. P. A., Oklahoma City, and M. C. 
Fox, C. P. A., Oklahoma C ity; A u­
ditors, J. G. Beavers, C. P. A., and 
C. B. Tribbey, C. P. A., both of 
Oklahoma City.
Pennsylvania 
The first fa ll m eeting o f the  
Pennsylvania Institute o f Certified 
Public Accountants was held on 
Monday evening, October 18, 1926, 
a t the A rts Club, Philadelphia, at
6.30, the m eeting being preceded 
by a dinner.
This w as a regular business 
m eeting o f the Institu te and among 
th e m atters com ing up for  atten­
tion were the report o f the Special 
Committee on th e  revision of the  
by-laws and the approval o f appli­
cations for membership.
A fter the business had been dis­
pensed w ith the evening was given  
over to a discussion o f “Analyzing  
Financial Statem ents.” Various 
angles o f th is subject had been as­
signed to  different members o f the 
Institu te for th e purpose of lead­
ing the discussion.
Tennessee
A t a m eeting o f the Tennessee 
Institu te of Accountants held in  
Memphis on October 12, 1926, Ed­
ward S. E lliott of Memphis, was 
elected President. The m eeting  
adjourned to m eet again on Tues­
day, November 2 ,  1926.
Virginia
The V irginia Society of Public Ac­
countants held its  annual m eeting  
in Richmond on September 4 ,  1926. 
The following officers were elected : 
President, Guy M. Scott, C. P. A., 
Richmond; Vice President, J. B ev­
erly Redford, C. P. A., Norfolk; 
Secretary-Treasurer, George T. 
Durham, C. P. A., Richmond.
C lassified  A dvertisem ents
A d v e r t is in g  cop y  for  th is  p a g e  sh ou ld  
be rece iv ed  in th e  office o f  T H E  C E R T I­
F IE D  PU B L IC  ACCOUNTANT n o t la te r  
than  th e  25th d a y  o f the  m on th  p reced in g  
th e  m onth  o f p u b lica tio n . R a te s  fo r  “H elp  
W a n te d ” and “S itu a tio n  W a n te d ,” $3.00 
per in ch  or fr a c t io n  th e r e o f  (7 l in e s  to  
an in ch ) for  one in ser tio n . T h e ra te  
fo r  " M isce llan eou s” is $5.00 p e r  in ch  for  
ea ch  in ser tio n .
C E R T IF IE D  PU B L IC  A CC O U N TA N TS 
— One of th e  lead ing  firm s of N o rth  
C aro lina  desires th re e  C. P. A .’s ex­
perienced in  m an ag in g  s ta ffs  o f h ig h  
c lass seniors. E xcellen t chances fo r  
advancem ent to  p ro p e r p a rtie s .— Box 
1181, G reensboro, N . C.
M IC H IG A N  C E R T IF IE D  P U B L IC  A C­
C O U N TA N T— D esires connection w ith  
live, p rog ressive  firm  p re fe rab ly , b u t 
n o t e ssen tia lly  in  M ichigan. N ow  h as  
charge  of one of th e  o ldest firm s in  
th e  S ta te . W ould be w illing  to  app ly  
p a r t  o f rem u n era tio n  to pu rchase  of 
in te re s t if  desired . H ave had  consid­
e rab le  experience in  b o th  la rg e  and  
sm all au d its  and  ta x  w ork. Box 147, 
T H E  C E R T IF IE D  PU B L IC  A C­
C O U N TA N T.
T A X  S PE C IA L IST , N ew  Y ork  C. P . A ., 
w ho h as  been engaged  in  ta x  w ork  f o r  
th e  p a s t  seven y ea rs , bo th  a s  au d ito r  
in  th e  T re a su ry  D ep artm en t  and  a s  
ta x  m an  w ith  public accoun tan ts, av a il­
able fo r  a  connection w here these  
qualifications w ill p rove o f m u tu a l ad ­
van tag e .—B ox 148, T H E  C E R T IF IE D  
PU B L IC  A CC O U N TA N T.
W IL L  P U R C H A S E  M ED IU M  SIZ E D  
P U B L IC  A CC O U N TIN G  PR A C T IC E
th a t  can  be handled  by  firm  of C erti­
fied P ublic A ccoun tan ts w ith  hom e o f­
fice in  P ittsb u rg h , P a . W ould p re fe r  
c lien ts w ith in  a  one hund red  m ile rad iu s  
fro m  P ittsb u rg h .— A ddress Box 149, 
T H E  C E R T IF IE D  PU B L IC  A C­
C O U N TA N T.
C E R T IF IE D  P U B L IC  A CC O U N TA N T 
(C onn.), ag e  30 y ea rs , desires p e rm a­
n e n t connection. No objection to  tr a v ­
eling. F av o rab ly  inclined to w ard s 
F lo rida .—A ddress Box 150, T H E  C ER ­
T IF IE D  PU B L IC  A C C O U N TA N T.
C E R T IF IE D  P U B L IC  A CC O U N TA N T
desires p e rm an en t connection. O ver 
s ix  y e a rs  public p rac tice , experienced  
in  ta x  inv es tig a tio n s and  prosecu tions, 
consolidations and  sy s tem atiz in g . C ap­
able o f superv is ing  la rg e  staff. No 
objection to  trav e lin g . Box 151, T H E  
C E R T IF IE D  P U B L IC  A C C O U N TA N T.
L EA D IN G  F IR M  O F  N E W  Y ORK C ER ­
T IF IE D  P U B L IC  A C C O U N TA N TS 
offer th e ir  N ew  Y ork  C ity  offices, w ell 
located, a s  res id en t office fo r  A ccount­
a n ts  o f o th e r S ta te s , o r th e  use o f  
th e ir  o rg an iza tio n  to  hand le  A ccount­
a n ts ’ E a s te rn  engagem ents.— Box 152, 
T H E  C E R T IF IE D  PU B L IC  AC­
C O U N TA N T.
C E R T IF IE D  PU B L IC  A CC O U N TA N T, 
engaged  in  C leveland fo r  som e years , 
seeks p a rtn e rsh ip  w ith  C leveland ac­
coun tan t, certified  o r  uncertified . L o­
cation  in  C leveland p re fe rred . Good 
oppo rtu n ity  fo r  r ig h t p a rty .—Box 153, 
T H E  C E R T IF IE D  PU B L IC  AC­
C O U N TA N T.
HOTEL LAFAYETTE
S ix teen th  and I  S treets 
W ashin gton , D . C.
CENTRALLY LOCATED
W ith in  th re e  b lo ck s o f T rea su ry  
D ep a rtm en t
A Complete Tax Library 
Available for use of guests.
W rite or Wire for Reservations.
M ODERATE R ATES
Business and professional m en find here the acme o f luxury and 
comfort. B eing in close proxim ity to  Governmental D epartm ents, the  
Mayflower is  ideally located for  th e man whose business brings him  to  
the N ational Capital.
WASHINGTON’S FINEST HOTEL 
an d  y e t—
R ates no higher than  a t 
less luxurious h otels
Over 1000 beautifully furnished rooms, all having outside exposure 
and private baths. The Mayflower offers every convenience for travelers, 
and a pleasant m em ory for  departing guests.
Connecticut Avenue —  Between The W hite House and Dupont Circle
W H E N  A N S W E R IN G  A D V E R T IS E M E N T S  M E N T IO N  T H E  C E R T I F I E D  P U B L IC  A C C O U N T A N T
YOU
Can Carry It Anywhere
Think of th is sm all Burroughs Portable—  
weighing only 19 lbs.—in its  own carrying 
case ready to go w ith you anywhere—on 
any job. W hat can be handier for the 
auditor or for the accountant handling 
the books of several concerns?
And what the Portable gains in portability 
it  retains in performance. The portable 
has fu ll standard visible keyboard, 8-coI- 
umn capacity. It adds up to $1,000,000.00 
and has the speed advantage of one-hand 
control.
The Burroughs Portable is  built by Bur­
roughs from  the finest m aterials— built to 
last. It carries Burroughs guarantees. 
Behind it is  Burroughs nation-wide service.
Dollar for dollar and feature for feature 
the Portable is  the best value in mechani­
cal figuring equipment ever offered to the 
accountant and the public.
Burroughs A dding M achine Co.
DETROIT, MICH.
Burroughs
Portable
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A COMMENDATION
W E are glad to print th e following announcement and we hope that a large number of certi­
fied public accountants, non-resident in New York, 
will feel like encouraging th is movem ent by taking  
out non-resident membership therein. Of course, the  
local certified men will associate them selves as mem­
bers for th e good fellowship which will be derived  
from m eeting others o f the sam e profession. Twenty  
years ago such a m ovem ent would have been impos­
sible, as petty jealousies were too pronounced. It is  a 
hopeful sign of th e tim es th at leaders have been  
found willing to undertake the task  of hum anizing the  
public accountant in h is  own environment.
THE ACCOUNTANTS CLUB OF AMERICA, INC., 
announces th at the rooms o f the Club are now open 
at the Hotel Belmont, 42nd Street at Park Avenue, 
N ew  York. The Club Rooms will be open at 9 a. m. 
A s soon as a sufficient demand arises the rooms will 
be kept open until late at n ight and on legal Holidays 
and Sundays. Meals m ay be obtained at all hours. 
Special attention is invited to Luncheon from  12 to 3 
and Dinner from  6:30 to 8:30. Come and find a 
friend.
A PERSONAL WORD
CUSTOM suggests th at an individual on assum ing  an editorship should outline any policies which  
he hopes to carry out. Our cover quotation is printed 
for th e purpose o f m aking a personal appeal to 
the readers of THE CERTIFIED PUBLIC AC­
COUNTANT.
Has C. P. A. legislation and, in recent years, regu­
latory accountant legislation been of any value to the  
public? If so, it deserves your support as a citizen. 
Has your C. P. A. certificate been of any value to you ? 
If so, The American Society deserves your support, 
for its first object is “to protect and foster the cer­
tificate of Certified Public Accountant as granted by 
the States and other political subdivisions.,,
W hat have you done, and what are you doing, to  
encourage united effort in th is direction? Your first 
duty is to your State Society of Certified Public A c­
countants, which should reflect the h ighest standards 
and ideals o f the profession. Your second duty should
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be to support the national organization having that 
purpose in view which bases its membership on the  
State granted certificate, recognizes in its adm inis­
trative plan the in itiative right o f the individual 
member to participate in nomination and election of 
representatives, and provides for an affiliated rela­
tion w ith  State Societies.
When Mr. Harrison declined a reelection, the pres­
ent Secretary o f The American Society and Editor of 
THE CERTIFIED PUBLIC ACCOUNTANT accepted  
these positions w ith the feeling  that an opportunity  
was presented of leading a movem ent to secure closer 
working relationships between State Boards, State  
Societies, and a national organization than had here­
tofore existed. W henever someone else can be se­
cured to carry on, he is ready to return to the ranks 
as well as to the environment in which he has so long  
enjoyed him self.
For forty-five years h is activities have been cen­
tered in Michigan. He has seen the U niversity of 
Michigan grow from an institution o f twelve hundred 
students to one of tw elve thousand students. He has 
seen the accounting profession develop from a posi­
tion w ith no standing to  one of considerable influence. 
In that development he has been a factor, but no more 
so than m any other public spirited public account­
ants. So far as he knows, he was the first certified 
public accountant in M ichigan to serve on an arbi­
tration board, and was the first certified public ac­
countant to  be appointed by a Michigan court as  
receiver.
It is not an easy th ing to leave a locality where 
friendships o f m any years’ standing call upon one to 
remain. In 1912 he was elected Secretary o f the  
National Education A ssociation, w ith  the head­
quarters located in a d istant city. He was notified 
by telegram  o f the election, but declined to accept 
unless the headquarters could be brought to Ann  
Arbor. This was done and he served th e N . E. A. 
for five years, or until the w ar period opened up 
another field o f service.
M ichigan has done some th ings in th e accounting 
field which are o f interest to  the profession as a
whole. These accomplishments have been secured 
because a large percentage of th e Michigan certified 
public accountants were w illing to join their indi­
vidual efforts and thus secure a  more united support 
for m atters o f general interest than has usually been  
found in State accounting organizations. However, 
th is  has not resulted in friction between the certified 
and the uncertified men. One  of the pleasant experi­
ences in connection w ith  th e  change has been the  
receipt o f letters from  uncertified men in practically 
equal numbers w ith  those recieved from  certified  
men expressing the hope th at th e new duties would 
not necessitate a withdrawal from  M ichigan relation­
ships.
If the Secretary shall be able to  stim ulate as gen­
eral cooperation by certified men throughout the  
country as Michigan has developed, he feels th at 
w hatever sacrifices o f com fort th e change will pro­
duce will be more than com pensated by the belief that 
his efforts have not been in vain.
It would not be fa ir  to close th is initial statem ent 
w ithout a reference to  the fa c t th at in th e last 
analysis the w ife o f the Secretary is th e  one who has 
after all sacrificed the m ost. To th e Secretary each 
day brings new faces as well as new conditions, 
whereas the w ife, com ing to an environment w ith  a  
relatively small number of acquaintances, finds a situ­
ation under which it  is a case o f aw aiting develop­
m ents. To leave the county to which her grand­
father came ninety-five years ago and in which she 
was born and has spent practically her entire life, as 
well a s  the various social relationships which are 
necessarily broken, in order that her husband m ight 
enter a phase of service as he saw  it, requires a  type 
of loyalty to the cause which, i f  matched to any  
degree at all the members o f the profession at large, 
■will produce results in the development o f organized 
accounting activ ities w hich will be very marked.
Individually, no m an’s efforts avail much. Col­
lectively, all m en’s efforts are all availing. Collective 
effort is only possible follow ing or coincident w ith  
individual effort. Only the man who has never been  
assisted  by the efforts o f others can afford to flock 
by him self. Those who have been so assisted  realize 
the value o f cooperation. I f  all public accountants 
had through the past years rendered no more service 
to the cause than some have, accountancy would not 
have a professional standing today. If all had rend­
ered service equal to th at given  by some, accountancy 
would have made greater advancement in the pro­
fessional field than it  has.
H ave you given  such an amount o f your tim e and 
energy as m ight reasonably be expected? Some have 
done more. They need no urging. Will you do the  
th ing  for  the up-building o f the profession to  which  
you belong which you can do and which perhaps no 
one else can do as well ? Each man m ust answer for  
him self. I f  you will, in th e language o f a current 
phrase— DO IT NOW.
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Annual Convention Exhibitors
W ASHINGTON, SEPTEM BER 22-25, 1926
BURROUGHS ADDING MACHINE COMPANY
Two machines, a typew riter billing machine and a 
new duplex subtractor, captured the lion’s share o f 
interest in the Burroughs Adding Machine Company’s 
exhibit at the W ashington conference.
The typew riter billing machine was presented as a 
utility  machine for all classes o f mechanical account­
ing. Dem onstrations covered a wide range o f work, 
including ledger-posting, distribution, billing and 
various kinds o f record w riting. This machine w rites  
all descriptions, quantities or amounts, and prices, 
and instantaneously computes and prints the exten­
sions.
The m achine itse lf is a practical combination of 
typew riter and electric computing mechanism, and 
features direct printing o f the computations. It is 
reported to be the only machine built that writes 
and computes a complete bill in one operation.
The new Burroughs duplex subtractor was out for  
its  premier showing. This machine is described as a 
combination, in one model of the standard Burroughs 
bookkeeping machine and the duplex, or double add­
ing, statistical machine. Dem onstrations of the new  
machine in operation brought out the fact that it 
not only handles the actual posting or record writing, 
but it  stores totals in order that proof m ay be estab­
lished autom atically.
Other machines demonstrated to the v isiting  ac­
countants were: A  public utility  machine for con­
sum er billing and payroll w ork; a special stock record
m achine; a machine that posts ledger, statem ent and 
proof in one operation; a calculator; and th e new  
Burroughs portable adding machine. A  novel display 
o f accounting plans in chart form brought additional 
attention to the Burroughs booth.
W. A. Alderson of the Burroughs main office at 
Detroit was in charge o f th e exhibit. It was the first 
tim e, he said, that his company had had an oppor­
tunity  to  exhibit its  m achines before members o f The 
American Society of Certified Public Accountants, an 
opportunity which h is  company appreciated.
COMMERCE CLEARING HOUSE
The Commerce Clearing House, publishers of loose- 
leaf services, books and m agazines on taxes, business 
law, etc., provided an exhibit w ith  the following prin­
cipal item s:
Unabridged Federal Tax Service: A m ost complete 
loose-leaf compilation of the la test law and regula­
tions, noting changes from  prior acts and regula­
tions, thoroughly annotated w ith ample d igests o f all 
prior decisions and rulings. Supplemented w ith  fre­
quent current m ailings, promptly reporting all new  
decisions and rulings.
Board of Tax Appeals and Federal Court Service: 
A  fa st current reporting service, giving complete tex t  
of all board and court decisions. This also gives di­
gests of pleadings in all cases before the Board and 
Federal Courts.
Inheritance Tax and Stock Transfer S erv ice: Com­
plete compilation of all official m aterial on inheritance 
taxes in all States and Territories o f the United  
States and Canadian Provinces.
A  Complete Income Tax Library in One Volume: 
New  edition in one bound volume of about 4,000 pages 
on Bible paper will g ive income tax  laws and regula­
tions since 1909, w ith  all word changes in sim ilar 
acts and regulations clearly indicated by different 
type faces, in  stra ight running easy to read text. 
Completely annotated w ith  excellent digests of all
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decisions and rulings from 1909 to December, 1926.
New  York State Tax Service: Complete loose-leaf 
compilation w ith current m ailings on income tax, 
property tax, corporation tax, franchise tax, transfer  
tax, estate tax, m ortgage tax, etc.
Rewrite and opinion Federal Tax Service, National 
Income Tax Magazine, Current Business Reports plus 
Business Law World, Consolidated U. S. Income Tax 
Laws, Regulations, Rulings, Cases.
The machines exhibited by th is company were the  
New  Dalton Direct Subtracting “M ultiplex” Machine, 
“M ultiplex” Bank Ledger Posting and Statem ent Ma­
chine, “M ultiplex” Commercial Ledger P osting and 
Statem ent Machine, “M ultiplex” Combined Ledger 
and Statem ent Machine, “M ultiplex” Statem ent Ma­
chine, “M ultiplex” Savings Bank Machine, Bookkeep­
ing Cash R egister Machine, Adding Machines, Cal­
culating Machines, Shuttle Carriage Machines, and 
Cross Tabulating Machines.
The Direct Subtracting Machine combines a Multi­
plex Machine, D irect Subtracting Machine and the  
Calculating Machine, all in one, a machine that here­
tofore has never been manufactured by any company.
The Bank Ledger Posting and Statem ent Machine 
makes proof work in banks autom atic as it checks 
its  own work as the accounts are being posted, while 
the machine is arranged for 40 per cent faster operat­
ing speed than the present bank posting machines.
The Commercial Ledger Posting and Statem ent 
Machine autom atically prepares a list of the item s 
posted so that when any errors occur the list can be 
checked w ith  the original statem ent to locate the  
error.
The Combined Ledger and Statem ent Machine does 
not require the use of carbon paper as it repeats auto­
m atically all the item s posted on the ledger to the  
statem ent. A t th e end of the month it is only neces­
sary to  remove the statem ent from the files and issue  
them  to the customer. In addition to proving the
item s posted it proves th at the old balance has been  
correctly brought forward.
The Cash Register Machine is equipped w ith  forced  
indication requiring clerks to record their letters be­
fore an amount can be recorded.
The Dalton Cross Tabulation Machines are ar­
ranged so that a series of non-add numbers or a 
series of add numbers may be recorded on a single  
straight line. The non-add numbers are autom ati­
cally taken care of and the add numbers will accumu­
late so that when the tabulation work is completed, a 
total o f the add amounts can be secured.
ELLIOTT-FISHER COMPANY
The E lliott-F isher Company exhibited two late  
models. The first was the Autom atic Electric Ac­
counting Machine, which embodied fifteen automatic 
features, including three of outstanding interest and 
im portance:
(1) Carriage return— right and left.
(2) Carriage return— forward and back, and
(3) Line spacing.
The E lliott-F isher Company representatives state  
that th is machine combines sim plicity, ease, speed, 
flexibility and com pleteness of proof.
The other model was th e Autom atic Feed Machine, 
which is another accomplishment along the line of 
effecting autom atic operation. On it can be w ritten, 
in one operation, any number o f copies up to fifteen, 
w ithout manual insertion or removal of carbon paper, 
aligning and realigning set, etc. Non-productive 
operations are reduced to a minimum, leaving nearly 
100 per cent of the typ ist’s tim e available for w riting.
Literature, showing the application of the com­
pany’s  complete line to accounting records in many 
enterprises was displayed and distributed.
The exhibit was in charge o f Mr. J. V. Brownell, 
W ashington manager, and Mr. W ilfred C. Sigerson, 
chief accounting engineer, N ew  York C ity ; the latter  
who is a member of the American Society, took part 
in the various activities of the convention.
THE DALTON ADDING MACHINE SALES  
COMPANY
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THE LANSTON MONOTYPE MACHINE CO. The bookkeeping machines exhibited by th is com­
pany covered the accounting needs of all types of 
retail, as well as other kinds of business.
This exhibit emphasized the versatility  of the 
Underwood— its practicability for Customers’ A c­
counts, Stock Records, B illing and Accounts Payable.
In addition to its exhibit of machines, the Under­
wood Typewriter Company had on hand a complete 
collection of accounting form s used in the system s o f 
well known companies in every part of the country.
The Lanston Monotype Machine Company built its  
exhibit at the B usiness Show in W ashington around 
two models of the B arrett Portable— The Barrett 
Portable Model 9 Adding L isting Machine, retailing  
at $88.00, and the Barrett Portable Model 12 Adding, 
L isting and Calculating Machine, retailing at $195.00.
A feature of the B arrett E xhibit was a detailed  
showing of the working parts of its machines. The 
fine workmanship which characterizes B arrett manu­
facture and th e special features embodied in its con­
struction were shown to  good advantage.
Frank J. Roderick, general sales manager of the 
Barrett Division of the Lanston Monotype Machine 
Company, visited the exhibit. Mr. Roderick stated  
that the company was ju st closing its fifth year as 
m anufacturer and distributor of the B arrett Portable 
w ith  the b iggest annual business in its history.
UNDERWOOD TYPEW RITER CO.
REMINGTON TYPEW RITER COMPANY
The exhibit of the Remington Typewriter Com­
pany was of special interest to everyone who had an 
opportunity of v isiting  it because of the complete line 
of bookkeeping and billing machines as well as type­
w riters which were shown. The outstanding feature  
of the bookkeeping and billing machines is their per­
fect adaptability to every accounting requirement,
which makes it possible to fit them  to every indi­
vidual requirement w ithout taking into account any  
mechanical lim itations in designing a system .
An advance showing of the new Remington front- 
feed bookkeeping m achine was made. W ith th is ma­
chine, several form s m ay be collated and an audit 
sheet o f all the transactions posted during the day 
is autom atically secured. This machine, in common 
w ith all other models, in addition to computing each  
individual balance or m aking a line audit, autom ati- 
cally accumulates separate totals for each individual 
column on the form.
A distribution or analysis machine was shown, 
which, in addition to the cross computation, will ac­
cumulate th irty  or more individual totals depending 
on the necessary capacity o f each column. If an 
error is made in the distribution, the machine will 
autom atically lock, thus forcing the correction of the  
error before the work can be continued. The machine 
m ay also be equipped w ith  a star proof o f clearance 
device which makes it  possible to secure visible evi­
dence on the record that no error was made.
The display o f  the Underwood Typewriter Com­
pany, Inc., a t the annual m eeting of The American  
Society was both interesting and comprehensive.
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The new bookkeeping machine keyboard w hich has 
been designed, places the numeral or adding keys 
directly under the finger tips of the operator, which  
makes it possible to secure very rapid operation. The 
sim plicity o f operation elim inates the necessity of 
em ploying a special machine operator and makes it 
possible to use the regular clerks who are fam iliar  
w ith  the work, which insures an efficient installation  
from  the start.
MONROE CALCULATING MACHINE CO., INC.
The Monroe Calculating Machine Company, Inc., 
with general offices a t Orange, N. J., and sales and 
service branches in all principal cities o f the country, 
exhibited representative models of the Monroe line 
o f H igh Speed Adding-Calculators.
These machines are adaptable to every type of 
figure-work from simple addition up to the intricate 
details of cost and engineering formulas. Both hand 
and electrically-operated machines in several sizes 
and models were shown.
Accountants today realize, more than ever before, 
the necessity of saving tim e and elim inating un­
necessary effort, as well as securing first-tim e ac­
curacy. The features of the Monroe are especially 
well-suited to th is purpose. The use of th is machine 
enables the accountant to handle a larger amount of 
more profitable work.
The features of the Monroe today, the m ost promi­
nent of which are durability, speed as well as sim ­
plicity of operation, a visible proof of accuracy, a 
flexible keyboard, and a two-way mechanism elimi­
nate the greater part o f m ental and physical effort, 
safeguard the handling of the figures from the errors 
o f the human element, and make it possible for any­
one to apply the machine to their calculations after 
brief instruction.
The autom atic machine is electrically driven by a 
small motor and operated by two touch bars, plus and 
minus. Addition is accomplished by m erely setting  
the amounts on the keyboard and touching the plus
bar. If the minus bar is touched, the amount on the 
keyboard is subtracted from the amount in the lower 
dials. M ultiplication is done by m erely “w riting” one 
number on the keyboard and turning the other num­
ber, or multiplier, into the upper dials, by touching 
the plus bar and sh ifting  the carriage so that the  
figures o f the multiplier appear in the proper position  
in the upper dials.
The keyboard and upper dials give a proof of the  
accuracy o f the result which appears in the lower 
dials. In division, the number to be divided is turned 
into the lower dials and the divisor set on the key­
board. The rest of the operation is automatic, the  
answer appearing in the upper dials.
THE STANDARD MAILING MACHINE COMPANY
“S ixty  per cent o f the brains in a business go into 
the m ails.”
A  few  decades ago such a statem ent would have 
been derided, for the days of large scale production 
and national sales organizations were then but visions 
and prophecies.
Today, th is statem ent is accepted as a conservative 
estim ate o f the ever-increasing use of the mails. That 
outgoing mail is now the very heartbeat of many en­
terprises and requires th e utm ost dispatch, is best 
indicated by the prominence that is being given postal 
service w ith  its fa st mail trains and air-mail routes.
The Post Office Departm ent is doing everything  
w ithin its  power to expedite deliveries, but are the  
mailers them selves keeping pace w ith  modern methods 
of preparing their mail for efficient Post Office hand­
ling?
Over 55,000 mailers throughout the country have 
discarded the antiquated hand m ethods of sealing and 
stam ping envelopes and are using the neat and simple
yet rapid m ethods afforded by th e  use of Standard  
Envelope Sealers and Standard Stamp Affixers.
Office boys and girls form erly engaged in th is tedi­
ous work now have the opportunity o f perform ing
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more creative, more instructive work. The employer, 
in turn, benefits by the improved appearance o f h is 
mail and his ability to mail a large volume w ithout 
confusion or delay.
Hundreds of larger mailers are taking advantage 
of the first class perm it privilege extended by the  
P ost Office Department. If a concern has an average 
daily mail exceeding 300 pieces it  m ay obtain a per­
m it to imprint the postmark, stampmark, and cancel­
lation m arks by m eans of a m achine such as the  
Standard Postal Perm it Printer and Sealer, which  
w as on exhibition a t the convention. This machine 
also faces, feeds, seals and counts the mail it  is im- 
prnting, at a sped o f about 10,000 pieces per hour.
The advantages o f th e Standard Postal Perm it Sys­
tem  are important to  the larger mailers. It saves the  
tim e and labor involved in the separate operations of 
sealing and stamp affixing; elim inates the w aste or 
m isuse of postage, and expedites the mail through  
th e P ost Office. Inasmuch as perm it mail is pre­
cancelled faced, and stacked when it  reaches the Post 
Office, it  receives the m ost expeditious handling and
often reaches its destination several hours earlier 
than ordinary adhesive stamped mail.
Mail, a vitally important phase of any business, 
m erits careful preparation and speedy delivery. 
Standard M ailing M achines are economical agents of 
speed in mailing.
Secretary Springer Visits Illinois, Wisconsin and Michigan
The A ssociation of Governing 
Boards of State U niversities held 
its  annual m eeting a t th e Univer­
sity  of W isconsin, Madison, Thurs­
day, Friday and Saturday, Novem ­
ber 11, 12 and 13, 1926. The pres­
ent Secretary of The American So­
ciety of Certified Public Account­
ants, having been Secretary of the 
Association of Governing Boards 
since its  organization, utilized th is  
occasion for the purpose o f m eet­
ing w ith  different groups in the 
three sta tes indicated.
Tuesday, Novem ber 9, the Mich­
igan State Board of Accountancy 
had a m eeting at which it  finally  
passed upon applicants for th e N o­
vember exam ination and trans­
acted such other business as had 
accumulated since the October 
m eeting. The Secretary attended  
the same.
W ednesday noon a conference 
was held w ith  the officers of The 
American Society in Illinois at a 
luncheon held at the Hamilton  
Club. The present Illinois officers 
a r e : Paul W. Pinkerton, Vice- 
President, and W. B. Castenholz,
George P. Ellis, David Himmelblau 
and George W. Rossetter, State  
Representatives. A few  other 
members of the Society whom it 
was desired to see had also been 
invited, as w ith the tim e at our dis­
posal w e could not make many 
calls. Practically three hours 
were spent in discussing the whole 
C. P. A. situation in Illinois and 
the relation o f The American So­
ciety thereto. The Secretary em­
phasized the necessity for throw­
ing the entire strength of certi­
fied public accountants to  the sup­
port of the State Society and then  
helping to direct the policy o f the  
state Society as in the last analysis 
every sta te  Society m ust represent 
the best consensus of opinion w ith  
regard to any profession in that 
section of the country. If it fails, 
the profession is the loser thereby. 
A t a later date the Secretary hopes 
to m eet our entire membership in 
Illinois.
W ednesday afternoon the Secre­
tary w ent to Milwaukee where he 
was privileged to m eet w ith  the  
State Board of Accountancy which
was giving a C. P. A. exam ination  
at which six ty  applicants were 
present.
A t half past six  o’clock a special 
m eeting o f the W isconsin Society  
of Certified Public Accountants 
was held at the Milwaukee A thletic  
Club for the purpose of m eeting  
the Secretary of The American  
Society. Following the dinner, 
which w as attended by forty mem­
bers and presided over by Presi­
dent Carl Penner, the Secretary 
addressed those present for an 
hour. He endeavored to show by 
comparison w ith organizations of 
other professions that in the last 
analysis the state organization w as 
the m ost essential in developing a 
high standard of professional con­
duct. He drew comparisons be­
tw een the situation in the account­
ing profession tw enty years ago, 
when jealousy prevented such 
m eetings as this, w ith that of to­
day when accountants were will­
ing to get together and discuss 
their common problems to the mu­
tual benefit o f all.
He recommended the p o l i c y
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adopted by the M ichigan A ssocia­
tion of Certified Public Account­
ants in cooperation w ith  the Mich­
igan State Board of Accountancy  
of holding a m eeting and dinner 
following each exam ination to  
which all successful applicants 
were invited as guests of the A s­
sociation and at which the certifi­
cates which had been earned were 
delivered by the Board. Following  
the talk it was agreed that W is­
consin should do the sam e th ing  
w ith reference to the exam ination  
ju st held and it  was decided to in­
vite  the successful candidates to a  
dinner in December. In fact, W is­
consin w ent M ichigan one better  
by voting to g ive one year mem­
berships to not to exceed three of 
th e candidates who were recom­
mended by the State Board as hav­
ing  passed especially meritorious 
exam inations.
The Secretary invited any per­
sons present who were not mem­
bers of The American Society to  
join and emphasized the value o f 
the possible affiliated relationship  
provided for by the recent amend­
m ents to  th e Constitution. In 
view  of the fact th at th is was a 
specially called m eeting and that 
the call did not cover any such con­
tem plated action, it w as suggested  
th at it would be better policy for  
those present, if  they  desired, to 
recommend th at th e Board of Di­
rectors negotiate w ith  The Am er­
ican Society for such an affiliated 
relationship and then send a notice 
o f such a recommendation to all 
members of the Society so th a t due 
notice would be in the possession  
o f all for final action at the De­
cember m eeting. Such a recom­
mendation w as passed by a unani­
mous vote.
Informal discussion of the above 
mentioned subjects and related  
topics occupied the tim e till a fter
11 o’clock when adjournment was 
had.
Thursday afternoon at 2 o’clock, 
th e  Secretary spoke to the juniors 
in  the School of Business Adm inis­
tration  o f th e  U niversity o f W is­
consin, at th e invitation of F ayette  
H . Elwell. Professor Stephen Gil­
man (the “Professor” is used to 
distinguish betw een the father at 
Madison and the son at Chicago) 
recalled the fact that in 1903, when  
the work at Madison had been ju st  
inaugurated the Secretary had de­
livered the fir st course o f lectures 
on accounting given by an out­
sider. The difference in the size 
o f classes between those of 1903 
and 1926 w as very noticable. The 
Secretary showed the historical 
grow th of accounting legislation  
through th e period in which  
the perm issive type of C. P. A. 
legislation had so developed as to  
include all sta tes  and other gov­
ernmental units, and showed its  
natural and logical development as 
illustrated in the regulatory public 
accounting l e g i s l a t i o n  already 
adopted in five  states.
He also outlined the develop­
m ent o f accounting as a profession  
as shown by the establishm ent of 
rules of Professional Conduct, 
stressing the idea that while the  
public accountant m ust never for­
get his relation to h is client, he 
must keep continually in m ind the 
fact that he has a relationship to 
the public which m ust not be over­
looked, by reason of the possibility  
th at reports prepared by him will 
be used by the client for the pur­
pose of securing either credit or 
capital from  individuals who will 
be largely governed in their de­
cisions by the facts presented in 
the report prepared. The public 
accountant a t all tim es is a pur­
veyor o f facts except as he be­
comes an advocate when appearing 
before a governm ental body such  
as the Board of Tax Appeals or 
courts.
Twenty of the Madison account­
ants m et at the Madison Club at 
6 o’clock for a dinner presided over 
by Mr. Elwell, a fter  which the Sec­
retary spoke for half an hour, 
specially em phasizing the part 
which should be played by state  
organizations in controlling profes­
sions as distinguished from  the  
part w hich national organizations 
can legitim ately play in such con­
trol.
John B. Tanner, of Chicago, who
has recently purchased a summer 
home near Madison and who was 
engaged in closing it for the w inter  
season, was present and called a t­
tention to  the distinction between  
the analytical work which was or­
dinarily carried on by public ac­
countants and th e synthetical work 
which opened up to the public ac­
countant larger possibilities for  
rendering assistance to the busi­
n ess world and securing for him ­
self a greater financial return. He 
expressed the opinion th at ac­
countants had been dealing too  
much w ith  analytical procedure 
and had not been sufficiently awake 
to the possibilities of synthetical 
reports.
Q u e s t i o n s  were asked and 
answered for more than tw o hours 
before the m eeting adjourned.
Friday evening, following a din­
ner of th e A ssociation of Govern­
ing Boards o f State U niversities, 
the Secretary presented a paper on 
“Suggested Changes in U niversity  
Organization.” This paper was 
som ewhat radical in its view s when  
m easured by th e present m ethods 
of university adm inistration which  
have been largely a m atter o f ac­
cretion rather than development. 
The fundam ental principle which  
he sought to establish was th at  
universities should be organized on 
a functional basis rather than on 
an occupational basis as at pres­
ent.
The F irst M ethodist Church o f  
Ann Arbor, which is the largest 
church in th at university center, 
has been having a series of Sunday 
evening pulpit editorials th is fall, 
given by business and professional 
men. In th is series the deans o f 
the Medical and Law schools had 
each discussed medicine and law  
as a profession. Sunday evening, 
Novem ber 14, the Secretary spoke 
on “Accounting as a Profession.”
W hen the Secretary was elected  
it  was understood th at he would re­
tain h is relation to the Michigan 
State Board o f Accountancy as 
long as the appointing powers were 
willing and the Michigan account­
ants desired. H e will remain a  
(C ontinued on pag e  377)
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The Accountant and the Lawyer
M R. PRESIDENT, and mem­bers o f th e  Society: I 
lave been very  much inter­
ested yesterday and today in  
your proceedings. They reminded 
m e of the proceedings o f the Am er­
ican Bar A ssociation ; w e have the  
same problems to solve th at you  
have. You talk  of your Journal 
and how to  improve it, as we do. 
Your Society is  a much younger 
one than ours. We have been in  
existence for 49 years. You have 
been functioning about five  years. 
The progress th a t you have made 
has been certainly very gratifying. 
I congratulate you upon it.
My subject is “The Accountant 
and The Lawyer.” You will note 
th at the accountant comes first. 
I f  I w ere speaking to lawyers, 
you m ight come second. There 
were accountants before there  
were lawyers. There were trans­
actions first and those who 
had the transactions could have 
made th e record o f them  if  they  
had so desired. They found, 
however, th at it  was better to go on 
and have more transactions and 
employ som e one to  make the rec­
ord o f those th a t had been made. 
So it  was th at accountants were 
before law yers or the construction  
o f laws. So it  w as th at from  force 
of circum stances those w ho made 
the transactions had someone else 
record them . They had bookkeep­
ers first. Then when the book­
keepers could not tell w hat the rec­
ord w as there the accountant came, 
analyzed the records, summarized  
them , told the judge, the jury, or 
anyone else th at was interested in  
the t r a n s a c t i o n s ,  what they  
amounted to. Thus the accountant 
came into being.
W hen there were disputes over 
the transactions the lawyer came 
in. H e was consulted. H e tried to  
find out w hat w as in the book; 
w hat the records showed. He was 
helped som e by th e  bookkeepers, 
but not very much. He looked to  
th e accountant who analyzed the
By F o rm er S en a to r C H E S T E R  I. LONG, 
o f K ansas.
A ddress B efore th e  A nnual M eeting  of 
th e  A m erican  Society o f C ertified P u b ­
lic A ccoun tan ts, Sep tem ber 24, 1926.
bookkeeper’s work. So the lawyer 
and th e accountant began to work 
together. Then when the dispute 
was subm itted to  a third party, the  
judge or jury, or both, the lawyer 
was th e advocate; he told the third  
party what was in the books, g et­
tin g  h is  inform ation from  the ac­
countant. In th e early days the  
law yer was h is own accountant. 
The books were brought into C ourt; 
the lawyer knew them  by heart 
and he did the best he could w ith ­
out the accountant. He early  
found, however, the necessity for  
an accountant.
A s a  result w e have these  
tw o professions, th e advocate, 
who is often the consulting at­
torney also, and th e accountant. 
W e have gone along that w ay for  
a number o f  years. In these later  
tim es w e hear a great deal about 
the lawyer-accountant and the ac- 
countant-lawyer.
I have read in your Certified  
Public Accountant about the law- 
yer-accountant and the accountant- 
lawyer. There seem s to be an e f­
fort to  combine them  and have one 
person do both duties. I do not be­
lieve in the dual purpose law yer 
and I do not believe in th e dual pur­
pose accountant. I am not opposed 
to a person having all the inform a­
tion he can obtain. It is much bet­
ter for th e law yer to understand  
medicine, business and accounting; 
it  will help him  in h is practice of 
law. I am not opposed to the ac­
countant understanding medicine, 
business and la w ; it  w ill help him in 
his practice o f accounting; but 
when it  comes to the practice of 
law, or accounting, to  have them  
centered in the sam e person runs 
counter to th e spirit o f the tim es.
Modern transactions are so com­
plicated, th at it  is very d ifficu lt for
a person to become a specialist in  
more than one line. It is  the ex­
ception to have a person a specialist 
in two lines. The demand of mod­
ern business is for experts to  do 
th ings quickly and accurately.
I w as much impressed w ith  a 
statem ent som e tim e ago, on the  
fir st page o f the Accountant. It 
was from  Macaulay, in which he 
expressed h is view s on th e  expert 
and specialist m any years a g o : 
“The world generally g ives its  ad­
m iration not to the man w ho does 
what nobody else ever attem pts to  
do, but to th e man who does best 
what m ultitudes do well.”
That idea runs through all mod­
ern business transactions. The 
breeding of the dual purpose ani­
mal is not a success. We breed 
for milk or beef, not for both. We 
breed for m utton or wool, not for  
both. W e breed for speed or 
strength, not for both. A  race horse  
is  n o t  also a draft horse. Your 
profession has grown upon the  
theory th at you are a necessity in 
modern business. It has grown be­
cause m odem  business demands 
accuracy and speed a t the sam e 
tim e. The law has been adjusted to  
your situation. It is  very well 
understood now; years ago it  was 
not. Years ago it  w as necessary  
to  bring th e books into Court. 
They are brought in now and tend­
ered to th e opposing Counsel; but 
th ey  w ere then opened in Court, 
th e  jury, judge, and counsel exam ­
ined them .
I have spent days in the trial of 
cases on the exam ination of the  
books. I tried to find out w hat 
th ey  m eant, in the transac­
tions between the parties. I 
do not do th at any more. Very  
few  law yers do. Time is too  
valuable for Courts or anyone else  
to do that. The law  is well settled  
now as to  how to do this. The ac­
countant exam ines th e books be­
fore th e trial. He analyzes the  
transactions from  the record made 
in the books. H e brings in a sum-
362 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T December,
mary or audit, and te lls the Judge 
and Jury w hat is in the books. H is 
word is taken. Here is the law  
followed by the courts: “It is prop­
er for the Court in aid of the Jury 
to perm it the testim ony of a com­
petent person who has prepared a 
tabulated statem ent in writing, 
summarizing the m aterial facts, 
shown by the books and records, 
which are them selves in evidence.”
Confidence is  given to  the state­
m ent of the accountant who comes 
into Court and tells w hat the books 
contain. How is there conflict be­
tween the duties o f  the advocate 
and the accountant ? W hy can not 
the same person be both advocate 
and accountant? The accountant 
is an expert, who is try ing  to ad­
v ise the Court and Jury on the  
facts. It is d ifficult in modern 
business to find out what the facts  
are about a given transaction, or 
transactions. That is caused by 
th e complications o f modern busi­
n ess; of the w ay in w hich it  is 
carried on. The advocate is a par­
tisan, always has been and always 
will be. There is  no necessity for  
the advocate as a m atter of law. A  
party to a dispute can present his 
own case in Court. He can argue 
it. I have seen it  done in the Su­
preme Court of the United States  
and in other courts.
That privilege is never denied to 
a party in a law suit. He can ap­
pear and state h is case and argue 
his case, argue the facts and argue 
the law, i f  he so desires. So the 
man can come into Court and be his 
own accountant. He can tell w hat 
th e books show. He can say, “I 
made th is transaction. I know  
what it was and here are the rec­
ord o f w hat was done.” The 
Court perm its him to do that. But 
early the party to a dispute discov­
ered it  was better to employ some 
one to present the fa c ts  as shown  
by th e books. So the accountant 
was developed from th at situation. 
A t first the parties had no lawyers, 
but presented their dispute to the  
Judge or Jury. W hen one had his 
side presented by an advocate the  
other came to the conclusion that 
he had better do the same. So the
development o f the advocate took 
place. The accountant is an ex­
pert. The accountant is not a par­
tisan  like the advocate. He should 
present what the books and rec­
ords show and his word is taken be­
cause he is not a partisan. When 
there is combined in the same per­
son th e duties of the advocate who 
is a partisan and the duties of the 
accountant who is  not a partisan, 
a good advocate and som etim es a 
good accountant are made less e f­
ficient.
Accountancy is a success be­
cause the accountant is not a par­
tisan, but presents the facts from  
the books and records. If he be­
comes a partisan his word will not 
be taken in the future as it is now 
by Court and Jury. He will fa ll to 
the level o f  the medical expert, who 
has become a partisan, and repre­
sents one side or the other as an 
advocate does. The present public 
estim ate of the medical expert is 
not as h igh  as it  w as when h is  
word was taken as to certain con­
ditions, because he w as an expert 
and not a  partisan.
There is a great field for the ac­
countant outside o f the court room. 
The great demand in modern court 
procedure is speed and accuracy. 
We hear much about the Law’s de­
lay. We have heard o f it since 
Shakespeare’s day and before. It 
is what causes many people w ith  
real substantial controversies to  
settle out of court and not go 
through an arduous trial before a 
court and jury. A s w e are seek­
ing, speed and accuracy in court 
trials, we have learned to lean upon 
the accountant, more than ever. 
In fact, the accountant is taking  
the place in m any trials o f the 
Jury. In certain transactions 
where there are mutual accounts, 
and there is  a question as to what 
the records show, such cases are 
no longer tried by a Jury. They  
are subm itted to the Court and the  
Court leans heavily upon the ac­
countant.
It is well to note the Court dock­
ets and see the small number of 
cases, comparatively, that are 
brought to trial. The number of
cases that are adjusted, com­
promised, and settled are increas­
ing every day. W hy? The law­
yer, when he brings the case, 
m akes largely a partisan exam ina­
tion o f it. He has one side o f it, 
only. H e is not perm itted usually, 
to  find out w hat the other side has, 
or w hat their records are.
Form erly he could not obtain it 
at all. W e are now getting  infor­
m ation on both sides before bring­
ing the suit. The accountant is 
now brought in. He exam ines the  
transaction from  the records made. 
The work of the accountant is a f­
fectin g  seriously judicial pro­
cedure.
There are very few  professions 
th at have the w eight and influence 
of yours in  business transactions 
outside o f Court. More and more 
the accountant is brought in to  
look into the business o f the cor­
poration th at w ants a line of credit 
and on the accountant’s report 
loans are made. A  corporation 
th at w ishes to sell its  securities to  
the public m ust have an account­
ant’s report. The report of the ac­
countant is often referred to  in the  
statem ent o f the corporation. 
Stocks and bonds are purchased  
upon your report.
This is done because you are 
non-partisan; th at you will show  
the facts as th ey  are; th at you 
have looked into all the transac­
tions and put them  in the form  of 
a summary to  present to  the pub­
lic. A  great field has been 
opened up for th e accountant. 
B ut i f  your profession and 
m ine operate separately, there  
is still a field in which both can 
work together. W e depend on our 
work in our professions, for the  
support o f ourselves and our fam i­
lies. A fter  th a t has been accom­
plished every citizen of th is Re­
public owes it  to h im self and his 
country to study the governm ent 
we have. H e should determine 
what kind o f a governm ent th is is 
and w hether it  is worth saving.
It is an experim ent in a way. It 
has lasted only 137 y ea rs; changes 
have been made in it, other changes 
are threatened. All o f you who be­
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long to the accounting profession  
should look into these questions 
and do your part as citizens of th is  
Republic.
There are questions that are 
com ing up. We ought to have our 
opinions on them . We should 
know w hether w e should go this  
way or that. There are three ques­
tions, legal in their nature, being  
presented to th e people o f th is  
country.
W hat are they  ? The first is the  
preservation o f individual liberty. 
The second, is th e preservation of 
local self-governm ent, and the  
third is the preservation of repre­
sentative governm ent. These ques­
tions are up because there are per­
sons who are endeavoring to de­
stroy individual liberty, local self- 
governm ent and representative  
governm ent. We should determine 
w hether we shall go w ith  those  
who are try in g  to  change our form  
o f governm ent, or w hether we 
shall stand by the principles that 
were followed when it w as formed.
W hat is liberty ? We have heard  
more about it in the past few  years 
than ever before. W e have heard  
more about questions of govern­
m ent than ever before. W hy ? Be­
cause there have been changes 
made in our constitution by amend­
ments.
When Congress adjourned in 
March, 1925, there were over one 
hundred proposals pending to 
change the form  of governm ent by 
amendments to  th e constitution. 
We got along w ith 15 amendments 
to the constitution until twelve  
years ago. Ten o f them  were 
adopted at the beginning. There 
were two others made. Then there  
were three amendments up to  
tw elve years ago; we have made 
four additional since. B ut th at is 
as nothing to  w hat is proposed to  
be done.
B ut w hat is liberty. The Su­
preme Court recently defined it:  
“Liberty denotes not m erely free­
dom from  bodily restraints, but 
also the r igh t o f  the individual to 
contract, to engage in any o f the
common occupations of life, to ac­
quire useful knowledge, to marry, 
to establish a home and bring up 
children. To worship God accord­
ing to the dictates o f h is own con­
science, and generally to  enjoy  
those privileges long recognized at 
common law as essential to the or­
dinary pursuit of happiness by free  
m en.”
We have heard a great deal for  
years about the deprivation of life  
and property. The word liberty is  
found in the f if th  amendment to 
the Constitution of th e United  
States and the fourteenth amend­
m ent; the fourteenth referring to 
the State, the f ifth  referring to the  
National Government.
We have heard a great deal 
about the taking of life  and prop­
erty, but very little about liberty. 
B ut w e are beginning to  get these  
decisions now because o f the fact  
th at liberty, as defined, has been 
interfered with. W hat w as the oc­
casion of th is pronouncement by  
the Supreme Court of the United  
States? Nebraska passed a law  
which provided that no teacher in 
that state should teach m odem  
languages under the eighth  grade. 
If he did it  w as a crime. Iowa 
passed a law along the same lines 
providing th at no teacher, how­
ever well qualified, could teach  
m odem  languages in that state in 
the eighth  grade, or lower, w ith­
out com m itting a crime. And Ohio 
throwing o ff all disguises said that 
no teacher in th at state should 
teach German, w ithout com m itting  
a crime, if  he taught it in the  
eighth  or lower grades.
These cases from  these three  
sta tes finally reached the Supreme 
Court of the United States and in 
its  decision th is language was 
used. The court decided that all 
those States had interfered w ith  
persons in the ordinary occupations 
of life. That can not be done in th is  
country. The Supreme Court held 
th at E nglish  should be taught; 
th at every person should learn the 
English  language, but i f  a person  
wanted to learn some other lan­
guage it  was not a crime to  teach
it to the person who wanted to  
learn.
Then Oregon decided to pass a 
law by in itiative and referendum. 
I do not know w hether you have 
the in itiative and referendum in 
your State. It was the fashion sev­
eral years ago. It destroyed con­
fidence in the legislature and told 
the people to do it them selves. It 
was the idea o f a pure democracy. 
We have started several th ings in 
Kansas— things that the rest o f  the  
country have taken, some gladly  
and cheerfully, others not so gladly  
and cheerfully, but we never had 
the in itiative and referendum. I do 
not know how we escaped. We did 
get it when it was the fashion. No 
sta te  would get it  now. The fash ­
ion has gone by. But Oregon has 
it. They did not pass a law by the  
legislature but by in itiating it. It 
provided th at there were not to be 
private schools in that state under 
the eighth  grade; that all had to  
go to  the public schools in the  
eighth  or lower grades. Private  
schools would have been destroyed  
after a certain time.
Generally the parent or guardian  
selects the school for the child. In 
Oregon, after a certain date, they  
had to  send the child where the  
State said. That case went to the  
Supreme Court of the United  
States and the Supreme Court de­
fending liberty said that the parent 
and the guardian could say where 
the child should be educated. That 
the child did not belong to the  
State and that the State could not 
interfere w ith  the liberty of the  
parent or guardian to determine 
where or how the child should be 
educated. That law fell.
In Tennessee recently the legisla­
ture said, not th a t certain subjects 
should not be taught in th at State  
like was done in Iowa, Ohio, and  
Nebraska, but th at biology should  
be taught so as not to conflict w ith  
the Bible story o f creation taken  
literally. A  teacher in h igh school 
used tex t books of th e State, which  
were printed before th at law was 
passed, and were in conflict w ith  
th at policy o f the State. H e was 
arrested, tried and convicted. The
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case is now pending in the Su­
preme Court o f Tennessee, and if  
it  is decided th at the statu te is 
valid, it  w ill ultim ately reach the  
Supreme Court of the United  
States.
The question is w hether the  
liberty of the teacher in Tennessee 
to  teach or the child to learn is in­
terfered with. We are interested  
in th is question, not in determin­
ing w hether biology and the Bible 
story o f creation are in conflict; 
not as to which is r igh t; that is  
for scientists and theologians, hot 
for lawyers and accountants; but 
we are interested in the question  
w hether a state by its legislature  
can control opinions and say w hat 
its  people shall think on a certain  
question.
We are accustomed in th is coun­
try  to have our actions regulated. 
We are regulated by the nation, 
State and the m unicipality. You 
cannot go into the street w ithout 
having your actions r e g u l a t e d .  
George W ashington said, when  
transm itting the Constitution of 
the United States to  Congress, 
“Living in society we m ust give  
up a share o f liberty to  preserve 
the rest.” That is regulating our 
actions. Tennessee is try in g  to  
regulate our opinions. The ques­
tion is w hether or not it  can be 
done. I think th at is an im portant 
question to  consider w hether a 
State can go that far. That ques­
tion is not a  new one. It is new  
to us, but not new to the country. 
It w as tried in Virginia before the  
Constitution o f the United States  
w as adopted.
Thomas Jefferson, a fter he  
w rote the Declaration of Independ­
ence, became a member o f the  
legislature and w rote V irginia’s 
statu te for religious freedom. He 
w as a codifier. I have a friendly  
feeling for a codifier, I was one m y­
self, in Kansas, several years ago. 
He w as a codifier and go t a num­
ber o f h is proposed laws through  
but could not get that one through. 
People would not stand for it. That 
was in 1776. In 1785 he was m in­
ister  to  F rance; Patrick Henry was 
governor o f V irginia. Patrick
Henry said a great deal about 
liberty, in fact, he preferred it  to 
death. He wanted one or the  
other; if  he could not have liberty  
he would take death. W hile he 
was governor, he conceived the  
idea th at a tax  should be placed 
on all people o f Virginia to  support 
religious teachers, all. m inisters 
were included. He favored such  
a bill and Jam es Madison, Who was 
in the legislature, opposed it. “T he  
contest was on,” as Bancroft says, 
“from the sea to the mountains 
and beyond.” A fter  the discussion  
w as over, Patrick H enry’s bill was 
dead. Then Madison presented the  
statute for religious freedom  w rit­
ten by Jefferson and w ith  few  
amendments it became the law of 
Virginia and is so today.
The best analysis of the statute  
for religious freedom th at I have 
read is th at made by W illiam J. 
Bryan. He said tw enty years ago, 
“In th e preamble to the statute for  
religious freedom, Jefferson put 
first that which I want to  speak 
o f last. It was that the regulation  
of the opinions o f  men on religious 
questions by law was contrary to 
the laws o f God and to the plans 
of God. H e pointed out that God 
has it  in H is power to  control 
man’s mind and body, but th at he 
did not see f i t  to  coerce the mind 
or body into obedience to even Di­
vine w ill; and th at if  God H im self 
w as not w illing to use coercion, man 
uninspired and liable to error ought 
not to use the m eans th at Jehovah  
would not employ. J e f f e r s o n  
realized th at our religion w as a re­
ligion o f love and not a religion  
of force. * * *
“I believe th at when Jefferson as­
sisted  in the establishm ent o f re­
ligious freedom, he asisted  in g iv­
ing to  our governm ent its  strongest 
support.” T hat idea was incor­
porated in the f ir st amendment to 
the Constitution, largely through  
Madison’s influence. The Supreme 
Court of the United State in pass­
ing on th e first amendment said: 
“That the legislative powers o f the  
governm ent reach actions only and 
not opinions. * * * Congress w as 
deprived o f all leg islative power
over mere opinion, but w as le ft  
free to  reach actions in violation  
o f social duties or subversive o f  
good order.”
That was w hat Bryan thought 
about th at statute. W hat did Jef­
ferson think o f it?  A  short tim e  
after h is death, h is epitaph was 
found among h is papers. I saw it 
a few  days ago at Monticello. Look­
ing a t th at monument, I saw  what 
Jefferson had passed over. The in­
scription said nothing about his 
having been a member o f the Con­
tinental Congress, member of the  
Legislature of V irginia, Governor 
of Virginia, M inister to France, 
Secretary o f State, V ice-President 
of the United States, President o f  
the United States. N othing like 
th a t was on the monument. Here 
is w hat is on th a t monument, w rit­
ten  by Jefferson h im self: “Here 
w as buried Thom as Jefferson, au­
thor of the Declaration of Am eri­
can Independence, o f the statute  
of V irginia for religious freedom, 
and father o f the U niversity o f  
V irginia.”
That is w hat he thought o f  
liberty o f opinion.
I have not tim e to discuss the  
preservation of local self-govern­
m ent or th e preservation o f repre­
sentative governm ent. Both these  
questions are pressing upon us 
from  every side. More th ings are 
being done in W ashington now  
than fifteen  years ago. Few er  
th ings are being done in the sev­
eral S tate capitals. Local self- 
governm ent is  being impaired; so 
is representative governm ent, not 
only in th is  country but in Europe. 
There are forces gathering for the  
preservation o f th e liberty o f the  
child to  learn, th e liberty o f the  
teacher to  teach, the liberty of the  
parent or guardian to select the  
school for the child, the preserva­
tion o f local self-governm ent, and 
of representative g o v e r n m e n t .  
Join these forces, appeal to public 
opinion, to the Legislature, to Con­
gress, to the courts, so th at the  
liberty o f man, woman, and child, 
local self-governm ent, and repre­
sentative governm ent shall not per­
ish  from  the earth.
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Government Accounting
UNIFORM ACCOUNTING IN  THE NATIONAL GOVERNMENT
I N  the October issue of the Cer­tified Public Accountant a t­
tention was called to the fa ct that 
the General Accounting Office is  
now engaged in th e gradual instal­
lation in the Government Services 
o f a uniform system  of bureau ac­
counting. From th is  system  a con­
solidated balance sheet m ay even­
tually be prepared. The general 
ledger accounts used in th is system  
are as fo llow s:
D ebit B alance A ccounts.
01 T re a su ry  cash—b y  app rop ria tions. 
03 D isbu rsing  officer’s cash—b y  a p ­
p rop ria tions.
05 U navailab le  fu n d s :
05.1 G eneral fu n d  revenues w ith  d is­
b u rs in g  officers.
08 Special deposit fu n d s :
08.1 F unds availab le  to  d isbu rsing  o f­
ficers.
08.2 F u n d s invested  in  tim e  deposits.
08.6 F u n d s invested  in  securities.
09 T ru s t  fu n d s :
09.1 F u n d s ava ilab le  to  d isbu rsing  of­
ficers.
09.6 F u n d s invested  in  securities.
10 A ccounts receivab le:
10.1 U n m atu red  collection con trac ts .
10.2 C u rren t accounts.
15 E stim a ted  rece ip ts  to  supplem ent 
ap p ro p ria tio n s.
20 S tores.
22 F re ig h t and  han d lin g  ad ju s tm en t 
account.
30 F ixed  p ro p e rty .
85.1 L ess fixed p ro p e r ty  deprecia tion  re ­
serve.
33 E quipm ent.
85.2 L ess equ ipm en t deprecia tion  r e ­
serve.
38 W ork in  p rocess.
39 U n d istrib u ted  expend itu res (C lear­
in g  accoun t).
40 C u rren t costs.
40.1
50 L ess o p e ra tin g  re im bursab le  e a rn ­
ings.
C red it B alance A ccounts.
60 A ccounts p ay ab le :
60.1
66 Special deposit ob liga tions:
66.1 U napp lied  special deposit collec­
tions.
66.2 Special deposito rs’ accounts.
69 T ru s t obligations.
70 G eneral fu n d  revenues.
05.2 L ess gen e ra l fu n d  revenues de­
posited .
80 C ap ita l su rp lu s :
80.1 F ixed  p ro p e rty .
By JO H N  B. PA Y N E , C ertified Public 
A ccountan t, W ash ing ton , D. C., and 
T H E O D O R E  B. N IC K SO N , A ssis tan t 
C hief In v es tig a to r, U n ited  S ta te s  G en­
e ra l A ccounting Office.
E d ito r’s N ote.— W e p re sen t h e re  th e  
f if th  of a  series o f im p o rta n t a rtic le s  
p rep a red  by  M r. P ay n e  w ith  th e  idea  of 
p rom o ting  u n ifo rm ity  in  G overnm ental 
accounting  and  b u d g e t m ethods. T his 
is  a  p ro jec t w hich w ill receive th e  sup­
p o r t o f pub lic-sp irited  accoun tan ts and 
business m en. C om m ents and su g g es­
tions on th e  sub jec t a re  inv ited . A ddress 
M r. P ay n e  a t  26 Jackson  P lace N . W ., 
W ash ing ton , D. C.
80.2 S to res and  equipm ent.
80.6 P ro p e r ty  donated .
88 D eferred  c red it item s:
88.1 V alue of u n m atu red  collection con­
tra c ts .
88.2 R eim bursab le  c red its  aw a itin g  col­
lection.
90 C u rren t ap p ro p ria tio n s:
91 U na llo tted  ap p ro p ria tio n s.
92 U nencum bered a llo tm en ts .
93 U nliqu idated  encum brances.
94 A p p ro p ria tio n  expend itu res .
In pursuance o f the authority  
granted to the General Accounting  
Office by the Budget and Account­
ing A ct, 1921, th e following circu­
lar relative to uniform bureau ac­
counting w as issued by th at office 
under date of July 2 1 ,  1926:
U niform  A ccounting  System .
1926 
C ircu la r No. 27 
G eneral A ccounting  Office 
Office o f th e  C om ptro ller G eneral 
o f th e  U n ited  S ta te s  
W ash ing ton , J u ly  21, 1926.
1. Section 309 of th e  B udget and  A c­
coun ting  A ct, 1921, p rovides th a t :
“T he C om ptro ller G eneral shall p re ­
scribe th e  fo rm s, system s, and  procedure 
fo r  ad m in is tra tiv e  ap p ro p ria tio n  and  
fu n d  accounting  in  th e  several d e p a rt­
m en ts  and  e stab lishm en ts, and  fo r  th e  
ad m in is tra tiv e  exam ination  o f fiscal o f­
ficers’ accounts and  claim s a g a in s t th e  
U n ited  S ta te s .”
2. The fo rm u la tio n  and  in s ta lla tio n  o f 
system s o f ad m in is tra tiv e  app ro p ria tio n  
and  fu n d  accounts in  th e  several d e p a rt­
m en ts  and  estab lish m en ts  is  desirab le  so 
th a t  th e re  m ay  be d irec tly  com piled u n i­
fo rm  re p o r ts  w ith  h ead ings p roperly  
classified fo r  th e  pu rpose  o f fu rn ish in g  
in fo rm atio n  req u isite  to  adm in istering ,
com paring  and  con tro lling  th e  financial 
tran sac tio n s  of th e  ad m in is tra tiv e  se rv ­
ices and  fo r  accounting  fo r  m oneys ap ­
p ro p ria ted .
3. P u rs u a n t to  th e  p rov isions of th e  
law  cited  an  accounting  sy s tem  h a s  been 
fo rm u la ted  w hich w ill m ee t basic req u ire ­
m en ts  above outlined  and  h a s  been in ­
sta lled  in  a  n um ber o f offices and  i t  is 
now  proposed  th a t  its  use shall be ex ­
tended  as  rap id ly  a s  conditions m ay  w a r­
ra n t.
4. S tan d a rd  accounting  fo rm s  have  
been approved  fo r  use  w ith  th e  severa l 
accoun ting  m ach ines w hich have  so f a r  
d em onstra ted  th e ir  ab ility  to  fu rn ish  th e  
in fo rm atio n  th a t  is  deem ed essen tia l. In ­
fo rm atio n  in  re g a rd  to  these  fo rm s m ay  
be  ob tained  upon  app lica tion  to  th is  
office.
5. I t  is  th e  in ten tio n  to  stu d y  th e  ac­
coun ting  p roblem s o f a ll offices an d  a s  
such s tu d y  is  com pleted to  a s s is t in  m ak ­
in g  such changes a s  m ay  be necessa ry  to  
ob ta in  th e  un ifo rm  re su lts  desired . In  
th e  m ean tim e should an y  office determ ine  
th a t  changes a re  requ ired  fo r  its  p u r ­
poses th is  office, upon request, w ill re n ­
d e r p ro m p t a ss is tan ce  in  th e  in s ta lla tio n  
of a  b e tte r  accounting  system .
6. In  fu r th e ra n c e  o f th e  p lan  o f se ­
cu rin g  u n ifo rm ity  in  accounting  an d  re ­
p o rtin g  and  fo r  th e  pu rpose  o f  m ak in g  
effective th e  law  above cited , i t  is  d i­
rec ted  th a t  h e re a f te r  no change in  th e  
ad m in is tra tiv e  ap p ro p ria tio n  an d  fu n d  
accounting  sy stem s of th e  severa l de­
p a rtm e n ts  and  e stab lishm en ts shall be 
m ade excep t a f te r  app rova l by  th is  of­
fice fo llow ing  th e  subm ission to  th is  of­
fice o f an  ou tline  o f th e  p rocedure p ro ­
posed to  be follow ed and  a  l i s t  o f th e  
fo rm s proposed to  be used , w ith  specific 
re fe rence  to  th e  changes w hich i t  is  de­
sired  to  m ake, to g e th e r  w ith  a  com plete 
se t o f th e  fo rm s a t  p re sen t in  use , a  de­
scrip tion  o f th e ir  u ses and  of th e  account­
in g  p rocedure followed.
7. A  schedule of g enera l led g er ac­
counts, to g e th e r  w ith  a  defin ition  of each 
account and tw o o th e r re p o r t fo rm s a re  
be ing  p rep a red  and w ill be su bm itted  
u n d er se p a ra te  cover fo r  consideration  
by  those  in te re s ted . B efore th ese  fo rm s 
and  g en era l led g er accounts a re  fo rm ally  
p rescribed  fo r  u se  by  th e  several d e p a rt­
m en ts  and  estab lishm en ts  com m ent in  
re g a rd  th e re to  is  desired .
J . R. M cCarl, 
C om ptro ller G eneral 
o f th e  U n ited  S ta te s .
The description of th e general 
ledger accounts a s  set forth  in the  
appendix to the above circular is
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given below. The appendix as is­
sued contains a rather detailed list­
ing o f the debits and credits to each  
account in addition to the descrip­
tion of the accounts presented  
here.
01. Treasury Cash (by appro­
priations). These are debit bal­
ance accounts and show the  
am ounts under the appropriations 
available on the books o f the Treas­
ury for advances to disbursing of­
ficers and for direct settlem ents by 
the General Accounting Office. A  
separate account will be maintained  
for each appropriation and special 
fund available. The balances in 
these accounts, when kept by the  
W ashington office, should be recon­
cilable w ith  those shown on the ap­
propriation books of th e General 
Accounting Office.
03. Disbursing Officers’ Cash (by 
appropriations). These are debit 
balance accounts and show the  
amounts under the appropriations 
available w ith  the disbursing of­
ficers. A separate account will be 
maintained for each appropriation 
and special fund under which the  
disbursing officers have funds. The 
balances in these accounts should 
be reconcilable w ith  the balances 
reported on the disbursing officers’ 
accounts current as balances due 
under the appropriations indicated. 
If desirable, a subsidiary account 
m ay also be carried w ith  each dis­
bursing officer for the purpose of 
reconciling the account current.
05.1. General Fund Revenues 
W ith Disbursing Officers. This 
is a debit balance account 
and shows the amount of funds 
in the possession of the dis­
bursing officers which is not avail­
able for disbursement, but which  
m ust be deposited to the credit of 
the Treasurer of th e United States  
under the headings for general 
fund revenues. The balance in th is  
account should be reconcilable w ith  
the balance reported on the dis­
bursing officers’ account current 
as balance due, under the heading  
indicated.
08.1. Special Deposit Funds Avail­
able to Disbursing Officers. This is 
a debit balance account and shows
the amount o f special deposit funds 
w ith the disbursing officer. Special 
deposit funds arise through collec­
tions which are deposited by indi­
viduals w ith  disbursing officers (a) 
to  guarantee performance under 
contracts entered into; and (b) to 
guarantee reim bursem ents to  the  
United States for purchases, loans, 
etc. Special deposit funds m ay 
also include collections which the 
disbursing officer is authorized to 
receive and disburse in conjunction  
w ith other Government activities, 
as well as collections held in trust 
for individuals. The balance in th is  
account should be reconcilable w ith  
the balance reported on th e dis­
bursing officers’ account current as 
balance due under the heading in­
dicated.
08.2. Special Deposit Funds In­
vested in Time Deposits. This is a 
debit balance account and shows 
the amount of Special Deposit Col­
lections which the disbursing o f­
ficer, in accordance w ith  law, has 
placed in properly bonded deposi­
tories as interest bearing tim e de­
posits. The balance in th is account 
should be reconcilable w ith the bal­
ance reported on the disbursing of­
ficers’ account current as balance 
due under the heading indicated.
08.6. Special Deposit Funds In­
vested in Securities. This is a debit 
balance account and shows the  
amount o f Special Deposit Collec­
tions which the disbursing officer, 
in accordance w ith  law, has in­
vested in properly approved inter­
est bearing securities. The bal­
ance in th is account should be re­
concilable w ith the balance report­
ed on the disbursing officers’ ac­
count current as balance due under 
the heading indicated.
09.1. Trust Funds Available to 
Disbursing Officers. This is a debit 
balance account and shows the  
amount of trust funds on deposit in  
the Treasury or in banks and w ith  
accountable officers of the Govern­
m ent available for disbursem ent or 
investm ent, for which the Govern­
m ent is accountable by reason of 
having assumed trust obligations 
authorized by law. For example, 
the Civil Service Retirem ent and
D isab ility  Fund, Alien Property 
Custodian Trusts, etc. Subaccounts 
m ay be established, i f  necessary, 
to  show th e segregation of de­
posits. The balances in the ac­
counts should be reconcilable w ith  
those reported by the accountable 
officers of th e trust obligation.
09.6. T rust Funds Invested in  
Securities. This is a debit balance 
account and shows th e amount o f 
trust funds invested in securities. 
Subaccounts m ay be established, i f  
necessary, to show the segregation  
of securities. The balances in the  
accounts should be reconcilable 
w ith  those reported by the ac­
countable officers o f the trust obli­
gation.
10.1. Accounts Receivable , Un­
matured Collection Contracts. This 
is a debit balance account, show­
ing the amount to be collected by  
the United States in subsequent 
periods, the amounts being covered  
by collection contracts. A s the  
paym ents become due, bills will be 
prepared and the amounts thereof 
applied to reduce the balance in  
th is account. The balance in th is  
account will be supported in detail 
by subsidiary accounts carried 
w ith each contract.
10.2. Accounts Receivable— Cur­
rent. This is a debit balance ac­
count, showing the amounts now  
due and payable to  the United  
States. It  is contemplated th at all 
bills as they become due shall be 
taken up on a collection bill regis­
ter and included in th is account. 
Such collections as have not been 
billed previously will also be taken  
up on the bill register and included 
in Accounts Receivable— Current. 
The debit balance in th is account 
will be supported in detail by the  
file of uncollected bills.
15. Estim ated Receipts to Sup­
plement Appropriations (by appro­
priations). These are debit bal­
ance accounts. It is contemplated  
th a t a separate general ledger ac­
count will be set up for each appro­
priation under which Congress has  
authorized expenditures, but has 
not made sufficient funds immedi­
ately available. Through the use  
of these accounts it  is possible to
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make allotm ents and incur obliga­
tions prior to the actual collection  
of funds. However, in view  of the  
fact that allotm ents and encum­
brances have been authorized on 
the basis o f the estim ated receipts, 
it is essential th at the balances of 
estim ated receipts be closely 
watched to see th at collections are 
being made at a rate satisfactory  
to  m eet the demands of current 
disbursements.
20. Stores. T his is a debit bal­
ance account and is maintained  
w ithout reference to appropria­
tions, funds, etc. It is intended to 
show at each closing period 
(m onthly) the value o f inventories 
where such values are largely for 
m aterials and supplies, the costs of 
which are to be subsequently 
charged to definite costs or oper­
ating accounts. In those organiza­
tions carrying a large value of 
various classes of sto res, separate 
accounts under the general head of 
Stores m ay be established for each  
class; for instance, stores— m iscel­
laneous stock, stores —  lumber, 
stores— forage, etc.
22. F reight and Handling Ad­
justm ent Account. This m ay be 
either a debit or credit balance ac­
count, depending on the method of 
handling the charges covering esti­
mated freight and handling ex­
pense. It is m aintained w ithout 
reference to appropriations, fund, 
etc., and is designed to show the  
excess o f fre igh t and handling 
charges added to the value o f the 
stores over the actual expense of 
such handling. Through the use 
of th is account it is possible to 
charge costs w ith  a definite 
amount, although estim ated, to 
cover transportation and handling 
expenses incurred in connection  
w ith m aterials, supplies, etc., used. 
Adjustm ents due to differences 
between the actual and estim ated  
freight and handling charges are 
taken care of through increase or 
decrease in the balance.
30. F ixed Property. This is a 
debit balance account and is main­
tained w ithout reference to appro­
priations, etc., and is intended to  
show the value o f real estate, build­
ings and structures in  th e custody 
of the Government. The values 
included in these accounts repre­
sent the cost o f  acquiring the prop­
erty either through purchase or 
construction by Government forces. 
It is also contemplated that dona­
tions of land and buildings will be 
charged to  th is  account, the amount 
entered being the fa ir  appraised 
value of the property donated.
85.1. F ixed Property Deprecia­
tion Reserve. This is a credit bal­
ance account and is maintained  
w ithout reference to appropria­
tions, etc. It is intended to show  
the amount o f depreciation which  
has been charged into current costs 
on account of use of buildings, 
structures, etc.
33. Equipment. This is a debit 
balance account and is  maintained  
without reference to appropria­
tions, etc., and is intended to show  
at each closing period th e value of 
furniture, equipment animals, vehi­
cles, instrum ents, and nonexpend­
able and accountable property in  
the possession of the Government. 
Property cards should be provided 
to show the details of property 
owned as to description, cost (or 
value) and location. The value 
shown in th is account represents 
acquisition or original purchase 
price less depreciation, which ele­
m ent is accumulated in a separate 
account until the end of the fiscal 
year.
85.2. Equipm ent Depreciation  
Reserve. This is a credit balance 
account and is maintained w ithout 
reference to appropriations to the  
end o f the fiscal year. It is intend­
ed to show the amount of deprecia­
tion charged to  current costs on 
account of the use of nonexpend­
able equipment. The use o f th is ac­
count perm its of making a definite 
charge to  cost accounts for depreci­
ation w ithout the necessity of sub­
sequently distributing the depreci­
ated value of equipment disposed  
of.
38. Work in Process. This is a 
debit balance account and is main­
tained w ithout reference to  appro­
priations, funds, etc. It is intended  
to  show at each closing period
(m onthly) th e value of unfinished  
work. This account will be used  
generally in those organizations 
m aintaining machine shop opera­
tions, lumbering, m anufacturing, 
etc.
39. Undistributed Expenditures 
(Clearing A ccount). This account, 
established w ithout reference to 
appropriations and funds for con­
venience in distributing expendi­
tures to inventories, equipment and 
costs and for distributing deprecia­
tion to costs, should normally show  
no balance. A  debit balance would 
indicate th at the charges had not 
been completely distributed and a 
credit balance would indicate that 
an over-distribution had been 
made.
40. Current Costs. This is a 
debit balance account and is main­
tained w ithout reference to appro­
priations, fund, etc. It is intended  
as a control or summary o f all cur­
rent costs and is supported in de­
tail by cost reports. The elem ents 
of cost are composed of personal 
services and the purchase of ma­
terials and supplies, the value of 
transportation requests and bills 
of lading used, the value of supplied 
furnished from the stores accounts 
and depreciation on property and 
equipment. Detail cost accounts 
will be kept to conform w ith  work  
authorized or outlined by the ad­
m inistrative office. In connection  
w ith current cost operating and 
clearing accounts m ay be estab­
lished.
50. Operating R e im b u r s a b l e 
E arnings Collected. This is a 
credit balance account and is main­
tained w ithout reference to appro­
priations, funds, etc. In th is ac­
count there will be accumulated re­
imbursable credits, both collections 
and deductions for services per­
formed by the Government for the  
benefit o f individuals. Through  
the use of th is account costs m ay  
be charged in gross.
60. Accounts Payable. This is a 
credit balance account and is main­
tained w ithout reference to appro­
priations, special funds, etc. In 
th is account will be shown th e  
amount o f audited vouchers, trans­
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portation requests issued and bills 
of lading used and invoices, all of 
which have been taken through the  
allotm ent accounts and have not yet  
been paid. If desired sub-accounts 
m ay be carried for “Audited vouch­
ers,” audited invoices, Government 
bills of lading and transportation  
requests used, etc.
66.1. Unapplied Special Deposit 
Collections. This is a credit bal­
ance account and is designed to  
show the balance of special deposit 
m oneys collected, which have not 
been definitely applied to special 
depositors’ accounts or refunded.
66.2. Special D epositors’ Ac­
counts. This is a credit balance 
account designed to show the total 
amount of balances o f special de­
posit collections carried in indi­
vidual ledger accounts w ith  special 
depositors.
69. Trust Obligations. This is a 
credit balance account and shows 
th e amount o f liability of the Gov­
ernment (through the bureau, etc.) 
by reason o f having assum ed trust  
obligations authorized by law. For 
example, th e Civil Service Retire­
m ent and D isability Fund, Alien  
Property Custodian Trusts, etc. 
Subaccounts m ay be established, 
i f  necessary, to show th e segrega­
tion o f th e trust obligations as­
sumed.
70. General Fund Revenues. 
This is  a  credit account and is  
maintained for th e purpose of 
show ing statistical inform ation as 
to  th e amount of general fund rev­
enues due to and receivable by the  
Government. Under th is  classi­
fication is included receipts from  
Customs, Internal Revenue, Sales 
o f Public Lands and all m iscellan­
eous sources o f revenue. A  sepa­
rate ledger account m ay be estab­
lished for each class of general 
fund revenues which it  is desired  
be segregated. T hese accounts, at 
the end of the fiscal year, will be 
debited w ith  the am ounts o f gen­
eral fund revenues deposited to the  
credit o f th e Treasurer o f the  
United States, th e rem aining credit 
balances indicating th e amount o f  
general fund revenues billed and 
uncollected or w hich m ay have
been collected and not deposited.
05.2. General Fund Revenues 
Deposited. This is a debit balance 
account m aintained for  the pur­
pose o f accum ulating th e amounts 
of general fund revenues deposited  
to the credit of the Treasurer of 
the United States.
80.1. Capital Surplus, Fixed  
Property. This is a credit balance 
account and is  maintained w ithout 
reference to appropriations, etc. 
It is  intended to show the value of 
lands and structures acquired by 
the Government, as the result of 
the disbursem ent o f Government 
funds for th is purpose.
80.2. Capital Surplus, Stores and 
Equipment. This is a credit bal­
ance account and is  maintained  
w ithout reference to  appropria­
tions, funds, etc., it  is  intended to  
show the value o f stores on hand, 
equipment in use and work in pro­
cess at the beginning of the fiscal 
year, the cost o f which has been  
defrayed out o f prior years’ appro­
priations.
80.6. Capital Surplus, Property  
Donated. This is a credit balance 
account and is designed to show  
the value of property donated, the  
amount of which is included in the 
debit account “30— Fixed Prop­
erty.”
88.1. Value of Unmatured Col­
lection Contracts. This is a credit 
balance account, established as a 
contra account to “10.1 Accounts 
Receivable— Unmatured Collection 
Contracts.” This account shows 
the value o f collection contracts 
covering amounts which will ac­
crue to th e United States in subse­
quent periods. A s the paym ents 
become due, bills prepared to cover 
will be applied to reduce the bal­
ance in th is account.
88.2. Reimbursable C r e d i t s  
A w aiting Collection. This is a 
credit balance account and is de­
signed to carry as credit balances 
those item s which have been taken  
up in accounts receivable, as reim ­
bursem ents to  appropriations. E s­
tim ated receipts to supplement ap­
propriations will not be included 
in these accounts. N ot until col­
lection o f th e amounts has been
made by the disbursing officer and 
taken up on the schedule o f  collec­
tions should these item s be carried 
to the allotm ent and cost accounts 
as reductions o f expenditure.
91. Unallotted Appropriations 
(by appropriations). These are 
credit balance accounts and show  
the amounts under each appropria­
tion available for allotment. A 
separate account w ill be main­
tained for each appropriation and 
special fund available.
92. Unencumbered Allotm ents. 
These are credit balance accounts 
and show th e total unencumbered 
balances o f allotm ents. One con­
trol account m ay be m aintained for  
all appropriations and special 
funds, available, or if  desired a 
separate account m ay be main­
tained for each. A t the sam e tim e  
th e am ounts allotted are credited  
to th is account they  are also to be 
taken up o n  appropriate allotm ent 
ledger accounts to which accounts 
will subsequently be posted encum- 
branches, liquidations by vouchers, 
transportation requests, etc.
93. Unliquidated Encumbrances. 
These are credit balance accounts 
and show the total unliquidated en­
cumbrances. One control account 
m ay be m aintained for all appro­
priations and special funds avail­
able, or if  desired a separate ac­
count m ay be m aintained for each.
94. “Appropriation E x p e n d i ­
tures.” These are credit balance 
accounts and show the total ex­
penditures accumulated. One con­
trol account m ay be maintained fo r  
all appropriations and special funds 
available or if  desired a separate 
account m ay be maintained fo r  
each. Through the accumulation 
of expenditures in th ese accounts a 
control is established for further  
distribution o f expenditures.
Illustrative Problem.— The Jan­
uary issue o f THE CERTIFIED  
PUBLIC ACCOUNTANT will con­
tain an illustrative problem show­
ing th e method of operation o f th e  
Uniform  System  of Bureau Ac­
counting o f the National Govern­
ment.
(To be continued.)
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Plan of Organization of the Accountants Com­
mittee, American Arbitration Association
T O the Members of th e A c­countants’ Comm ittee:
The Committee is appointed by  
th e  American Arbitration A ssocia­
tion. Its heritage is th e interest 
in arbitration already created by  
three preceding com m ittees de­
voted to memberships under the  
respective C h a i r m a n s h i p s  of 
M essrs. Edward L. S uffern, Harold 
Dudley Greeley and J. Pryse Good­
win.
The purpose o f th is  Committee 
a s recommended by its  predecessor 
is as follows:
To foster  th e development o f in­
terest in arbitration by account­
ants through th e follow ing agen­
cies:
(a) National accountancy or­
ganizations.
(b) State accountancy organiza­
tions.
(c) Public and private technical 
educational schools interested in 
accountancy.
(d) Boards o f  exam iners in ac­
countancy.
To carry out the above purpose, 
there is presented herew ith a Plan  
of Organization of Members and 
A ssignm ent o f Duties.
This plan w as presented by the  
w riter and adopted by the Com­
m ittee at its  fir st m eeting held in 
N ew  York, September 16, 1926. 
From a study thereof, members 
will be able to  ascertain their as­
signm ent and duties, also their re­
lations to th e other members of 
the committee.
Members are reminded th at ar­
bitration today is in its  infancy; 
that, as a function o f the account­
ancy profession, it  is now where 
income tax  w as in 1913. W ith  
virile support and constructive 
guidance, there is  no reason w hy  
in a decade its  practice should not 
equal th at o f income tax  today.
In its  development it  will need 
perhaps to be protected from  pro­
fessional politics and personal pre­
judice. It belongs to all branches 
of our profession and in that in­
terest the m em bers o f the commit­
tee have been selected, appoint­
m ents being made on the basis of 
service. In the selection of sub­
com m ittees, members will be so 
guided.
This opportunity to  serve the ac­
countancy profession, the Am eri­
can Arbitration Association and 
the public by liberating commerce 
from  the delays o f court procedure 
and by introducing peace into in­
dustry is a great one.
It is our duty to deserve it.
W e m ust see to  it that our pro­
fession  is prepared as the calls for  
service grow.
This function is not antagonistic  
to the legal profession, but in co­
operation therewith.
I congratulate you upon the task  
in which you have engaged.
I thank you for th e privilege of 
serving as your chairman.
J. PRYSE GOODWIN, 
Committee Chairman.
ACCOUNTANTS’ COMMITTEE
O fficers: J. P ryse Goodwin, New  
York, chairman; C. M. Penfield, 
secretary.
D U T IE S
For Chairm an:
(1) Perform  the usual duties of 
chairman.
(2) A ct as liason officer be­
tw een th e com m ittee and the A. 
A. A. and a ssist com m ittee mem­
bers in performance o f their duties.
(3) Appoint sub-com m ittees if  
necessary and act as ex-officio  
member thereof.
(4) Convene m eetings o f com­
m ittee.
(5) R e c e i v e  recommendations 
for additional members o f commit­
tee and according to h is discretion  
make recommendations to A. A. A.
(6) Receive reports from  mem­
bers and from  chairmen o f sub­
com m ittees and take appropriate 
action thereon.
(7) Prepare report o f com mit­
tee.
For Secretary:
(1) Perform  the usual duties o f  
secretary.
(2) Keep th e records o f the  
com m ittee and m inutes o f its  m eet­
ings.
(3) Keep the financial register  
relating to membership o f  account­
ants in A . A . A.
(4) Conduct correspondence of 
com m ittee.
(5) Furnish th e members o f 
com m ittee w ith  literature o f the  
A. A. A.
(6) D raft publicity m aterial re­
lating to  the activ ities o f the A. 
A. A. and of the Accountants’ Com­
m ittee for use by its  members.
National Accountancy 
Organizations
C O M M ITTEE M EM B ERS
American Institute o f  Account­
ants: John B. N iven, P ast Presi­
dent, N ew  York; A rthur W. Teele, 
Treasurer, N ew  York.
American Society o f Certified 
Public Accountants: Homer A. 
Dunn, Director, N ew  York; Chas. 
H echt, P ast Vice President, N ew  
York.
National Association o f Cost A c­
countants: C. M. Finney, Presi­
dent, N ew  York; Clinton H. Scov­
ell, P ast President, Boston.
D U T IE S
(1) Arrange for address on 
Arbitration by representative o f A. 
A. A . and discussion thereon at 
N ational Conventions.
(2) A rrange for distribution of 
literature o f A. A. A . w ith  m onthly  
bulletins or periodicals o f National 
Accountancy Organizations.
(3) Arrange for publicity of ac­
tiv ities  o f A. A. A . and of its  A c­
countants’ Committee in bulletins 
or periodicals o f  National A c­
countancy Organizations.
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(4) Arrange for affiliation  of 
National Accounting Organizations 
w ith  A. A. A.
(5) Arrange for appointment of 
Arbitration Committee to  keep in 
touch w ith  A. A. A. and continue 
cooperation.
(6) Present to the Chairman of 
the Accountants’ Committee re­
ports on their activities.
State Accountancy Societies, Chap­
ters and Regional M eetings of
States, Which Have Arbitration
Laws or Are Already A ctive in
Securing Their Enactment
CO M M ITTEE M EM B ERS
N ew  York: Jam es Frederick  
W hite, New  York, Chairman, Arbi­
tration Committee of N ew  York 
State Society.
N ew  Jersey: Jam es F. Hughes, 
N ew  York, President o f Society of
C. P. A ’s of S tate of New Jersey.
Connecticut: S. Earl Shook, 
Bridgeport, Conn., President, Con­
necticut Society of C. P. A ’s.
M assachusetts: J. Edward Mas­
ters, Boston, Member, Committee 
for Commercial Arbitration of Mas­
sachusetts.
Illinois: Edward E. Gore, Chi­
cago, Councilor, U. S. Chamber of 
Commerce, and widely active in 
public service.
M ichigan: Richard Fitzgerald, 
Detroit, Chairman, Arbitration  
Commitee of D etroit Chamber of 
Commerce.
O hio: Lewis W i n t e r m u t e ,  
Cleveland, Chairman, Arbitration  
Committee of Cleveland Chamber 
of Commerce.
M issouri: Edwin H. W agner, St. 
Louis, A ctive in securing enact­
m ent of Missouri Arbitration Law.
Louisiana: R. C. Lloyd, N ew  
Orleans, Chairman, Arbitration  
Committee of Louisiana State So­
ciety  of C. P. A .’s.
W ashington: Pearce C. Davis, 
Seattle, A ctive in securing enact­
m ent o f Arbitration Law for State  
of W ashington.
D U T IE S
(1) Arrange for an address by 
representative o f A. A. A. and dis­
cussion thereon at m eetings de­
voted to arbitration and to  which  
when held outside N ew  York, there 
should be invited (a) all local ac­
countants, w hether affiliated  w ith  
State Society or not, (b) members 
o f Chamber o f Commerce or local 
M erchants Associations interested  
in arbitration.
(2) Arrange for appointment of 
Arbitration Comm ittees whose 
duties will be in relation to mem­
bers of the State Organizations, 
namely, Societies, Chapters and 
Regional groups and will comprise 
the following:
(a) Arouse general interest in 
arbitration by accountants by ar­
ranging for distribution o f litera­
ture of the A. A. A. and for pub­
licity  o f its activities.
(b) E nlist accountants to be­
come members of th e A. A. A.
(c) Interest accountants in the  
law  of arbitration and in courses 
o f instruction thereon.
(d) P ass’ upon m embers’ quali­
fications for recommendations to 
th e A. A. A. for registration as 
arbitrators.
(e) Interest the State Organiza­
tions or individual members in f i­
nancing scholarships in local uni­
versities where arbitration is 
taught.
(f) Interest members to dis­
tribute literature o f the A. A. A. 
to their clients and to interest them  
in arbitration.
(g) E stablish contact w ith  local 
Chambers o f Commerce or Mer­
chants A ssociations and, where not 
already established, arrange for  
appointment o f Arbitration Com­
m ittees therein.
(3) Present to the Chairman of 
the Accountants’ Com m ittee, re­
ports on their activities.
State Accountancy Societies, Chap­
ters and Regional M eetings of
States Which Have No Arbitra­
tion Law
CO M M ITTEE M EM B ERS
Homer S. Pace, N ew  York, 
Chairman; S. D. Leidesdorf, New  
York, Member Public Affairs 
Committee o f American Institute
of Accountants which issued two  
bulletins on Arbitration.
D U T IE S
(1) Aid in securing enactm ent 
of Arbitration Laws in states which  
at present have no arbitration laws 
(30 such legislatures m eet in 1927) 
by:
(a) Interesting E xecutive Com­
m ittees o f local State Societies in  
Arbitration and furnishing them  
w ith  literature o f A. A. A.
(b) Arranging for appointment 
of local Comm ittees on Arbitra­
tion.
(c) A dvising local Comm ittees 
on form s of arbitration statutes  
and aiding in obtaining their pas­
sage.
(2) Present to th e Chairman of 
the Accountants’ Committee a re­
port on their activities.
Public and Private Technical Edu­
cational Schools Interested in
Accountancy
C O M M ITTEE M EM BERS
John T. Madden, N ew  York, 
Chairman of Sub-committee, Dean, 
N ew  York U niversity, School o f  
Commerce, Accounts and Finance.
J. Hugh Jackson, Cambridge, 
Mass. Professor of Accounting, 
Harvard U niversity, Graduate Uni­
versity  School of Business Admin­
istration.
Emory R. Johnson, Philadelphia. 
Dean, U niversity of Pennsylvania, 
W harton School of Finance and 
Commerce.
R. B. Kester, N ew  York. Profes­
sor of Accountancy, Columbia Uni­
versity, School o f Business.
D U T IE S
 (1) Prepare a course of instruc­
tion in Arbitration Law for use in 
public and private technical edu­
cational schools interested in ac­
countancy and make the sam e 
available thereto.
(2) Prom ote interest in the  
study of arbitration by giving pub­
licity  to the course.
(3) Arrange classes convenient 
for (a) practicing accountants and
(b) accounting students.
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scholarships in arbitration.
(5) Cooperate and collaborate 
w ith the A. A. .A. in the prepara­
tion o f books on arbitration.
(6) Present to th e Chairman of 
the Accountants’ Comm ittee a re­
port on the activ ities o f the Sub­
committee.
Boards of Exam iners in Account­
ancy
CO M M ITTEE M EM B ERS
A. S. Fedde, N ew  York, Chair­
man of Sub-committee, Chairman, 
Board of Exam iners of American 
Institute of Accountants.
H enry E. Mendes, N ew  York. 
President, Board of Exam iners in 
Accountancy, State of N ew  York.
Herbert F. Seward, N ew  Haven, 
Conn. Chairman, Board of Exam ­
iners in Accountancy, of State of 
Connecticut.
Durand W. Springer, Ann A r­
bor, Mich. Secretary, Board of E x­
aminers in Accountancy, of State  
o f Michigan.
James F. Welch, Paterson, N . J. 
Chairman, Board of Exam iners in 
Accountancy, o f S tate of New Jer­
sey.
D U T IE S
(1) Study the relationship be­
tween arbitration and accountancy 
and inform them selves on National 
and State Arbitration Laws and 
the practice of arbitration.
(2) Arrange for notice to ap­
plicants of inclusion of Arbitration  
Law in Curriculum for C. P. A. cer­
tificates.
(3) Arrange for inclusion of one 
or more questions on Arbitration  
Law in Law Exam inations, making 
the questions optional for a period 
o f years.
(4) Interest Boards of E xam ­
iners in accountancy of other 
states in the subject of arbitration  
and furnish them  w ith exam ina­
tion questions and answers thereto.
(5) Present to the Chairman of 
the Accountants’ Committee a re­
port on the activities o f the Sub­
committee.
Martin Kortjohn, C. P. A., and 
Martin F . Kortjohn, Jr., respec­
tively  father and son, announce the 
form ation of a partnership under 
the old firm  name of Martin Kort­
john & Company. O ffices remain  
at 15 Park Row, New  York City.
Henry Burke & Company, of 
Scranton, Pa., announce the con­
solidation of their accounting prac­
tice w ith  Forrest E. Ferguson & 
Co. The Scranton office will be 
under the m anagem ent of Henry 
Burke at 207 Adlin Building.
Scovell, W ellington & Company 
announce the opening of an office 
in the Land Title Building, Phila­
delphia, and the amalgamation of 
their practice there w ith  that form ­
erly conducted by Mr. Joseph H. 
Van Dorn & Company. Joseph H. 
Van Dorn, C. P. A., will continue as 
Resident Manager.
Harry Friedman, C. P. A., and 
attorney a t law, form erly of Miller
& Chevalier, W ashington, D. C., 
announces the opening of offices 
for the general practice of law and 
accounting in the Earle Building, 
Thirteenth and E Streets, W ash­
ington, D. C.
The Houston office o f M attison  
and Davey is now located in the  
Niels Esperson Building, Houston, 
Texas.
William D. Brash and Maurice L. 
Blanchard, Certified Public Ac­
countants, and Henry Knust, C. P. 
A., announce the consolidation of 
their accounting practices, effec­
tive November 1, 1926, under the  
name of Brash, Blanchard and 
Knust, Certified Public Account­
ants, 43 Farm ington Avenue, H art­
ford, Conn., and 50 Broad Street, 
New York City.
Sidney J. H ayles & Company, 
Certified Public Accountants, an­
nounce the removal o f their offices
to su ite 902-906 N orris Bldg., 223 
Peachtree Street, Atlanta, Ga.
George H. Abbott, C. P. A., an­
nounces the opening of offices at 
204 Jam es Building, E l Dorado, 
Arkansas.
John H. Reid, C. P. A., form erly  
o f Reid and Knust, Certified Public 
Accountants, announces his as­
sociation w ith  W hite and A lex­
ander, Certified Public Account­
ants, of N ew  London, Conn., under 
the firm  name of W hite, Alexander
& Reid, Certified Public Account­
ants, Old Hartford Fire Building, 
Hartford, Conn.
W. H. Rankin, C. P. A., of the  
Rankin Audit Company, announces 
the removal o f their offices to 310- 
311 N eils Esperson Building, Hous­
ton, Texas.
Morris M oscowitz, C. P. A., an­
nounces th e removal o f h is offices 
to 256 Broadway, New  York City.
Paul B. Beck, C. P. A., form erly  
of Columbus, Ohio, is now head of 
the accounting bureau of the N a­
tional Association of Ice Cream  
Manufacturers, Harrisburg, Pa.
George E. W alling, C. P. A., an­
nounces the opening of offices at 
514 Dermon Building, Memphis, 
Tenn.
Samuel S. Ullman, C. P. A., 
form erly w ith  the U. S. Internal 
Revenue Bureau, announces the re­
moval of h is offices to 1440 Broad­
way, Suite 2259, N ew  York City, 
where he will continue the general 
practice of accountancy.
Miller, Franklin, B asset & Com­
pany, Engineers and Accountants, 
announce the opening of an office 
at 1600 Arch Street, Philadelphia, 
Pa., for the practice of public ac­
counting under Mr. C. W. Sutton  
as D istrict M anager and Richard
E. Smith, as Resident Manager.
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John W. Todd, (Deceased) late  
partner in the firm  of Todd & Mc­
Collough, Certified Public Account­
ants, Charlotte, N orth Carolina, 
having passed on, October 1 4 ,  1926,
D. H. McCollough, C. P. A., an­
nounces the continuation of the 
business and the practice o f his 
profession under th e name Todd- 
McCollough Company, Certified  
Public Accountants, 1202 Johnston  
Building, Charlotte, N. C.
Todd-McCollough Company, Cer­
tified  Public Accountants, Char­
lotte, N. C., announce the associa­
tion  w ith  them  of George H. Em ­
ery, C. P. A., November 1, 1926.
Benedict & Miller, Certified Pub­
lic Accountants, 534 Liberty N a­
tional Bank Building, Oklahoma 
City, Oklahoma, announce th e as­
sociation as a partner of Glenn J. 
Homan, C. P. A., effective Novem ­
ber 1 ,  1926.
Charles F. Werber, C. P. A., an­
nounces the removal of h is  offices 
from  50 Church Street to 527 F ifth  
Avenue, N ew  York City.
Ostreicher & Schmuckler, Certi­
fied Public Accountants, announce 
the removal o f their offices to  15 
Park Row, N ew  York City.
W alter C. W rye, C. P. A., an­
nounces the removal of h is office 
from  53 State S treet to 60 State  
State, Rooms 323-324, Boston, 
M ass.
Prentice-Hall, Inc., has moved 
its  W ashington office from  the  
third floor to Suite 806 M unsey 
Building. Prentice-H all’s various 
services covering th e fields o f Fed­
eral and State taxes, as well as its  
business books, m ay be consulted  
in  the new  offices.
Langton, Purdy & Company, F. 
P. Greene & Company, and C. A. 
Gaylord & Company, Certified 
Public Accountants, announce the  
consolidation of their practices, e f­
fective December 1st, 1926, under 
the firm name of Langton, Greene, 
Purdy & Company, w ith  offices at 
Old National Bank Building, Spo­
kane, W ashington, and W enatchee 
Savings and Loan Building, W e­
natchee, W ashington.
John A. Corben, C. P. A., an­
nounces h is association for mutual 
representation w ith  M essrs. Mau­
rice Jenks, Percival & Co., Char­
tered Accountants, whose principal 
office is  6 Old Jewry, London E. C.
2, w ith  foreign offices in Johnannes-
PR O C E D U R E  O F  SO LU TIO N
U pon read in g  over th e  problem , one 
no tices th a t  physical inven to ries w ere 
tak en  a t  th e  end o f th e  period. T his 
n a tu ra lly  ra ise s  th e  question  a s  to  
w h e th e r th ey  a re  in  ag reem en t w ith  th e  
book inven tories.
A  quick side ca lcu la tion  show s th a t  
th ey  a re  not.
M ateria ls
Inven to ry , J u ly  1 __ $70,000
P u rch ases ...................  250,000
320,000
L ess —  R equisitions 300,000
Inven to ry , Dec. 31___ 20,000 (p e r  books)
Inven to ry , Dec. 31 — 45,000 (physica l)
D iscrepancy  _______  25,000
B y sim ila r calcu lation  i t  is  found  th a t  
th e  physical in v en to ry  of W ork  in  P ro g ­
ress  exceeds th e  book in ven to ry  by  
$2,000; and  th a t  th e  book inven to ry  of 
F in ished  Goods exceeds th e  physical in ­
v en to ry  by  $1,000.
T he f irs t step  in  w ritin g  th e  solu tion  
fo r  th is  prob lem  is  to  m ake th e  en trie s  
to  open th e  C ost L edger. F o r  com plete­
ness en trie s  a re  m ade on th e  g en era l 
books a s  w ell a s  th e  cost books.
T he n e x t s tep  is  to  p re p a re  th e  en trie s  
to  reco rd  th e  opera tions fo r  th e  period 
in  th e  fac to ry  books. T he la s t  e n try  in  
th is  g roup  a d ju s ts  th e  book inven to ries 
to  th e  figu res obtained  by  a  physical 
count o f th e  stock.
T h e  d ifferences in  th e  W ork  in  P ro g ress  
in v en to ry  and  th e  F in ished  Goods in ­
burg, South Africa, and Kobe and 
Yokohama, Japan.
Depue, H erier and Eversm an, 
Certified Public Accountants, an­
nounce the opening of offices in the  
Union Central Building, Cincin­
nati, Ohio, and Halcyon Arcade 
Building, Miami, Florida.
W. B. Richards & Co., 16 E x­
change Place, N ew  York City, have 
th is year reached th e quarter o f a 
century mark of their establish­
ment.
ven to ry  m ig h t be expected , b u t th e  d is­
crepancy  in  th e  M ate ria ls  inven to ry  is  
too g re a t  to  p ass  w ith o u t com m ent.
A  difference o f $25,000 w hen  th e  
p ro fits , b ased  on physical inven to ries, a re  
only $31,000, dem ands consideration . The 
e r ro r  m ay  lie  e ith e r  in  th e  inven to ry  
itse lf  o r  in  th e  am oun t of m a te ria l requ i­
sitioned, o r both .
H ow ever, no  in fo rm a tio n  is  g iven  in  
th e  problem  and  th e  solu tion  is  based  on 
th e  a ssum ption  th a t  th e  physical inven­
to rie s  a re  correct.
T he th ird  s tep  is  to  m ake an  en try  to  
close th e  C ost L edger. T here  is  no need 
to  em ploy a  w ork ing  sh ee t to  g e t these  
figu res a s  a ll th e  w ork  can v e ry  easily  be 
done by  side calculation .
T he final s tep  in  th e  solu tion  is  to  p re ­
p a re  th e  O p era tin g  S ta tem en t. A s i t  had  
a lread y  been decided to  base  th e  solution 
on th e  assum ption  th a t  th e  physical in ­
ven to ries  w ere  correct, th ese  ad ju s ted  
figu res a re , o f course, u sed  in  th e  s ta te ­
m ent. H ow ever, i t  is  adv isab le  to  show  
a  “tie -u p ” betw een  th e  book inven to ries 
and  th e  physical inven to ries.
“A ” M A N U FA C T U R IN G  COM PANY 
E n tr ie s  to  open Cost L edger Ju ly  1, 1919
(O n G eneral Books)
C ost L ed g er C ontro ll­
in g  A ccount ____  $166,500
M ateria ls  ...... ............. , $70,000
W ork in  Progress...... 15,000
F in ished  Goods ___ 80,000
U nabsorbed  B urden  1,500
To tr a n s fe r  above ac- 
accounts to  C ost L edger.
SOLUTION TO PRACTICAL ACCOUNTING PROB­
LEM 1 OF MICHIGAN C. P. A. EXAMINATION 
QUESTIONS
(P r in te d  on P ag e  274 o f th e  Sep tem ber Issue .)
By JO H N  B. T A N N E R , C. P . A . (O hio and  W isconsin), P res id en t, In te rn a tio n a l
A ccounting Society
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(O n C ost Books)
M ateria ls  ........................  70,000
W ork in  P ro g re ss  ......  15,000
F in ished  Goods ........... 80,000
U nabsorbed  B urden  ... 1,500 
G eneral L edger con­
tro llin g  account ... 166,500 
To open F a c to ry  L edger.
“A ” M A N U FA C T U R IN G  COM PANY
E n trie s  to  record  opera tions in  F ac to ry  
Books fo r  six  m onths ended D ecem ber 
31, 1919
M ateria ls  ______ _____$250,000
G eneral L edger Con­
tro llin g  Account._ $250,000
To record  pu rchases 
d u rin g  period.
W ork in  P r o g r e s s ____  300,000
M ateria ls  ...................  300,000
To record  m a te ria l 
requ isitioned  d u r­
in g  period.
W ork  in  P ro g re ss  ___ 130,000
U nabsorbed  B urden  ... 75,000 
G eneral L edger Con­
tro llin g  Account... . 205,000 
To record  lab o r and 
expenses du ring  
period.
U nabsorbed  B u rd e n ....  15,000
G eneral L ed g er Con­
tro llin g  Account... 15,000 
To record  ch arg e  fo r  
one-half of A dm in­
is tra tiv e  E xpense.
W ork  in  P ro g re ss  ......  89,000
U nabsorbed  B urden  89,000
B urden  d is trib u ted  
to  W ork  in  P ro g ­
re s s  —  445,000 
h o u rs  a t  20c. p e r 
hour.
F in ished  Goods ........  520,000
W ork in  Progress... 520,000
To record  W ork  in 
P ro g re ss  com pleted.
G eneral L edger Con­
tro llin g  A ccount 500,000
F in ished  Goods ........  500,000
To record  C ost of 
Goods Sold.
M ateria ls  ........................ 25,000
W ork in  P ro g re ss  ......  2,000
F in ished  Goods ......  1,000
In v en to ry  A d ju s t­
m en t A ccount ......  26,000
To a d ju s t book in ­
ven to ries to  p h y si­
cal inven to ries.
E N T R IE S  CLO SIN G  COST L ED G ER
D ecem ber 31, 1919
G eneral L edger Con­
tro llin g  A ccount ... $136,500 
In v en to ry . A d ju stm en t
A ccount .................  26,000
M ate ria ls  .............. ..... $45,000
W ork  in  P ro g re ss .... 16,000
U nabsorbed  Burden... 2,500
F in ished  Goods .... 99,000
To close F a c to ry  L edger.
C. P. A. EXAMINATION QUESTIONS, 
PENNSYLVANIA, NOVEMBER, 1926
M ONDAY, N O V EM B ER  1, 1926,
9 A . M. TO 1 P . M.
1. T he stockholders con tro lling  the  “A ” 
N atio n a l B ank  and th e  “B ” T ru s t Com­
p an y  decide to  com bine u n d er th e  F ed ­
e ra l law s as th e  A-B N atio n a l B ank. 
T he “ B” T ru s t  C om pany h a s  been oper­
a tin g  a  R eal E s ta te  D ep artm en t and  h a s  
been ca rry in g  on a  gen e ra l t r u s t  busi­
ness , a s  w ell as a  g en e ra l bank ing  b u si­
ness.
A n ag reem en t is  reached  th a t  th e  m er­
g e r  w ill be m ade as of N ovem ber 1, 1926. 
T he book value  of th e  “A ” N ationa l 
B ank  stock  is  ap p ro x im ate ly  $310 p e r 
$100 share , w hile th e  book value of th e  
“ B” T ru s t C om pany stock is ap p rox i­
m ate ly  $350 p e r  $100 share . I t  h as  been 
decided th a t  each in s titu tio n  w ill by  divi­
dend o r o therw ise reduce its  a sse ts  so 
th a t  th e  n e t book value o f each  in s ti tu ­
tion  w ill be $300 p e r share .
Y ou a re  called upon to  m ake an  au d it 
o f th e  books, accounts and  records o f 
bo th  in s titu tio n s  and  to  oversee the  
m erg ing  of th e  tw o. A  la rg e  percen tage  
o f th e  loans o f th e  N ational B ank  con­
s is t o f com m ercial p a p e r  w hich h as  been 
d iscounted, w hile a  la rg e  percen tage  of 
th e  loans of th e  T ru s t  C om pany consist 
o f dem and no tes  on w hich a ll in te re s t is 
pa id  a t  th e  end o f each m onth . B oth 
banks c a rry  sav ings accounts. T he in ­
te re s t  da te s  o f th e  N atio n a l B ank  a re  
M arch 1 st and  Sep tem ber 1st, w hile 
those  of th e  T ru s t  C om pany a re  A pril 
1 st and  O ctober 1st.
D escribe th e  p rinc ipa l po in ts w hich 
you w ould keep  in  m ind and  th e  in fo r­
m ation  w hich you would seek in  th e  
au d it of th e  tw o in s titu tio n s , a lso  the  
n a tu re  and  ch a ra c te r o f y o u r v e rific a ­
tions, keep ing  in  m ind th e  n a tu re  o f th e  
ass ignm en t. A lso advise w h a t your rec­
om m endations w ould be in  respec t o f th e  
R eal E s ta te  D ep artm en t o f th e  T ru s t 
C om pany; also th e  su rvey  w hich you 
w ould m ake of th e  m echanical m ethods 
o f th e  opera tions o f th e  tw o in s titu tio n s  
p re p a ra to ry  to  th e  m erg e r, h av in g  in  
m ind th a t  you w ill oversee th e  ac tua l 
w ork  o f m erg in g  th e  accounts o f the  
tw o in s titu tions.
2. O utline in  re p o r t fo rm  a  genera l 
system  o f accounts fo r  a  c ream ery  and 
d a iry  fa rm , w hich produces fro m  its  own 
herd  1,000 q u a rts  of m ilk  p e r  day  and 
pu rchases fro m  su rround ing  fa rm e rs
8,000 q u a rts  of m ilk  p e r  day. T he c ream ­
e ry  and  d a iry  bu ild ings a re  on th e  sam e 
tr a c t  o f land  w hich is  five m iles d is ta n t 
fro m  th e  p rinc ipa l tow n supplied  w ith  
m ilk. T he gen e ra l office accounts a re  
th e  sam e d is tance  fro m  th e  cream ery . 
T he business is incorpora ted  and  b ranch  
s to res  a re  opera ted  in  a  num ber of sm all 
tow ns w ith in  a  rad iu s  o f fifteen  m iles.
E ach  b ran ch  supplies i ts  d riv e rs  in  th e  
tow n w ith  th e  p roducts of th e  c ream ery , 
i t  also  sells o th e r cheeses, b u tte r , e tc ., 
w hich a re  n o t produced a t  th e  com pany’s  
cream ery . A s th e  ro u te  d riv ers  a re  u n ­
ab le  to  re p o r t to  th e  c ream ery  each 
m orn ing  fo r  th e ir  daily  supply  on ac­
count of th e  d istance, th e  com pany oper­
a te s  tru ck s betw een th e  c ream ery  and  
th e  local tow n s ta tio n s  to  supply  th e  
d rivers.
In  add ition  to  th e  outline of th e  sy s tem  
of accounts, s ta te  w h a t p recau tions you 
would ta k e  to  g u a rd  ag a in s t an y  defa l­
cations th ro u g h  collusion betw een th e  
em ployees of th e  cream ery , tru ck m en  
and  d riv ers  a s  to  deliveries, re tu rn s , and 
collections. A lso p re p a re  a  “D aily  
C ream ery  R ep o rt” show ing th e  various 
daily  opera tions a t  th e  c ream ery  in  o r­
d e r to  a rr iv e  a t  a  cost of each product. 
The c ream ery  p asteu riz es  its  ra w  m ilk  
received fro m  fa rm e rs , b u t does n o t p a s ­
teu rize  th e  m ilk  produced f r om i ts  own 
herd . I t s  p roducts a re  its  own G uern­
sey m ilk , “A ” and  “ B” m ilk  fro m  th e  
raw  m ilk  purchased, cream , b u tte rm ilk , 
and  co ttag e  cheese.
3. In  v e rify in g  th e  payro ll of a  m an u ­
fa c tu rin g  com pany, describe in  de ta il th e  
d irec t and  in d irec t verifications w hich 
w ould be m ade in  resp ec t th e re to . W h a t 
te s ts , i f  any , w ould be m ade in  connec­
tio n  w ith  th e  p ay ro ll of a  m an u fac tu rin g  
com pany th a t  w ould n o t be m ade in  con­
nection  w ith  th e  pay ro ll o f a  m ercan tile  
com pany, and  vice v e rsa ?
4. D escribe th e  m an n er in  w hich you 
w ould au d it th e  accounts receivable o f a  
m ercan tile  o r  m an u fac tu rin g  com pany, 
and  rec ite  th e  in fo rm ation  w hich you 
w ould fu rn ish  y o u r c lien t in  re sp ec t 
th e re to  u n d er th e  fo llow ing  conditions:
(a )  A  verification  of th e  accounts b y  
correspondence is  p erm itted .
(b ) A  verification  of th e  accounts b y  
correspondence is n o t p erm itted .
In  connection w ith  th is  au d it, w h a t, i f  
any , step s w ould be tak en  w ith  respec t 
to  unfilled o rders  and co n trac ts?
MONDAY, N O V EM BER  1, 1926,
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5. O utline a  p ro g ram  fo r  a  q u a rte r ly  
a u d it o f th e  accounts of a  b ro k erag e  
firm , th e  balance sh ee t to be certified 
upon th e  com pletion of th e  final au d it 
f o r  th e  year. Subm it a  certified balance 
sh ee t a s  of th e  close of th e  y ea r, u s in g  
y o u r own figures.
6. The P rudence P ow er C om pany de­
s ires  to  borrow  $1,000,000 on 30-year 5 
p e r cen t bonds and  h a s  requested  y o u r 
advice as to  w h e th e r th ey  should issue  
se ria l bonds o r sink ing  fund  bonds, and  
as  to  th e  b e s t m eans of p rov id ing  fo r  
th e ir  sale  and redem ption . T h ere fo re  
discuss briefly :
(a )  T he m erits  o f each class of bonds 
re fe rre d  to  as com pared w ith  th e  o th e r .
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(b ) T he d ifferen t m eans by  w hich the  
bonds m ay  be m arketed .
(c) T he m ethods usua lly  prov ided  fo r  
th e  redem ption  of each class of bonds 
re fe rre d  to.
(d ) A ssum ing  th a t  sink ing  fund  bonds 
w ere  issued  and th a t  th ey  w ere sold on 
th e  2nd of J a n u a ry  a t  96 fla t, w h a t 
am o u n t m u s t be se t aside in  th e  sink ing  
fund  each y e a r  on a  4 p e r  cen t in te re s t 
b a s is  to  p rovide fo r  th e ir  redem ption  a t  
m a tu r i ty ?  ((1 .04) 30 =  3.24339751.)
(e) Give the  book en trie s  in  jo u rn a l 
fo rm  and th e  ac tu a l am oun ts to  cover all 
tra n sa c tio n s  in  connection th e rew ith  fo r  
th e  f irs t tw o years .
7. The “A -B ” C om pany acquired  th e  
r ig h t to  sell m usical in s tru m en ts  in  a 
g iv en  te r r ito ry . T hey  w ish  you to ad ­
v ise  them —
(a) H ow  m uch cap ita l w ill be requ ired  
to  c a rry  on its  business d u rin g  th e  first 
y ea r. 
(b ) D em onstra te  by  com puta tion  how  
y o u r estim a tes  would w ork  ou t du rin g  
th e  firs t six  m onths.
A ssum e th a t  th e  sales fo r  th e  f irs t 
y e a r  w ill ru n  $180,000 fro m  th e  sale  of 
in s tru m en ts  and $24,000 fro m  service 
w ork  ($15,000 and  $2,000, respectively , 
m o n th ly ). T he overhead and  d irec t 
selling  costs a re  estim a ted  a t  $30,000 fo r  
th e  y ear. T his is  to  include all expenses 
except th e  cost of in s tru m en ts  sold and 
p a r ts  used in  service, the  la t te r  e s ti­
m a ted  a t  $12,000.
T he in s tru m en ts  a re  pu rchased  on 60 
d a y s’ c red it a t  a  d iscount o f 30 p e r  cent 
fro m  th e  price a t  w hich th ey  a re  sold 
to  th e  custom er. 20 p e r cen t of th e  in ­
s tru m e n ts  a re  sold fo r  cash  and  80 p e r 
cen t on lease con trac ts . W hen sold on 
lease  con trac t, 25 p e r cen t is requ ired  as 
a  down paym en t, th e  balance in  12 
m onths. A ll paym en ts  a re  m ade to  th e  
“ A -B ” Com pany. T he leases  a re  d is­
counted a t  th e  bank , th e  charges by  th e  
b an k  being  added to  th e  p rice  charged  
th e  custom er. T he service charges a re  
b illed and  payab le  in  30 days.
8. The “X ” Coal M ining C om pany (a  
lessee com pany) has been called upon by 
b an k e rs  to  subm it an  acco u n tan t’s ce r­
tifica te  of its  condition. O utline in  de ta il 
y ou r au d it procedure, also p re p a re  an  
a u d it certificate  and  balance shee t u sing  
y ou r own figures, hav in g  in  m ind th a t  on 
th e  one hand  th e  “X ” Coal M ining Com­
p an y  w an ts  to  m ake a s  good a  show ing 
a s  possible and on th e  o th e r hand , y ou r 
own professional responsib ility  to  se t 
o u t th e  ac tu a l and  essen tia l fa c ts  o f th e  
coal com pany.
W E D N E SD A Y , N O V EM B ER  3, 1926,
9 A. M. TO  1 P . M.
9. T he T h r if ty  B uild ing  and  L oan A s­
sociation  a t  th e  end of i ts  4 th  y e a r  h as  
500 sh ares  in  th e  f irs t series, 400 in  th e  
second, 1,000 in  the  th ird , and  800 in
th e  fo u rth , and  its  to ta l n e t ea rn in g s 
fo r  a ll y ea rs  am oun t to  $8,364. S ta te  
th e  ra te  of ea rn in g s on th e  sim ple in ­
te r e s t  p a rtn e rsh ip  p lan , and  p rep a re  th e  
fo llow ing:
(a )  A  sh a re  s ta te m e n t includ ing  th e  
p ro fit p e r  series, th e  book value  p e r 
series, th e  book value  p e r  share , and 
such o th e r d e ta ils  a s  m ay  be necessary .
(b) Give th e  book value of “ M’s” 50 
shares  of stock in  th e  f irs t series.
(c) Give th e  w ithd raw al va lue  of “D ’s”
10 sh ares  in  th e  second series i f  4 p e r 
cen t in te re s t is allow ed on w ithdraw als.
(d) C onstruct a  balance shee t such as 
you th in k  m ig h t be su itab le  fo r  th is  a s ­
sociation.
(e) P rep a re  also an  incom e account 
to  cover th e  fu ll fo u r  years .
10. U n d er d a te  of Ju n e  30, 1925, 
B row n and Jones, p a r tn e rs  engaged  in  a  
m an u fac tu rin g  business, decided to  in ­
co rpora te  u n d er th e  law s o f th e  S ta te  
of P ennsy lvan ia  w ith  an  au thorized  cap­
ita l of $500,000, consisting  of 5,000 
shares  of common stock w ith  a  p a r  value 
of $100 p e r  share .
T he co rpora tion  pu rchased  all of the  
a sse ts  and  assum ed all of th e  liab ilities 
of th e  p a rtn e rsh ip  as se t fo r th  in  th e  
fo llow ing balance sheet, g iv ing  in  p ay ­
m en t th e re fo r  its  en tire  issue  o f cap ita l 
stock.
B alance Sheet, Ju n e  30, 1925
A sse ts
C ash ............ .......... .............. ......... ..... $32,125
N otes receivable ..............................  7,500
A ccounts receivable ........................  113,750
Inven to ry , m a te ria ls  ...................... 102,625
P la n t and m a c h in e ry ...................... 175,000
431,000
L iab ilities
N otes payable ................ .................. $3,500
A ccounts payable .............. ..... ........ 26,250
W ages due and  unpaid  ....... ......... 1,250
B row n’s investm en t ........................ 300,000
Jones’ investm en t ............................. 100,000
431,000
The change in  o rgan iza tion  w as no t 
reflected on th e  books a t  th e  tim e of in ­
corporation, b u t a t  th e  close of th e  first 
fiscal y ea r o f th e  corporation  (June  30, 
1926), th e  condition o f th e  books w as as 
shown by  th e  fo llow ing tr ia l  balance.
T ria l B alance, June  30, 1926
B row n’s investm en t ... $300,000
Jones’ in v e s tm e n t...... ..............100,000
R eal e s ta te  ...................  $25,000
B uild ings _______ ___ 50,000
M achinery  .............. ...... 112,500
M ateria ls , inven to ry
Ju n e  30, 1925 .......... 102,625
Sales ............ .................. ............. 657,025
P urchases ...................  240,000
L abor .............. ........ .....  172,500
Office sa la rie s  ............. 35,000
T rave ling  expenses ... 12,000
In terest ........ .............  3,000
Stationery &  p rin tin g  875
Taxes on real estate ... 6,500
Allowances on sales... 1,250
Cash discounts .......... 10,000
Fuel ........ .............. ....  23,000
Insurance .................... 875
F re igh t in w a rd ........ 8,750
Commissions .............  31,875
Advertis ing ................ 2,500
Notes receivable ........ 30,575
Notes payable ............................5,500
A ccounts receivable ... 180,575
A ccounts p a y a b le ...... .................39,250
Cash ..................... ......... 52,375
1,101,775 1,101,775
R eserve fo r  depreciation :
3 p e r  cen t on build ings.
10 p e r  cen t on m achinery .
U nexp ired  insu rance  Ju n e  30, 1926, $375. 
Inven to ry  of m a te ria ls  Ju n e  30, 1926, 
$98,025.
B ad debts, $4,625.
The bad  debts re p re se n t a  p a r t  of th e  
accounts receivable tak en  over by  the  
corpora tion  on Ju n e  30, 1925, w hich ac­
counts w ere g u a ran teed  by B row n and 
Jones ind iv idually  on th e  basis of the 
in te re s t of each in  th e  f irm  on th a t  
date.
M ake th e  n ecessary  en tr ie s  to  con­
v e r t th e  p a rtn e rsh ip  in to  a  co rporation  
and p rep a re  s ta tem en ts  show ing the  
financial position  of th e  corpora tion  as 
of Ju n e  30, 1926, and  th e  re su lts  of th e  
operations fo r  th e  y e a r  ended th e  sam e 
date .
11. T he S m iler C om pany h as  a  cap ita l 
stock of $200,000 (4,000 sh ares  of $50 
each) and an  earn ed  su rp lu s o f $300,000.
I t  h a s  been decided to  call in  th e  old 
stock and  to  change th e  c h a rte r  so th a t
50,000 sh ares  of n o -par stock  m ay  be 
issued, of w hich 10,000 sh a res  a re  to  be 
7 p e r  cen t cum ulative p re fe rred  stock. 
T he p re sen t stockholders a re  con trib u t­
ing  an  add itional $50,000 in  cash  to  th e  
com pany, and  w ill tak e  one-half of th e  
p re fe rre d  stock th e re fo r; and  th e  Bloom 
C om pany is p ay in g  $50,000 fo r  th e  r e ­
m ain ing  p re fe rre d  stock, fo r  w hich p ay ­
m en t is m ade by  a  6 p e r cen t p rom isso ry  
note w hich w ill be g rad u a lly  redeem ed 
by  th e  sale and delivery  of raw  m ate ria ls  
to  the  Sm iler Com pany.
E xp la in  th e  procedure in  m ak ing  th is  
tra n s itio n  fro m  p a r  stock to  n o -p a r stock, 
increasing  th e  num ber of shares, and  in 
th e  acquisition  of add itional cap ital. You 
a re  requ ired  also to  use y ou r b e s t ju d g ­
m en t in  re a r ra n g in g  th e  cap ita l s tru c ­
tu re  and in  g iv ing  a  book value to  th e  
no -p a r stock.
M ake th e  n ecessary  en tr ie s  on th e  
books of th e  co rpo ra tion  fo r  th e  en tire  
tran sac tio n , assum ing  th a t  th e  expense 
of ob ta in ing  th e  new  c h a rte r  is  $2,500.
S ta te  also how  th e  requ ired  portion  
of dividends w ill be determ ined  h e re ­
a f te r  on th e  sh ares  o f stock.
12. T he G eneral S pecialty  C om pany 
owns all of th e  cap ita l stock of th e  
S pecialty  M an u fac tu rin g  C om pany and 
of th e  S pecialty  Sales C orporation . I t s  
policy h a s  been to p ay  dividends upon
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th e  stock o f th e  subsid iaries and fro m  
incom e so received declare th e  dividends 
upon its  own cap ita l stock. B alance 
shee ts  and  o p e ra tin g  s ta tem en ts  have 
alw ays been p rep a red  show ing th e  con­
solidated  opera tions and financial con­
dition.
D uring  th e  cu rre n t y e a r, due to  in ­
c reas in g  o f p la n t fa c ilitie s , dividends 
w ere  n o t pa id  upon th e  stock of th e  
Specialty  M an u fac tu rin g  C om pany, a l­
th o u g h  th e  earn in g s w ere la rge .
The p a re n t co rpora tion  continued to 
p ay  dividends upon its  p re fe rre d  stock. 
A t th e  end of th e  th ird  q u a r te r  you d is­
cover, in  m ak ing  an  au d it of th e  affa irs  
of th e  th ree  com panies, th a t  w hile th e  
consolidated  balance shee t show s con­
siderable su rp lus, th e  p a re n t com pany 
h as  paid  out dividends in  excess of its  
su rp lus. W h a t recom m endations would 
you m ake and w hy?
13. (a ) In  th e  au d it of th e  accounts of 
a  borough, w h a t verification  would you 
expect to  m ake  in  re sp ec t of th e  ex­
pen d itu res  of th e  Police D epartm en t, the  
F ire  D epartm en t, th e  D ep artm en t of 
Public W orks, and  th e  L aw  D epartm en t.
(b ) W ould the  sam e checking be m ade 
th a t  would be m ade in  th e  case of the  
expenses of a  m ercan tile  com pany, or 
w ould o th e r te s ts  be n ecessary ?
(c) D escribe briefly  how  you would 
p rep a re  a  m unicipal budget, and s ta te  
th e  object of th e  budget.
W ED N ESD A Y , N O V EM B ER  3, 1926,
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14. Give a  l is t  of th e  d ifferen t sources 
o f incom e fo r  a  m e tropo litan  daily  new s­
pap e r, also th e  chief item s of opera tin g  
expense, s ta t in g  m ain ly  th e  accounts 
th a t  a re  pecu liar to  n ew spapers and un ­
usu a l to o th e r lines o f business.
15. You a re  called in  to  m ake an  au d it 
o f th e  affa irs  of th e  Jones, Sm ith  Com­
pany , w hich com pany m an u fac tu res  baby 
ca rr iag es . T his com pany does an  an ­
nual business o f over a  m illion  dollars 
a  y ea r, and  h as  been doing th is  average  
volum e of business fo r  th e  p a s t  ten  
y ears . The com pany assem bles th e  baby 
ca rr iag es , pu rch asin g  th e  p a r ts  from  d if­
fe re n t m an u fac tu re rs , and  h a s  incom ­
in g  and  ou tgo ing  f re ig h t and  express in 
carload  lo ts fro m  all th e  S ta te s  of the  
U n ited  S ta te s  and  m akes sh ipm ents to  
and  purchases fro m  fo re ig n  countries.
Y ou a re  to ld  to  sp a re  no expense and 
to  m ake a  tho ro u g h  au d it, doing every ­
th in g  th a t  you a s  a n  a u d ito r consider 
n ecessary  to  be done, b u t you a re  w arned 
th a t  you should n o t w aste  tim e and 
m oney in  needless in v es tiga tions which 
will n o t re su lt in  a  sav ing  sufficient to  
p a y  fo r  th e  tim e , o r w hich deal w ith  
th eo re tica l adv an tag es n o t a s  y e t s tan d ­
a rd  p ractices.
(a )  W hat, if  an y th in g , w ould you do to
check th e  records o f th e  pu rch as in g  
a g e n t of th e  com pany?
(b ) W hat, if  an y th in g , would you do 
w ith  respec t to  checking th e  ta r iff  ra te s  
paid  on incom ing and  ou tgo ing  fre ig h t 
and exp ress sh ipm en ts?
(c) W hat, if  an y th in g , would you do to  
a sce rta in  w h eth er th e  com pany h ad  re ­
ceived ra te s  based  upon p ro p e r c lassi­
fications according to  ta r iff  schedules on 
file w ith  th e  In te rs ta te  Com m erce Com­
m ission ?
(d) W hat, i f  an y th in g , w ould you do 
w ith  respec t to  checking th e  in su rance  
carried  by  th e  com pany, and  w h a t p a r ­
ticu la r k inds of in su rance  would you 
inqu ire  ab o u t ?
(e) The com pany ca rrie s  in  its  safe  
deposit box a  la rg e  num ber of judgm en t 
no tes received fro m  custom ers in  se ttle ­
m en t of p a s t  due accounts, and  a  con­
siderable num ber of sh ares  of stock  and 
bonds o f w idely  sc a tte re d  com panies, 
some lis ted  and som e n o t lis ted  on the  
stock exchange, and  abou t 25 m o rtg ag es 
to  secure p a s t due accounts and loans 
to  em ployees to  pu rchase  hom es. W hat, 
if  an y th ing , w ould you do w ith  respec t 
to  a sce r ta in in g  th e  genuineness of the  
s ig n a tu re s  of th e  no tes and  m o rtg ag es 
and to  sa tis fy  y o u rse lf th a t  th e  stock 
certificates and bonds exhib ited  to  you 
w ere genuine and  n o t co u n te rfe its?
( f ) A ssum e th a t  th e  com pany, because 
of th e  o ld-fashioned no tions of th e  ow n­
e rs  of th e  business, ca rr ie s  a  la rg e  
am ount of cash, consisting  of bills of 
la rg e  denom inations. W hat, if  an y th ing , 
w ould you do to  p rev en t a  cash ie r or 
tr e a s u re r  who m ig h t be sh o rt in  h is  ac ­
counts fro m  su b s titu tin g  cou n te rfe it bills 
fo r  genuine m oney?
16. A dam s, B u rk  and  Cline en tered  
in to  a  p a rtn e rsh ip  a rran g em en t on J a n ­
u a ry  1, 1925, fo r  th e  opera tion  of a  d ry  
goods business in  Scran ton , Pa.
A t D ecem ber 31, 1925 ,the tr ia l  balance 
o f th e  p a rtn e rsh ip , before m ak ing  any  
ad ju s tm en ts , w as a s  follow s:
Dr.
A dam s, cap ita l .............
B urk , cap ita l ... .... ......
Cline, cap ita l ...............
Inven to ry  of m erchan ­
dise, J a n . 1, 1925.... $125,000
A ccounts receivable,
custom ers .................. 75,000
A ccounts receivable,
em ployees ............ -...  3,000
C ash ....................... -........ 6,000
N otes payab le  .............
A ccounts payab le  ......
Sales ... ......... ............ .......
P u rchases, including
fre ig h t ... -...................  323,000
S alaries and s to re
expenses ...................  125,000
B ad debts w ritten  off... 2,500 
In te re s t  pa id  on no tes
payab le  ...................... 6,000
S a la ry  to  Mr. Adams... 2,500
S a la ry  to  M r. B urk....  4,000
S ala ry  to  M r. C line.... 3,000
675,000 675,000
Cr.
$50,000
30,000
20,000
60,000
15,000
500,000
P re p a re  a  balance sheet a s  of D ecem ­
b e r 31, 1925, a  p ro fit and  loss s ta tem en t 
fo r  th e  y e a r  ended th e  sam e da te , and 
a  s ta te m e n t of th e  p a r tn e rs ’ accounts, 
a f te r  g iv ing  effect to  th e  fo llow ing ad ­
ju s tm en ts  :
In te re s t  to  be cred ited  on p a r tn e rs ’ 
cap ita l a t  6 p e r  cen t p e r anum .
M r. A dam s owns th e  store, w hich th e  
p a rtn e rsh ip  occupies u nder a n  a g re e ­
m en t p rov id ing  fo r  an  annua l re n t of 
$10,000 payab le in  m on th ly  in s ta llm en ts  
in  advance. No re n t h as  been p a id  d u r­
ing  th e  y ea r, and should be cred ited  to  
A dam s, to g e th e r  w ith  $325 in te re s t on 
th e  unpaid  m onth ly  in s ta llm en ts.
O f th e  in te re s t pa id  on no tes  payable , 
$2,000 app lies to  th e  period subsequent 
to  D ecem ber 31, 1925; accrued tax es  
$1,000; accrued  w ages $1,500. A  reserve  
of $1,500 is  requ ired  to  cover possible 
losses fro m  doubtfu l accounts.
T en  p e r  cen t of th e  profit, i f  any, 
a f te r  g iv ing  effect to  th e  fo rego ing  ad ­
ju s tm en ts  is to  be cred ited  to  “B onuses 
to  d ep a rtm en t m an ag e rs  and salesm en.”
T he rem ain ing  p ro fit or loss is to  be 
apportioned  to  th e  p a rtn e rs  as fo llow s:
M r. A dam s, 40 p e r cent.
M r. B urk, 33 1-3 p e r  cent.
Mr. Cline, 26 2-3 p e r  cent.
17. T he P roducers Union, Inc., a  hold­
in g  com pany, consum m ated  a  purchase  
from  “ A ” as follow s:
N otes of th e  C en tra l G roup Oil Com­
pany , face  $250,000 (a  subsid iary  of th e  
P roducers U n ion). A ccrued in te re s t on 
these  no tes , $20,000.
P ay m en t is m ade by  tr a n s fe r r in g  to  
“A ” $200,000 of 6 p e r  cen t bonds of th e  
C en tra l P ipe  L ine C om pany (a  sub­
sid ia ry  of th e  P roducers U n ion). These 
bonds w ere owned and held by  th e  P ro ­
ducers U nion. A t th e  date  of tr a n s fe r  
th e re  w as no accrued in te re s t on th e  
bonds.
(a )  D id th e  P roducers U nion m ake a 
p ro f it  by  th e  above tran sac tio n ?
(b) F ra m e  en trie s  fo r  i ts  books re ­
flec tin g  th e  purchase.
(c) D iscuss th e  e ffec t of th is  tr a n sa c ­
tion  on th e  consolidated affa irs  of th e  
P roducers U nion.
18. M r. “A "  in  1923, 1924, and 1925, 
w as th e  p res id en t of th e  “X Y ” C om pany, 
a  co rporation . H e owned 40 p e r  cen t of 
its  stock p rio r  to  D ecem ber 31, 1925, 
w hen he  acquired  2 p e r cen t add itional, 
a s h e re in a fte r  se t out. T here  is  only 
one issue of stock, viz., n o -p a r common. 
“A ” k e p t h is accounts on a  cash  basis 
and th e  “X Y ” C om pany k e p t i t s  ac­
counts on an  accrual basis. The annual 
s a la ry  of “A ,” fixed  each y e a r  by  th e  
board of th e  “X Y ” C om pany, w as $15,000, 
w hich he  ag reed  to  d raw  only a s  funds 
w ere availab le . “A ” drew  in  1923, $10,- 
000; in  1924, $5,000; and in  1925, $8,000, 
and  so rep o rted  in  h is  incom e ta x  re ­
tu rn s . T he “XY” C om pany cred ited
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“A ” w ith  th e  fu ll $15,000 each y e a r  and 
charged  o ff  th e  sam e in  its  ta x  re tu rn s , 
w hich show ed la rg e  losses. T he “X Y ” 
C om pany w as in  th ese  y ea rs  a  heavy  
bo rrow er fro m  banks and, w hile n o t in ­
so lven t on th e  face  o f its  books, could 
no t have  paid  “A ” h is  fu ll sa la ry  d u r­
in g  these  y ea rs  w ith o u t seriously  im ­
p a ir in g  i t s  c red it. A s o f F e b ru a ry  1,
1925, “A ” loaned th e  com pany $7,000.00 
to  m ee t a  f inanc ia l crisis , and  a s  of 
D ecem ber 31, 1925, in  consideration  of 
th e  issuance to  h im  o f 400 sh a res  of th e  
com pany’s t r e a s u re r  stock, cancelled h is 
claim  fo r  unpaid  sa la ry  and  th e  said  
$7,000.00 advance. No dividend w as ever 
pa id  on th e  stock, and  as  of D ecem ber 
31, 1925, i t  h ad  no m a rk e t va lue , a l­
tho u g h  th e  books showed th a t  th e  com­
p an y  h ad  a  su rp lu s w ith o u t re a d ju s t­
m en t o f book values and  costs, w hich 
m ade th is  stock w orth  $50.00 a  share. 
A ctua lly  th e re  w as no re a l su rp lus.
In  h is 1925 ta x  re tu rn  “A ” charged  off 
a s  a  bad  debt th e  $7,000 loaned to 
“X Y ” C om pany and  h is  unpa id  sa la ry  
cred ited  to  h is  account d u rin g  th e  y ea rs  
1923, 1924 and  1925.
T he fie ld  ag e n t who exam ined “A ’s”
1925 ta x  re tu rn  disallow ed th is  loss and 
held th a t  th e  am ounts o f unpaid  sa la ry  
cred ited  to  “A ” d u rin g  th e  y ea rs  in 
question  w ere construc tive ly  paid  to  
h im  and  should have been included in  
th e  calcu lation  of h is tax ab le  incom e fo r  
each y e a r  in  question , and  th a t  a s  to  
th e  400 shares  of add itional stock, w hich 
had  a  book value  o f $20,000, “A ” m ade 
a  p ro f it  o f th e  difference betw een  th e  
advances and unpaid  sa la ry  and  th e  book 
value of th is  stock, w hich should have 
been accounted fo r  in  h is  1925 incom e 
ta x  re tu rn . “A ’s” p ro te s t is  overru led  
in  th e  local office and  a t  W ash ing ton , 
and  he is in  rece ip t o f a  le t te r  fro m  th e  
C om m issioner o f In te rn a l R evenue su s­
ta in in g  th e  action  o f th e  R evenue A g en t 
and  g iv ing  h im  60 days to  appeal to  th e  
B oard  of T ax  A ppeals.
Y ou a re  called in  to  advise M r. “A ” 
a s  to  w h e th e r o r n o t he  should go to  
th e  expense and  troub le  o f con tes ting  
th e  case fu r th e r  by  ap pea ling  to  the  
B oard  o f T ax  A ppeals, and  i f  an  appeal 
is  ta k e n  w h a t issues should be ra ised . 
T he am oun t involved in  tax e s  is  $3,000. 
S ta te  th e  advice you w ould g ive M r. “A ,” 
w ith  th e  reasons fo r  sam e.
T hursday , N ovem ber 4, 1926, 9 a. m. 
to  1 p. m.
1. (a )  D efine b rie fly  nego tiab le  in ­
s tru m en ts  and  non-negotiab le  in s tru ­
m ents.
(b ) D efine endorsem ent, de livery  and 
assignm ent.
(c) S ta te  w h eth er th e  fo llow ing  in ­
s tru m en ts  a re  nego tiab le  o r non- 
n ego tiab le  and s ta te  th e  m ethod  o f p a ss ­
in g  ti tle  to  each:
(A nsw er should n o t exceed th re e  
w ords, u sing  abb rev ia tion  N . fo r  n eg ­
otiable, N .N . fo r  non-negotiab le , e tc.)
1. M ortgage
2. B ank  check
3. D ra f t
4. Ju d g m en t p rom issio ry  no te
5. P rom iss io ry  note
6. Check payab le to  o rd e r
7. Ju d g m en t of record
8. Check payab le  to  b e a re r
9. A  chose in  action
10. A n oil lease
11. C on trac t fo r  th e  sale of re a l e s­
ta te
12. A  house lease.
2. (a )  D efine G eneral p a rtn e rsh ip .
(b) D efine lim ited  p a rtn e rsh ip .
(c) To w h a t e x te n t a re  g enera l p a r t ­
ners  liab le  fo r  p a rtn e rsh ip  deb ts?
(d ) To w h a t ex ten t a re  lim ited  p a r t ­
n e rs  liab le  fo r  p a r tn e rsh ip  deb ts?
(e) W h at ta x e s  a re  payab le  by  each?
(f )  In  a  g en era l w ay  define th e  m eth ­
od of fo rm in g  a  lim ited  p a rtn e rsh ip  in  
P ennsy lvan ia .
3. (a )  W h a t is an  e s ta te  in  fee  sim ­
p le?
(b) W h a t is  a  tenancy  by  e n tire tie s?
(c) D efine jo in t tenancy .
(d ) D istingu ish  betw een  G eneral W ar­
ra n ty  and  Special W a rra n ty  in  deeds.
(e) D istingu ish  betw een  persona l ac­
tions and  actions in  rem .
4. A . died te s ta te  Ju n e  8, 1926, leav ing  
a  w ife  B. and  tw o sons by  h is w ife  B., 
nam ely  C. and  D. an d  an  adopted  d augh ­
te r  E., lega lly  adopted  by  A. and  B. A . 
a t  th e  tim e of h is  decease w as possessed 
o f a  p arce l of re a l e s ta te  valued  a t  $10,-
000, th e  ti t le  to  w hich w as in  th e  nam es 
of b o th  A. and  B. A lso A. h ad  $40,000 
o f personal p ro p e rty . By h is  la s t  w ill 
and  te s tam en t, da ted  M ay 15, 1926, A . 
disposed of h is  p ro p e r ty  a s  fo llow s: To 
h is w ife B. th e  p arce l o f re a l e s ta te  
above m entioned on condition  th a t  B. 
p ay  to  C. and  D. each th e  sum  of $2,000; 
to  B. $12,000; to  h is  C hurch, X , $1,000; 
to  h is  fav o rite  hosp ita l, Y , $500. A fte r  
pay m en t of h is  deb ts and  expenses of 
ad m in is tra tio n  w hich am ounted  to  $4,- 
500 exclusive of S ta te  in heritance  tax es , 
he d isposed of th e  residue a s  fo llow s: 
“T he r e s t  and  res idue  of m y  e s ta te  I  d i­
re c t to  be d is trib u ted  to  m y  w ife  and 
children  in  th e  sam e m an n e r and  in  th e  
sam e p roportions a s i f  th e  sam e w ere 
descending to  them  un d er th e  in te s ta te  
law s o f th e  S ta te  of P ennsy lvan ia .”
(a )  S ta te  th e  n e t am oun t in  do llars 
of in h eritan ce  tax es  th a t  th e  execu tor 
is  requ ired  to  p ay  to  th e  S ta te .
(b) W h a t is  th e  ex ac t am oun t of 
m oney and  p ro p e r ty  received by  th e  
w idow, B ?
(c) Give ex ac t am oun t o f th e  d is­
tr ib u tiv e  sh ares  of C., D., E., X ., and Y.
5. (a )  D istingu ish  betw een a  co r­
p o ra tio n  and  a  p a rtn e rsh ip . Give th e
respective  liab ilities  o f a  stock  h o ld e r 
and  a  p a rtn e r .
(b ) N am e tw o classes of co rpo ra tions, 
and  define each b rie fly .
(c) In  secu rin g  a  P ennsy lvan ia  C har­
te r :
1. H ow m an y  subscribers a re  neces­
sa ry  ?
2. H ow  m an y  of th e  subscribers m u s t 
be citizens of P en n sy lv an ia?
(d) W h a t is  m e a n t by  T re a su ry  S tock  
of a  co rpo ra tion?
(e) A  corpo ra tion  is in co rpo ra ted  
under th e  law s of th e  S ta te  of D ela­
w are.
1. C an i t  do business in  P ennsy lvan ia  ?
2. H ow ?
(f )  W h a t is  th e  p rocedure to  increase  
th e  cap ita l stock o r th e  indeb tedness o f 
a  corpora tion  ?
6. (a )  D efine a  con trac t.
(b ) N am e tw o e lem ents of a  co n trac t.
(c) N am e fo u r  k inds o f co n trac t and  
il lu s tra te  each b riefly .
(d ) D istingu ish  betw een:
1. Void con trac ts .
2. V oidable con trac ts .
3. V alid  con trac ts .
(e) N am e tw o rem edies fo r  B reach o f 
C ontract.
( f )  D efine accord and  sa tisfac tion .
(g )  H ow  m ay  a  co n trac t be d is­
charged  ?
7. (a )  W h a t does “E vidence” m ean ?
(b ) W hen m ay  a  w itness w hile u n d er 
exam ination  re f re sh  h is  m em ory by  re ­
fe r r in g  to  n o te s?
(c) W h a t is  m ean t by  P rim a ry  E vi­
dence ?
(d ) W h a t is  m e a n t by  Secondary E v i­
dence ?
(e ) T he question  is  w h e th e r A. de­
livered  goods to  B. T he deceased d ra y ­
m an  o f A ’s on th e  evening  o f th e  de­
livery  m ade an  e n try  to th a t  e ffec t in  a  
book k e p t fo r  th e  pu rpose. 
1. Is  such evidence rev e lan t?
2. I f  so w h y ?
8. (a )  W h a t C ou rt h a s  ju risd ic tion  in  
B an k rup tcy  ?
(b ) D istingu ish  betw een  vo lu n ta ry  
and  in v o lu n ta ry  bankrup tcy .
(c) H ow  is  a  T ru s te e  in  B ank rup tcy  
appo in ted  ?
(d ) D efine:
1. Secured claim s.
2. U nsecured  claim s.
(e) A . w as ad jud ica ted  a  b an k ru p t on 
J u ly  1, 1926. T he T ru s tee  h as  repo rted  
to  th e  R eferee  th a t  th e  p ro p e r ty  h as  all 
been disposed of and  all costs of th e  
proceedings p a id  w ith  th e  exception  of 
th e  R eferee’s com m ission, w hich is  1 
p e r  cen t upon th e  am oun t pa id  to  cred i­
to rs . T he R eferee  fin d s  th a t  th e re  a re  
unsecured  claim s to ta lin g  $48,140.00; 
th a t  Jo h n  Jo n es h a s  a  w age claim , cov­
e rin g  th e  period  fro m  M arch 1 to  th e  
d a te  o f th e  ban k ru p tcy , am oun ting  to
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$60.00 p e r m onth . T he balance in  th e  
fu n d  rea lized  fro m  sale of rea l e s ta te  is 
$5,050.00. T here  w as a  f i r s t  m o rtg ag e  
o f  $3,500.00 a g a in s t th is  re a l e s ta te  and 
a  judgm en t of $2,000.00, w hich  have  
n o t  y e t been paid. T he personal p ro p ­
e r ty  fu n d  rem ain ing , a f te r  pay m en t of 
costs, is $5,100.50. E x p la in  th e  m an n er 
i n  w hich th e  balance in  th e  hands of th e  
T ru s tee  shall be p a id  o u t show ing th e  
p e rcen tag e  of d is trib u tio n  and the  
a m o u n t of th e  R efe ree ’s com m ission.
9. (a )  W h a t is  th e  nam e of th e  in ­
s tru m e n t o r ag reem en t c rea tin g  th e  re ­
la tio n  betw een  L andlord  and T en an t?
1. W h at is th e  ow ner of th e  re a l es­
t a t e  called?
2. W h a t is  th e  te n a n t of th e  re a l es­
t a t e  called?
3. W h a t is th e  in te re s t of th e  L and ­
lo rd  called ?
4. W h a t is th e  in te re s t o f th e  T en an t 
called  ?
SECRETARY SPRINGER VISITS  
ILLINOIS, W ISCONSIN AND  
MICHIGAN
(C ontinued fro m  page  360)
citizen of M ichigan and m aintain  
th e  same office relations to the  
Board as heretofore. Monday, 
Tuesday, and W ednesday, N o­
vem ber 15, 16, and 17, the Mich­
igan Board held its  fall ex­
amination. Forty-tw o sat for the 
exam ination, sixteen  of whom were 
holders of certificates as pub­
lic accountants who were en­
deavoring to secure their C. P. A. 
certificates and thus obtain a 
change o f classification in the next 
annual register issued by the Mich­
igan Board. M ichigan was the  
f if th  state to pass a complete reg­
ulatory law and the first State to 
provide by law for an annual reg­
ister  which should be sent to all 
courts and banks, as well as to cer­
tain  other groups. A t the tim e of 
issu ing  the first register 324 C. P. 
A. certificates had been issued and 
288 public accountant certificates  
had been issued. It is estim ated  
that, in view  of the interest that 
has been developed in the C. P. A. 
exam ination as the result o f th is  
classification, a fter a period of ten  
years there will probably not be 
over th irty  persons who will still 
be practicing as public account­
ants, the others having either died,
le ft the profession, moved from  
the state or secured C. P. A. certi­
ficates.
NATIONAL COMMERCIAL
TEACHERS’ FEDERATION  
MEETS IN DECEMBER
The National Commercial Teach­
ers’ Federation has a program in 
course of preparation which will 
prove both pleasant and profitable 
to all who attend the m eetings of 
the Federation which are to be 
held at the H otel Sherman, Chi­
cago, December 28, 29, and 30.
There will be addresses by prom­
inent speakers and the entertain­
m ent features will be unusually 
good. In addition to the public and 
private school departm ents there 
are now round tables of shorthand, 
bookkeeping, penmanship, and col­
leges and universities.
President W illard J. W heeler 
predicts th at there will be one 
thousand or more to attend the  
m eetings o f the Federation.
ARBITRATION
The American Arbitration A sso­
ciation is rendering a service to the  
public by the efforts which it  is  
making in em phasizing the benefits 
which would come from a wider 
use o f the principle o f arbitration  
in the settlem ent of business dis­
putes. A s illustrating the fact  
that accountants are thinking  
along th is  line w e are listing  the  
points, w ithout any o f the added 
comments, given to the following  
question by those taking the last 
C. P. A. exam ination in M ichigan:
“T he A m erican  A rb itra tio n  A ssocia­
tion  is expending m uch effo rt a t  th e  
p re sen t tim e  in  p rom o ting  th e  idea  of 
a rb i tra tin g  com m ercial d ispu tes ra th e r  
th an  litig a tin g  them . W h a t reasons can 
you give w hy a rb itra tio n  is  b e tte r  th a n  
litig a tio n ?  H ow  w ould a  w ider ex ten ­
sion o f th e  p rincip le  o f a rb itra tio n  affect 
public a cc o u n ta n ts? ”
Courts are w ay behind in their  
dockets at the present tim e and 
the establishm ent of the principle 
of arbitration would relieve the  
courts o f th is type of cases, thus 
giving them  tim e for  those m at­
ters th at can not be adjusted in
any other manner.
Business men could arrive at a 
more ju st settlem ent in som e cases 
and a t as fa ir  a settlem ent in all 
cases as a judge who is bound to 
decide on prescribed rules of law  
and technical procedure.
In arbitration the m atter is sub­
m itted to  persons acquainted w ith  
business and its  term s instead of 
to those who in many cases can not 
be made to understand th e intrica­
cies o f particular lines of business.
Arbitration would perm it dis­
putes to  be settled w ith  less pub­
licity. Settlem ents m ay be made 
by arbitration w ithout the neces­
sity  of tw o honorable men who 
have m erely gotten into trouble 
as a result of a m isunderstanding, 
m ost of which m ay be of a minor 
nature, having their names re­
corded on court dockets.
Arbitration would promote bet­
ter feeling  between the parties to  
the disputes as there is less lia­
b ility  in informal proceedings for  
parties to be subjected to the un­
necessary bickering indulged in in 
courts.
Arbitration would promote bet­
ter feeling  between the various 
commercial bodies.
Arbitration will tend to provide 
a guild or honor system  among  
business men.
Arbitration would tend to estab­
lish uniform trade practices.
Arbitration will avoid delay as  
the decision of the arbitrators will 
be final. Appeals in court proceed­
ings consume tim e and usually a 
large amount of it.
It will elim inate the unscrupu­
lous lawyer who is more interested  
in securing appeals because of the  
extra fees involved than he is in  
closing up the case at the earliest 
possible date and w ith  th e least 
possible expense.
The small client, especially, 
would be benefited by arbitration  
as the w ealthy client has an ad­
vantage by reason o f h is ability to  
finance th e appeals through the  
various courts.
Time would not only be saved by  
reason o f th e absence o f appeals 
but also by reason o f the absence
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common in court cases.
The avoidance o f delays would 
be beneficial in th at m oney or 
property would not be tied up for  
as long a tim e. Arbitration would 
also prevent losses in  transactions 
th a t are held up pending court set­
tlem ents, but which m ight be car­
ried out as soon as arbitration de­
cisions are reached.
Arbitration would prevent shady  
business deals being attem pted by  
those em ploying h igh  grade law­
yers believing th at the case could 
be successfully fought out in court.
B ut one quotation is made as to 
the second part o f the question.
“T his w ould open up  a  la rg e  field fo r  
th e  public accoun tan t because th e  fa c ts  
w ould be n ecessary  in  each case and  th e  
a rb itra to rs  would dem and evidence even 
in  excess o f courts , b u t w ould n o t be in ­
te re s te d  in  th e  technicalities. T his would 
dem and m en w ell versed  in  business 
p rac tice  a s  w ell a s  law  and  th e  public 
accoun tan t is of th a t  type . I f  a rb itra tio n  
is  ever un iversa lly  adopted, I  expect th a t  
th e  public accoun tan t w ill be called upon 
to  w ork  i t  ou t in  a  p rac tica l w ay  ju s t  th e  
sam e as he did th e  incom e ta x .”
STATE BOARD NEWS
Colorado
Wm. D. Morrison, C. P. A., has 
been appointed as a member o f the 
State Board of Accountancy of 
Colorado, for a term of three years 
to succeed the expired term  of 
M iss Emma Manns.
A t a m eeting of the State Board 
of Accountancy of Colorado, T. J. 
W itting was, elected President, 
Wm. D. Morrison, Secretary, and 
M ontgomery R. Sm ith, Treasurer.
Michigan
Robert Davidson resigned from  
membership on the M ichigan State  
Board of Accountancy and Cres­
cent A. Parker w as appointed in  
his place.
The board reorganized at its  
m eeting on November 9 ,  1926, w ith  
the election of A. W. Ehrman as 
chairman, and C. A. Parker as vice 
chairman. D, W. Springer con­
tinues as secretary, and Theodore
C. Betzoldt as counsel.
Alabama
The annual m eeting o f the Ala­
bama Society o f Certified Public 
Accountants was held in Montgom­
ery on Monday, September 6 ,  1926.
Am ong the m ost important ac­
tions o f the Society at th is  m eeting  
w as the establishing o f a “C. P. A. 
Scholarship” in the school o f Com­
merce and B usiness Adm inistra­
tion o f the U niversity o f Alabama. 
This scholarship, which consists of 
a four-year term, will be awarded 
to some w orthy young man who 
would not otherwise be able to re­
ceive the benefit o f a business edu­
cation. Another m atter o f import­
ance acted upon w as th e appoint­
m ent o f a Public Affairs Commit­
tee whose duty it  will be to confer 
w ith the heads o f the State and 
municipal governm ents for the  
purpose of cooperation in m atters 
relating to tax  law s and public 
records.
W alter K. Sm ith, C. P. A., was 
elected President, and John F. A n­
drews, C. P. A., was elected Secre­
tary-Treasurer of the Society.
Colorado
A t the annual m eeting o f the  
Colorado Society of Certified Pub­
lic Accountants, Louis C. Linck 
was re-elected President for the  
third term. Leon W illiams, Vice 
P resident; F. Tillman Brownne, 
Secretary; and Julius Von Tobel, 
Treasurer, were all re-elected to 
serve another term in their  
respective offices. The follow­
ing four Directors were elected  
for the year 1926-1927: T. H. Law­
rence, Turner S. Underwood, 
George W. Maynard, and Theo. J. 
W itting.
Maryland
A t the October m eeting o f the 
Maryland Association of Certified 
Public Accountants, Mr. G. H arvey 
Porter read a paper on the subject 
of “Financing the Smaller Industry 
in Baltim ore.” Mr. Porter is a 
Certified Public Accountant of
Maryland and is Secretary of th e  
Industrial Corporation of B alti­
more, which company was organ­
ized about 1914 to assist in financ­
ing the expansion o f established  
industries and also th e promotion  
and financing o f new industries. 
The paper described the m ethods 
employed to determine the sound­
ness o f proposed projects and the  
assistance rendered to smaller in­
dustries which have proved suc­
cessful and are in need of expan­
sion.
A t th is  m eeting the Maryland 
A ssociation adopted formal reso­
lutions settin g  forth  its apprecia­
tion o f th e services rendered to  it  
and the accounting profession in  
Maryland by Raymond C. Reik, 
who recently le ft Baltimore to be­
come resident partner at Buffalo 
for H askins & Sells.
Minnesota
A t a m eeting o f Certified Public 
Accountants held in Minneapolis 
Friday evening, November 19, 
1926, it w as decided to reorganize 
the M innesota Society of Public 
Accountants, which, until four  
years ago, was the active State of­
ficial body. A t th at tim e the Min­
nesota Chapter o f the American  
Institute o f Accountants was or­
ganized, but a fter the experim ent 
had been thoroughly tried out the  
Minnesota men reached the conclu­
sion that it was better to return to  
the original plan, m aking such  
changes in the constitution and by­
law s as would make the official con­
trol more directly responsible to  
the rank and file of its  members 
and lim iting membership in th e  
same to those holding C. P. A. cer­
tificates in good standing. The of­
ficers of the reorganized M innesota 
Society are: President, Charles H. 
Preston, C. P. A .; Vice President, 
J. K. Raglan, C. P. A .; Secretary, 
Thomas J. Shannon, C. P. A .; 
Treasurer, Joseph Griffith, C. P. A . 
The officers together w ith  Oscar C. 
Strand, C. P. A., form  the Board o f  
Trustees.
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New Jersey
The second annual all-day m eet­
ing  The Society o f Certified Public 
Accountants o f the S tate o f New  
Jersey w as held on October 19, 
1926, a t the Robert Treat Hotel, 
Newark, N . J.
A t th e m orning session, Dean 
John T. Madden, o f N ew  York 
U niversity  School o f Commerce, 
in  a  very excellent address, em­
phasized the necessity o f self-im ­
provem ent o f the accountancy pro­
fession . He urged h igher educa­
tional standards. Harold Dudley 
Greeley, C. P. A., and attorney at 
law, spoke on “Income on R esi­
duary Trust,” discussing when and 
how apportionment between life- 
tenant and remainderman should 
be made; income during the ad­
m inistration o f a decedent’s estate, 
where the residue o f the estate  
when determined will constitute  
the trust fund.
In th e afternoon Melbourne S. 
Moyer, C, P. A., spoke on “Financ­
ing Industrial Enterprises,” dis­
cussing from  the banker’s stand­
point the steps involved in the  
raising of capital for new enter­
prises and the expansion o f old en­
terprises. Michael N. Chanalis, 
Professor o f Law at the N ew  Jer­
sey  Law School, spoke on “Practi­
cal Problems in Corporate Law of 
Significance to the Accountant.”
Hon. A. Harry Moore, Governor 
of New Jersey, addressed the m eet­
ing at the dinner session.
James F. H ughes, President of 
the society, presided over all the  
sessions and acted as toastm aster  
at the dinner. There were about 
one hundred and tw enty five pres­
ent. The com m ittee in charge 
w as: Julius E. Flink, Maurice E. 
Peloubet, Morris J. Hoeing, Wil­
liam C. Heaton, and James F. 
H ughes.
N ew  York
The regular m onthly m eeting of 
the N ew  York State Society o f Cer­
tified Public Accountants for N o­
vember was held at the Waldorf-
Astoria H otel, N ew  York, Monday, 
November 8, 1926.  
A side from  a brief program of  
business, the m eeting w as devoted  
to  the consideration o f a  strictly  
technical subject. Over one hun­
dred and seventy members were in  
attendance and were served to an 
intellectual treat by tw o o f  the  
members, who discussed th e sub­
ject “Some Phases of Accounting  
Investigations for  Reorganizations, 
Consolidations, and M ergers.” A  
paper was presented by Mr. J. P. 
Friedman, C. P. A., w ith  Touche, 
N iven & Co., and he was followed  
by an address by Mr. W alter A. 
Staub, C. P. A., o f Lybrand, Ross 
Bros. & Montgomery. Following  
th e  speakers a  number of questions 
were answered and a lively and in­
teresting  discussion held the a t­
tendance until a late hour.
A s a part o f the business o f the  
evening the following report, sub­
m itted for the Legislation Commit­
tee by Chairman Glover, was re­
ceived w ith thanks and overwhelm­
ingly approved:
“The Committee on Legislation  
has been informed th at one or more 
m easures to amend the ex istin g  C. 
P. A. law will be introduced at the  
coming session o f th e Legislature.
“The com m ittee is not now plan­
ning to  introduce, sponsor or sup­
port restrictive or regulatory legis­
lation, or bills containing a waiver 
clause.
“If any such m easures are actu­
ally proposed, the com m ittee will 
inform itse lf and report to the  
Society concerning them.
“The sense o f th is com m ittee is 
th a t the legislative policy o f the  
Society for the ensuing year be di­
rected to the improvement o f the  
existing  law without change in the  
general status o f the Certified Pub­
lic Accountant and that the policy 
shall be in accord w ith  th at pur­
sued during the last legislative ses­
sion.
“The com m ittee unanimously re­
ports th at it  w ill prepare and be 
ready to introduce and advocate 
th e  adoption o f such m easures at
the next session of the Legislature, 
i f  i t  should appear to the com mit­
tee either th at there is reasonable 
likelihood of the enactm ent thereof 
in whole or in part, or th at the  
public interest requires the Society  
to take action w ith  respect to legis­
lation.”
South Carolina
The annual m eeting of the South  
Carolina A ssociation o f Certified 
Public Accountants w as held a t  
Ridgewood Club, Columbia, S. C., 
on W ednesday afternoon and even­
ing, October 2 0 ,  1926, w ith  the fo l­
lowing schedule: Business session, 
3.30 to 7.30. Dinner, 7.30. Open 
forum, 8.30 to 10.30. There w as a  
splendid attendance.
Officers elected for the ensuing  
year are as follow s: President, O. 
W. Schleeter, Charleston; Vice 
President, N. E. Derrick, Colum­
bia ; Secretary-Treasurer, Joseph  
Hall, Greenville.
Am ong th e m atters discussed  
and acted upon were the appoint­
ing o f a Committee on Legislation  
to keep in touch w ith the South  
Carolina Legislative Body in the  
interest of a better C. P. A. law ; 
and A. C. Clarkson, w ith  the as­
sistance of L. A. Searson, to write  
a h istory o f the South Carolina A s­
sociation o f Certified Public A c­
countants.
More new members were taken  
into the Society during the past 
year than in any form er year.
W est Virginia
A t the annual m eeting o f the  
Association o f Certified Public Ac­
countants o f W est Virginia held on 
A ugust 19, 1926, the name of the  
association was changed to W est 
Virginia Society o f Certified Pub­
lic Accountants. Officers elected  
for the ensuing year are: Presi­
dent, S. A. Blustein, Charleston; 
F irst Vice President, S. Chas. 
Steele, Fairm ont; Second Vice 
President, N. G. Somerville, H unt­
ington; Treasurer, N. D. Fitzhugh, 
C harleston; Secretary, Jno. P. 
Vaughan, Charleston.
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IN  MEMORIAM
Warren P. Hill, C. P. A. (Calif. 
N o. 381, A ugust 18, 1924), 700 
California Bank Building, Los 
Angeles, California, died on Au­
gu st 25, 1926. H e was a member 
o f  the California State Society of 
Certified Public Accountants and 
o f  The American Society of Cer­
tified Public Accountants.
John Percy Sm ith, C. P. A. (N. 
H . No. 334, Jan. 22, 1923), died on 
Novem ber 10, 1926. He w as a 
m em ber of the firm of Hunter, 
Sm ith  & Company, 32 Broadway, 
N ew  York City, and was a member 
o f  The American Society of Certi­
fied Public Accountants.
John W. Todd, C. P. A. (N. C. 
N o. 23, June 23, 1916), died on 
Thursday, October 14, 1926. He 
was a partner of the firm of Todd 
■& McCollough, 1201 Johnston  
Bldg., Charlotte, N . C. H e was an 
active member of the North Caro­
lina A ssociation of Certified Public 
Accountants and of The American  
Society  o f Certified Public Ac­
countants.
C lassified  A dvertisem ents
A d v e r tis in g  co p y  for  t h i s  p a g e  sh ou ld  
be rece iv e d  in  th e  office o f  T H E  C E R T I­
F IE D  PU BL IC  ACCOUNTANT n o t la te r  
th a n  th e  25th d a y  o f  th e  m on th  p reced in g  
th e  m onth  o f  p u b lica tio n . R a te s  fo r  "H elp  
W a n te d ” an d  “S itu a tio n  W a n te d ,” $3.00 
p e r  in ch  or fr a c t io n  th e r e o f  (7 l in e s  to  
a n  in ch ) fo r  one in ser tio n . T h e r a te  
fo r  "M iscellan eou s"  is  $5.00 p er  in ch  for  
ea ch  in ser tio n .
A CC O U N TA N TS.— L eading  firm  of cer­
tified public accoun tan ts desires to  ob­
ta in  several in  charge , ta x , sen io r a s ­
s is ta n t , and  ju n io r a s s is ta n t account­
a n ts . R eplies m u s t be concise and 
s ta te  in  o rd e r—N am e, address, te le ­
phone, age, re lig ion , education , ex p e ri­
ence, p re sen t connection, sa la ry  ex ­
p ec ta tion , and  how  soon availab le . Box 
154, T H E  C E R T IF IE D  P U B L IC  A C­
C O U N TA N T.
L E A D IN G  FIR M  O F  N E W  Y ORK C E R ­
T IF IE D  P U B L IC  A CC O U N TA N TS 
offer th e ir  N ew  Y ork  C ity  offices, w ell 
located, a s  res id en t office fo r  A ccount­
a n ts  o f o th e r S ta te s , o r th e  u se  of 
th e ir  o rgan iza tion  to  hand le  A ccount­
a n ts ’ E a s te rn  engagem ents.— Box 155, 
T H E  C E R T IF IE D  P U B L IC  A C­
C O U N TA N T.
C E R T IF IE D  P U B L IC  A CC O U N TA N T 
e n te r in g  N ew  Y ork  te r r ito ry , w ill 
pu rchase  clientele u nder su itab le  a r ­
rangem en ts , o r w ill consider p a r tn e r ­
ship a rran g em en t w ith  N ew  Y ork  ac­
coun tan ts, and corresponden t re la tio n  
w ith  o u t of tow n firm s . Box 156, 
T H E  C E R T IF IE D  PU B L IC  A C­
C OU NTA NT.
W IL L  PU R C H A SE  P U B L IC  A CCO UN T­
IN G  PR A C T IC E  of any  size, located  
in  P ennsy lvan ia , N ew  Y ork, Ohio, In ­
d iana, W est V irg in ia  o r Illinois, to  be 
handled  by  firm  of C ertified  Public A c­
coun tan ts . Give fu ll p a r tic u la rs  in  
f irs t le t te r . Box 157, T H E  C E R T I­
F IE D  PU B L IC  A CCO U N TA N T.
HOTEL LAFAYETTE
Sixteenth and I  Streets 
Washington, D. C.
C E N T R A L LY  LOCA TED
W ith in  th re e  b locks o f T re a su ry  
D e p a rtm e n t
A Complete Tax Library 
Available for use o f guests.
W rite or Wire for Reservations.
MODERATE RATES
READY DECEMBER 31ST
The Income Tax Handbook for Accountants 
ROBERT H. MONTGOMERY’S
1927 INCOME TAX PROCEDURE
W IT H  th e  new  law  in  force, th is  11th annua l edition o f M r. M ontgom ery’s fa m ­
ous ta x  book is  of u nusua l im portance. 
I t  em bodies a ll th e  m erits  th a t  have 
m ade th e  volum e so w idely used  by ac­
co u n tan ts  in  p rev ious y ea rs , p lu s a  
n um ber o f no tab le  im provem ents.
I t  includes v ita l new  m a te ria l— th e  
new  1926 law  and  th e  new  T rea su ry  
reg u la tio n s; T re a su ry  ru lings, C ourt 
and  B oard  o f T ax  A ppeals decisions 
handed  down in  th e  p a s t  y ear.
P rocedure befo re  th e  T re a su ry  De­
p a rtm en t, th e  B oard  of T ax  A ppeals, 
an d  th e  F ed era l C ourts  is  fo r  conveni­
ence in  use  b ro u g h t to g e th e r  in  a  sepa­
ra te  volum e. Covers, p ap e rs , speci­
m ens of fo rm s requ ired , and  ty p e  of 
evidence necessary .
respec t; designed  fo r  u se  all th ro u g h  
th e  year. C ontains abou t 2100 pages.
In te rp re ts  th e  law  and  official ru l­
ings in to  positive  tru s tw o rth y  and 
easily  follow ed s ta tem en ts  of rig h ts  
and procedure. T he only ta x  publica­
tio n  w hich sum m arizes and  w eighs all 
th e  considerations involved and  gives 
you a  final answ er.
R E S E R V E  Y OU R COPY N OW
The books w ill be re ad y  D ecem ber 
31st— enab ling  you to  beg in  w ithou t 
delay. P rice  is $16.00— a  sm all f r a c ­
tion  of th e  value  in  p re p a r in g  and  sa fe ­
g u ard in g  an y  re tu rn  of im portance.
You w an t y ou r copy as  soon as pos­
sible a f te r  publication , in  o rd e r to  se­
cure th e  m ax im um  benefit of th e  p ro ­
tec tion  i t  affords. Y our le t te r  o r th e  
reserv a tio n  fo rm  below  w ill in su re  de­
livery  p ro m p tly  upon re lease . O rders 
accom panied by  cash  w ill n a tu ra lly  b e 
th e  f irs t ones to  be filled.
G IV ES E V E R Y T H IN G  YOU N E E D
F o r accoun tan ts and  a ll concerned 
w ith  im p o rtan t ta x  questions— a h an d ­
book o f ev e ry th in g  needed to  p rep a re , 
sa feg u ard , and  defend th e  m o st com­
p lica ted  re tu rn . M eets every  account­
in g  and legal requ irem en t.
I t  is  th e  personal w ork  of ------------------ r e s e r v a t i o n  o r d e r
an  accoun tan t and  law y er 
w ho is one o f th e  v e ry  h ig h ­
e s t au th o ritie s  in  th e  field.
U p to  th e  m inu te  in  every
“No other tax publication 
replaces M ontogomery’s.”
The Ronald Press Company
Publishers
15 E a s t  26th  S t., N ew  Y ork , N. Y.
T h e  R o n a ld  P r e ss  C om pany  
15 E . 26th. St., N ew  Y ork , N. Y.
Y ou m ay  sen d  m e, p ostp aid , a  cop y  of  
M on tgom ery’s 1927 INCOME T A X  PR O ­
C E D U R E . W ith in  f iv e  d a y s  a f te r  r e c e iv ­
in g  it, I w il l  e ith e r  retu rn  th e  book  to  you  
or w il l  rem it th e  price, $16.00.
N am e ...........................
(P le a s e  P r in t)
B u s in e ss  A d d ress .................................
C ity  ............................... S ta te ....................
F irm  ........................................ P o sit io n .
S ig n a tu r e  ............................ ............. .............
.M. 116
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The Client Must Hear the Truth
Auditors, doctors, and appraisers have one thing in 
common: their reports to clients are often highly un­
pleasant. A  man may accept the doctor’s ultimatum 
or not, but he has little basis for argument.
But where the auditor’s or the appraiser’s report shat­
ters a preconceived notion as to financial strength or 
worth of property the argument is usually prom pt and 
impassioned. If the facts are unassailable the argument 
will be unavailing.
To the auditor there is no need to elaborate on the for­
titude required to withstand the over-optimistic client. 
T hat the defense has been successful is attested by the 
universal confidence reposed in the professional audit.
T hat T he Am erican Appraisal Company shares in this 
confidence is strikingly evidenced by the predominant 
preference shown for it by industry and by the finan­
cial fraternity.
T he employment of Am erican Appraisal Service for the 
analysis and establishment of property facts is, therefore, 
an aid to the accountant in supporting his conclusions.
The American Appraisal Company
M ILW AUKEE
P U B L I C  U T I L I T I E S I N D U S T R I A L S  • R E A L  E S T A T E  P R O P E R T I E S  -  N A T U R A L  R E S O U R C E S
A N A T I O N A L  O R GA N IZ A T I O N
W H E N  A N S W E R IN G  A D V E R T I S E ME N T S  M E N T IO N  T H E  C E R T I F I E D  P U B L IC A C C O U N T A N T
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Earle L . Washburn -------------  123
“ Analyzing F inancial Statements,”
Stephen Gilman -------------------- 74
“M anual of A ccounting  and  R e­
p o rtin g  fo r  th e  O p era ting  
Services o f th e  N ationa l Gov­
ern m en t,” H en ry  P . Seide­
m an n  ---------------------------------- - 122
“ M otor B us A ccounting ,”  M ain 
and  C om pany -------------- --- ------ 189
1926 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 383
Book Reviews—Con. Page.
“ Inheritance And Estate Taxes,”  
Paul W. P inkerton and Je ffe r­
son H . M illsaps ---------------- 237
“ Practice and Evidence, The, U. S. 
Board o f Tax Appeals,”
Charles D. Hamel ......... ..........  253
“T rea tise  on Double E n try  Book­
keep ing ,” F r a te r  L ucas P acio li 12 
“ U nifo rm  System  of A ccounts fo r  
R e ta il F u rn itu re  D ealers ,” 
H ow ard  C. G reer ___________ 252
C ham ber o f Com m erce o f th e  U . S. A .:
“ C ost A ccounting  T hrough  U se of
Standards”  urged by -----------  23
Fourteenth Annual Meeting, dele­
gates to ____________________ 133
Reported by H enry J. M ille r — 167
Constitution and By-Laws:
Revisions adopted, June 1, 1926 ...... 161
 Revisions printed .......... ........ ..........  161
Cost Accountants:
Annual m eeting  o f National As­
sociation o f ________________  155
Contest fo r  ______________________ 124
“ Use o f Standards, Cost Account­
ing  Through,”  by U. S. Cham­
ber o f Commerce ......................  23
Court Decisions:
Alexander Roman vs. Juliana 
Lobe (Licensing real estate
brokers) ___________ ________  282
“ Illino is  Decision, The,”  comments
by D. W. Springer ________  101
I I llinois A ct U nconstitu tiona l 
(Suprem e C ourt o f I ll., 1926) 67 
Illino is A c t V alid  (S angam on  C ir­
cu it C ou rt 1925) ........................ 20
Ipswich M ills  vs. W illiam  D illon 
et al (re ownership o f ac­
countants working papers)   227
Rex vs. Maber, Manitoba, Can­
ada (re False E n try ) _ _____ 318
U. S. vs. Reuel D. Robbins, Jr., 
and Sadie M. Robbins, (re 
Community P roperty) ............  62
Directors, Board O f:
Elected fo r  year 1926-1927 .........  258
Meeting, Sept. 22, 1926 ______ ___ 349
Meeting, Sept. 24, 1926 ................. 349
M id-Year Meeting, A p r il 14, 1926 130 
O fficers elected fo r  year 1926-
1927  ....... ........................  290
Revision o f Constitution report
accepted ________ ____ _______ 130
Selects Washington, D. C., as 
1926 meeting p la c e .................. 130
D irectory of Membership, February
1, 1926, announced ______ ___  66
E d ito ria ls :
“ Accountants Duty, The,”  ............  164
“ Accountants’ W orking Papers'’ ... 226 
“ Advertis ing and Ed ito ria ls”  by
H. E. Lunsford ____________ 35
“ Again About Advertis ing”  by
F rank W ilbu r M ain ____ ____ 2
“ Annual Reports”  by F rank W il­
bur M ain -------------------- --------  163
“ Another W ild-W est W ild-C at
Scheme” ____ _ ___ ....____ _____ 99
“ Apparent Conversion, A n ”  ______ 34
"Apprecia tion, A n ”  by D. W.
Springer ------------- ----- ------ 322
“Changing Aspects o f Our Profes­
sion, The,”  ----- -— _____ ____  3
Editoria ls— Con. Page.
“ Commendation, A ”  .......................  353
“ E th ica l Conduct By Society 
Legislation”  by F rank W ilbur
M ain ________ ______________  226
“ E xpert Accountants Needed”  by
F rank W ilbu r M ain ____ ___ 34
“ Fooling Ourselves”  by Frank
W ilbu r M ain _______________  323
“ Generalities”  by F rank W ilbu r
M ain ........................... ........... ..... 194
“ Ignorance”  by F rank W ilbu r
M ain ................... ....... ..............  131
“ N atura l Business Year, The,”  by
A . C. L ittle to n  ....................... 131
“ New Y o rk  Legislation”  ________... 194
“ Other Side o f the Street, The,”
by F rank W ilbu r Main .......... 258
“ Personal Word, A ”  .......................  353
“ Pierced Ears”  by F rank W ilbu r
M ain ....... ...............................  66
“ P lausibilities and Mathematics”
by F rank W ilbu r M a in ............ 98
“ Professional Education”  by W.
L. Harrison .............................  36
“ Progress” ............................ ...............  162
“ Retrospect and Prospect”  by
F rank  W ilbu r M ain .... ...........  2
“ Shoemaker Stick to Your Last”
by F rank W ilb u r Main ........ 99
“ Tax Law  in  the Making, A ”  by
F rank W ilb u r M ain ...............  34
“U . S. B u reau  o f P ro p e r ty  Con­
tro l” b y  F ra n k  W ilbu r M ain  130 
“W here Do W e S ta n d ? ” by  F ra n k
W ilb u r M ain  ..................... ........ ...323
“ W hat Price Discouragements?”  
by F rank W ilb u r Main .........  259
Income Tax:
“ Income Tax Problems o f the In ­
stallm ent Dealer”  by Howard
W. Hinman ....... ....................... 332
Income Tax Returns, Extension
o f Time fo r  F ilin g  ______  66, 81
Income Tax U n it P ractitioner sus­
pended ....... ................ ................  164
In terna l Revenue Bureau:
R uling on accounting f irm  ____  23
Internationa l Accountants Congress:
“ Education fo r  the Profession”
by J. T. Madden ...................... 268
Society delegates to ........................ 124
Legislation:
“ Illin o is  Decision, The,”  comment
by D. W. Springer ________  101
Illlin o is  Law  Unconstitutional
(1926)  ________ _ 67
Illin o is  Law  V a lid  (1925) -----------  21
New Y ork Labor Laws (1926) ___273
Tax Law  (1926) passage helped
by C. P. A ’s___________...___  153
“ C. P. A . Legislation”  by R. J.
Le Gardeur ........ ........ .............  262
“R estric tiv e  an d  R eg u la to ry  A c­
coun ting  L eg isla tion  C onsti­
tu tio n a l ? I s ” b y  P e rley  M orse 264 
A m erican  S ociety  L eg isla tive  
C om m ittee R ep o rt (1925) —  91 
N ew  Y ork  A ccoun tan ts’ L eg isla ­
tiv e  C onference R ep o rt _____  204
M em bership  D irectory , F e b ru a ry  1,
1926, announced--------— -— 66
Membership L is t —... 30, 96,157,224,284
Memoriam, I n : Page.
George Pendleton B a lfour ............ 221
John R. Byington ....................... . 125
A rth u r Evans C hand le r........ .........  140
Edward R. Conant ..........................  283
Edwin S. Doubleday .....................  303
Morgan R. Evans ....... ................. 283
Brace M. G a llie n .............................. 221
C. A . Gano .......................................  175
H enry N . Greeley .........................  221
W arren P. H ill .................. ............  380
E llis  L. Jackson .............................  306
Lorenzo Dow McNabb, J r ............... 283
Jean Paul M u lle r ............................ 321
Frederick A. R oss___________ ____ 254
Charles E. Scales ............... ....... . 19
John Percy Smith .........................  380
John W. Todd ........................... ......  380
Donald D. W ilf le y ............................125
W alte r W oolcott ......................... ....  140
Notes:
Effective W ork of C. P. A ’s ........ . 153
M etric Standards Urged fo r  the
U nited S ta te s ........... ................  175
Mexican Bank Statements Must
Be S im plified ...........................  81
N . A . Man Convicted ................ 3
Personals: ...........  186, 221, 252, 281, 300
President:
L e tte r concerning Annual Meet­
ing  from  .................................... 193
Message from  ........... .................... . 290
V is its  N orth  Carolina .............. ....  335
Professional Conduct, Rules o f:
Adopted by American Society of
C. P. A ’s ______________________  161
Adopted by New Y o rk  State So­
ciety o f C. P. A ’s ________ __ 240
Adopted by Tennessee State Board 
o f Accountancy _____________  71
Questions, C. P. A . Exam ination:
Connecticut, November, 1925 ----- 111
D is tric t o f Columbia, May, 1926 172
Kentucky, May, 1926 — ...........  .... 210
Ohio, October, 1925 _____________  146
Maryland, November, 1925 ---------- 341
Michigan, June, 1926 ....... ............. 274
N orth  Carolina, May, 1926 .—....... 241
Pennsylvania, November, 1925 .... 55
Pennsylvania, November, 1926 ...  373‘
Tennessee, July, 1925 -- ------ ------- 16
V irg in ia , 1925 ------------------------------ 308
Wisconsin, November, 1925 ..... 82
“ W ork Procedure in  Examina­
tions”  (Pace Student) --------  210
Reports:
Committee on Adm issions_______  299
E d ito ria l Committee ____________ 328
Committee on E duca tion -------------  297
Financial (Year ended Aug. 31,
1926) _______________________  296
Legislative Committee, (1925) ----- 91
Legislative Committee (State) ...... 329
Legislative Committee- o f New 
Y ork  State Society (1925) — 195
Committee on Publication ______ 330
President’s ______________________ 291
Secretary’s -------------------- ------------- 293
Rules o f Professional Conduct:
Adopted by American Society o f
C. P. A ’s _____ __ ___________  161
Adopted by New Y o rk  State So­
ciety o f C. P. A ’s _______  240
Adopted by Tennessee State 
Board o f Accountancy _ ______ 71
384 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T December,
Secretary: Page.
Harrison resigns .............................  322
H arrison V is its  Pacific Coast .....  4
Springer V isits Illino is , Wisconsin
and Michigan ............... ............ 359
Springer  V is its  New Y ork  .........  335
Solutions to Examination Questions:
Connecticut, Problem 8 ........._.......  149
D is tr ic t o f Columbia, Problem 3 ...  179
Kentucky, Problem 4 ...................... 238
Michigan, Problem 1 (1924) ........ 41
Michigan, Problem 2 ......................279
Michigan (1926) Problem 1 ........ 372
Ohio, Problem 1 ............ ...................  181
Oklahoma, Problem 2 ............... .... 21
Tennessee, Problem 2 ___________ 75
S o u theastern  A ccountants M eeting : 156 
“F isca l Y ear C losing F o r Seasonal 
B usinesses” by  Jam es L. R es­
p ess  ......................... ................. ....  132
General Committee named ............ 94
State Representatives:
Elected ........ ..................................  226
L is t o f 1926-1927 ............................ 288
Meeting of ................... ............... ....  327
Nominations fo r  ........................... 163
State Societies:
Alabama, Annual meeting, Sep­
tember 6, 1926 ........................ 378
Officers ........................ ................. 378
Scholarship, offer C. P. A ........  378
O ffic ia ls listed ...............................  89
C aliforn ia Annual meeting, June
12, 1926 .......... .................... ......  250
Officers .......................... ............  250
Publishes B u lle tin  .....................  250
Los Angeles Chapter, Annual
meeting, May 27, 1926 ..........  250
Officers ............................. ..... ... 250
Meet Secretary H arrison ...... 25
San Francisco C. P. A ’s meet 
Secretary Harrison ................ 25
Colorado Annual m ee tings .... 218,378
Officers ....................... ..................  378
Special meeting fo r  Secretary
H arrison ...................... ............  25
Special meeting, September 3,
1926 ............ .................. ............ 320
Connecticut, Annual meeting,
A p ril 14, 1926 ........ .................  154
Officers ........................... ..............  154
Meeting, October 15, 1926 ............ 350
Meeting announced, Jan. 8, 1926 25
Cancelled ........ ...........................  64
Delaware, Annual meeting, June
16, 1926 ..... ...... ........................  218
Officers ............... ...........................  218
D is tr ic t o f Columbia, Annual
meeting, June 21, 1926 .......... 219
Officers elected, Oct. 5, 1926 ...... 350
Quarterly meeting, March 29,
1926 ...........................................  154
Georgia, Meeting, December 26,
1925  .......................  25
Officers .......................................... 25
Illino is , Meeting o f American So­
ciety members in  Chicago,
November 27, 1925 .................. 25
Indiana, Annual meeting, May 8,
1926   219
Meeting announced fo r  Septem­
ber 4, 1926 .............................  285
M onthly dinner, Ju ly  10, 1926 250
Officers .........................................  219
Publishing Bulle tin  ...................... 219
Iowa, Publishing quarterly ............ 25
Louisiana, Annual meeting, Aug.
12, 1926 .....................................  285
D inner fo r  members o f the
Board o f Tax Appeals ........ . 187
Officers .................. ....... ............. 285
Q uarterly meeting, Feb. 18,
1926 .......... .................................  93
State Societies— Con. . Page.
Maine, Meeting, A p r il 2, 1926 .... 154
Meeting, June 4, 1926 ..... .......... 219
Yearbook issued........ ...................  93
Maryland, Annual meeting, June
8, 1926 ........ ............ .............. .... 219
Dinner honoring R. C. Reik,
Aug. 4, 1926 ...........................  285
Join t meeting w ith  Public Ac­
countants, Dec. 8, 1925 .........  64
Meeting, October, 1926 ........ .....  378
O fficers ................................ ........  219
Massachusetts, Meeting, A p r il 26,
1926  ...................  187
Meeting, September 27, 1926 ...... 320
Reports to Commissioners of
Corporations discussed ......... 121
Michigan, Accounting Conference 187
Annual meeting Oct. 7, 1926 .... 350
O fficers ........ .................. ............ 350
Q uarterly meeting, Jan. 7,
1926  ................................  64, 93
Q uarterly meeting, A p r il 1,
1926   154
Minnesota, Meeting, November 24,
1925  ..................... ..............  25
Reorganization ............................ 378
Missouri, Annual meeting, June
11, 1926 ...................................... 250
Officers ........................................ 250
Kansas C ity  Chapter, Annual
meeting, May, 1926 ................  251
Meeting, October 4, 1926 ...... 350
Officers .................................... 251
Saint Louis Chapter, Annual
meeting, May 28, 1926 .........  250
Officers ....... ............................  250
Montana, Meeting, November 21,
1925  ................  25
Officers ............................. ............  25
New Jersey, A ll-D ay Conference,
October 19, 1926 .............  350, 379
Annual meeting, May 11, 1926 187
Officers ..........................................187
Special dinner meeting, Decem­
ber 15, 1925 . . . . . . . . . . .  25
New York, A ll-D ay Conference,
Fourth  (Oct. 2, 1926) ............ 335
Address by J. G ilmer Korner, 
J r . ,  a t  .................................... . 345
Annual meeting, May 10, 1926 188
Meeting, November 8, 1926 .......  379
Officers ...............................  188
Report o f Legislative Commit-
t e e  ............ ............ .... ........................ . 195, 379
B uffa lo  Chapter, Annual open
dinner meeting, 1925 ............ 25
N orth  Carolina, Annual meeting,
November, 1925 ................ .....  29
Annual Meeting, Seventh, Oct.
15, 16, 1926 ....................... ....... 335
Officers ...........-.............................  29
Semi-annual meeting, May 6, 7,
8, 1926 ................................ 154, 188
Ohio, Annual meeting, Oct. 9,
1926  ................................. 350
Meeting announced fo r  June 5
1926  ............................. 189
Officers ............. ..... ....................  350
Semi-annual meeting .................. 219
Oklahoma, Annual meeting, Oc­
tober 2, 1926 ................ ...........  352
Meeting, October 24, 1925 ........ 64
Officers .......................  64, 352
Oregon, Annual meeting ................ 220
Joint meeting w ith  Washington
and B ritish  Columbia ............220
Meeting May 7, 1926 .....  .......   154
Officers ................... ............ .......  220
Portland accountants meet Sec­
re ta ry  H arrison ............. .......... 29
S ta te  Societies— Con. Page..
Pennsy lvan ia , A ccoun tan ts’ D ay
C elebration, H osts a t ......  3 2 0 , 337
A nnual m eeting , A p ril 19, 1926... 155
Meeting, Jan. 18, 1926 ................ 64
Meeting, February 17, 1926 .....  94
Meeting, May 19, 1926 .......  189, 220
Meeting, Ju ly  19, 1926 .............. 251
•Meeting, October 18, 1926 .........  352
Officers ..........................................  155
P ittsburgh Chapter, Annual
meeting ............................ ........  189
Officers .................. ...................  189
Rhode Island, Annual meeting, 
N ineteenth (A p r il 27, 1926) 155
Meeting, June 28, 1926 ..............  251
Officers ............... ..........................  155
South Carolina, Annual meeting,
October 20, 1926 .................... 379
Officers ...................... ................  379
Tennessee, Meeting, Oct. 12, 1926 352
Publishes Yearbook, 1925 ...... ... 64
Utah, Annual meeting, November
6, 1925 ....................................... .. 29
Officers ..................... ....................  29
 V irg in ia , Annual meeting, Sep­
tember 4, 1926 ................ 285, 352
Officers ................ .........................  352
Spring meeting, May 29, 1926 155 
Washington, Annual meeting,
August 28, 1926 ...................... 320
Joint meeting w ith  Oregon and
B ritish  Columbia ............... .... 220
Meeting, May, 1926 .................... 220
Officers ..........................................  320
Seattle, Banquet fo r  Secretary
o f American Society ............ 29
Spokane Chapter, Luncheon,
November 20, 1925 .................. 29
Tacoma, Luncheon fo r  Secre­
ta ry  o f American S oc ie ty ...... 29
West V irg in ia , Annual meeting,
August 19, 1926 ...................... 379
Officers ...................... ..................  379
Wisconsin, Annual meeting, Sep­
tember 13, 1926 .................... . 320
Officers ........................................  320
Quarterly meeting, A p ril 6,
1926  ....... ................................  155
Q uarterly meeting, June 22,
1926  ............. ........................  251
Special meeting ............... ............  359
Madison. Luncheon fo r  Secre­
ta ry  of American Society .....  29
Milwaukee, Meeting fo r  Secre­
ta ry  o f American Society... 29, 359
Tax Appeals, United States Board o f:
A lbe rt E. James retires ...............  222
“ Appreciatoin, A n”  by D r. J. J.
K le in  .......................................... 165
Dinner honoring members o f ...... . 158
Attendance .............. .....................  163
Louisiana Society honors mem­
bers ....................................... .... 187
Members appointed ........................ 190
“ Practice and Evidence”  by
Charles D. Hamel ...................  253
Tax Service in  Secretary’s office........ 66
Tour Europe, P arty  o f Accountants 12, 40
Treasury Department, United States: 
P ractitioner suspended...................  164
U niversity Instructors in  Accounting, 
American Association o f: 
Publishing quarte rly  ...................... 252
V isito rs  in  W ash in g to n : 27, 72, 124, 158, 
192, 2 2 4 , 254, 28 5 , 306
W h at O ur R eaders S ay : 22, 35, 94, 115,
140, 216, 286
STANDARD APPRAISALS
Recognized Authority on Valuation 
Problems
Experts in All Lines
Standard Appraisal Company
6 Church Street, New York
Branches, A ll  P rin c ipa l C ities
BOUND VOLUMES
OF
THE CERTIFIED 
PUBLIC ACCOUNTANT
WITH COMPLETE INDEX
No. 2—Year 1923 .................................. $5
No. 3—Year 1924 ..................................  $5
No. 4—January to June, 1925 ............  $3
No. 5—July to December, 1925............  $3
THE CERTIFIED 
PUBLIC ACCOUNTANT
736 Woodward Building Washington, D. C.
FEDERAL
INCOME TAX INDEX
The tax service that is easy to use—as easy 
as a dictionary—yet complete, embracing all 
authorities.
A permanent volume for past decisions, re­
quiring no renewal; a single supplement for 
current service.
A sk For D escriptive Circular
INCOME TAX INDEX SERVICE, Inc. 
9-15 CLINTON STREET 
NEWARK, NEW JERSEY
S u p e r b l y
A ppointed
Centrally
L o c a t e d
Business and professional men find here the acme of luxury and 
comfort. Being in close proximity to Governmental Departments, the 
Mayflower is ideally located for the man whose business brings him to 
the National Capital.
WASHINGTON’S FINEST HOTEL 
and yet—
Rates no higher than at 
less luxurious hotels
Over 1000 beautifully furnished rooms, all having outside exposure 
and private baths. The Mayflower offers every convenience for travelers, 
and a pleasant memory for departing guests.
Connecticut Avenue — Between The White House and Dupont Circle
W H E N  A N S W E R IN G  AD VER TISEM ENTS M E NTIO N  TH E  CE R T IF IE D  PU B LIC  ACCOUNTANT
 GONE
the Nightmare of Inventory
The Burroughs Portable 
Adding Machine
A d d s up to $1,000,000.00 —  
standard full-visible keyboard—  
one-hand control— slightly larger 
than a letterhead— easily carried 
from counter to office, desk to 
desk, or business to home.
Price only $100— delivered in 
V .  S. A .— easy terms i f  desired.
Christmas joys are no longer marred by the nightmare of the 
year-end inventory that lies ahead.
Burroughs has taken the worry and burden out of inventory 
time. It has taken “CLOSED FOR INVENTORY” off 
the doors.
W ith Burroughs to help you, you can complete this year’s 
annual inventory accurately and quickly. And for all the 
rest of 1927 you can keep a complete, more efficient record 
of sales, costs, stock and turnover.
The figures obtained by use of Burroughs Machines tell you 
which stocks are idle or slow, which are getting low—provide 
a dependable guide to purchasing and selling—check leaks, 
losses and errors at their source. 
With a Burroughs Portable Adding Machine, the items are 
listed, extensions made and printed proofs of accuracy pro­
vided far faster than you can do the work with pad and 
pencil. The Portable is easily moved from place to place. 
A  girl can handle it. It takes up little space. It has the 
standard full-visible keyboard.
The Burroughs Calculator too, is a rapid figuring machine 
that has greatly simplified inventory work in many large 
institutions.
W hy dream and fret about inventory, when Burroughs will 
banish the nightmare forever? Put yourself at the helm of 
your business with Burroughs. Leave worry behind with 
your pad-and-pencil competitors!
B U R R O U G H S A D D IN G  M ACH IN E CO M PAN Y
DETROIT, MICHIGAN
B u rrou ghs A d d in g  M achine o f  C anada, L im ited, W in d sor, O ntario 
6ales and Service O ffices in  all the P rincip al C ities o f  the W o rld
The Burroughs 
Calculator
Adds, multiplies, subtracts, di­
vides. N o larger than a letter­
head— weighs only eleven pounds 
— durable, efficient, speedy, unfail­
ingly accurate— costs less than 
any other machine o f its type.
Price only $200— delivered in 
U . S. A .— easy terms i f  desired.
A D D I N G  B O O K K E E P I N G   C A L C U L A T I N G  A N D  BI L L l N G  M A C H I N E S  
W H EN  A N SW E R IN G  AD V E R T ISE M E N T S MENTION TH E C E R T IFIE D  PU BLIC  ACCOUNTANT
